
e" 

Decision No. _8_0_71_0 __ _ ", 

m-ORE '!BE PUBLIC 'O'rIL!TIES CCMM!SSION OF THE S".rA.TZ OF CALIFORNIA 

In ~ Matter of the Application of 
rAY cr.rms WAI<EHOUSE CQ1FANYl.~INC.; 
BECmAN EXPRESS &·WAREBOUSE We; 
:BEIcrNS vlA...~USING CORP.; BZN'll.EY 
:ttA>VING & STORAGE CO.; CAPITOL 
W~USES2_ INC.; CENJ:RAL- WAREHOUSE 
& DRAYAGE w.~ ~.; CBICEESIER· 
'l:RANSPOR:I:ATION CQ1PANY INC. ; COAST 
DP.AYt..GE; CONSOLIDA.'rED DE- POE 
CORPORATION: Bradford- G.~ Harold F. 
and Morton G. Baruh~ dba EAST' BAY 
srORA.GECO.; EMERY WAREHOUSE; 
ENCINAL 'rERMINAI.S; GnRAL'XAR 
WAREHOUSES; HASI.ETr CQ.1PAl\'Y; . LYON 
VAN & S'XORAGE: CO.; MARCAm:ELLI 
. WAREHOtrSE CO. ~ INC.; .John V. Fox:- .Jr. 7 

George F. Fox and Josepa T. ~OX7 dba 
JOENMcCAR11r;{ & SON.; OVERM'iER. OF 
SAN I.EANDRO; PAcnnC COASt SERVICE CO.; 
PASHA. WA..'tc.'"B.OUSES . IN:::.; D:l.str:r.but!on 
Cen~s, Inc., dba RlCIiIIIOND 
DISTlUBUTION CEN!'ER; RIC'El'10ND 'I'RANSFER 
.. ~'ID STORAGZ COMPANY; ROMEO DR4..U\GE & 
WAREHOUSING CCMP~"Y; $IoN FRANCISCO . 
W~"="EOUSE CO ... ; YJ.S.lcolm W(I> I.am1>~ dba l 
SO'O!R ZW WA?JmO'O'SE CQM?PEI; ST.A.IE I 

INC.; '!'aDM?SON BROS!L. INC., dba. TEE 
~.I. CO., LID.; STEWART WAREHOUSES) l 
DODD WAREHOOS""~, l\"OK.t::d POINT DOCK 
WAR.c.-:aOUSZS P..NJ) THOMPSON B&OS., INC. ; 
'IHOMPSON-DE POE CCMP&'W:t mc.; United 
Califoro.iaExpre.ss & Storage Co." d'ba 
tr.C. EXPRESS « s:roRAGE CC!:1PANY; Mario 
G:tovanc;nj, dba UNION C!r.{ WAREHOUSE; 
usee SERV'!CES ~ :::NC'-,:,; Alltrans Express 
Califo::nia, !ne., cu:>a WAI.KrJl>' S 
MERCE'f..NIS EXEmSS; .and WALTON DRAYAGE 

\ & WAR...-r.rIOtrSE CO.; for an 1:cc:ease in 

\
rates. 

(Amended Title) ) 

------) 
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Additional Appe.a::~ces 

H. W.. Ht:?,hes at'4c4 &. W.. Smi.~b. and Arlo D. Poe:o 
At'torc.e.ys at Law) for california 'Xru.cldng. 
.Association; and w~~ R. Tinker) for 
Diamoud Sba:rm:oek eli ear Co. ~ !I:.t:P...res ted 
parties. 

A. L. Gielezh£m and Clyde Neary;, for the 
COIiIiidSSiou Staff. 

SECOND INl'ERll'i OPINION 

In this· application 34 public :ltility warehousemen opc:-a~ing 
in the San. Fraueisc;.)-East Bay Area seek sn interim surcharge i1:.c=ea~e 
in all rates and charges set forth in varloos Cali.fo:t'tl.is Warehouse 

'Xariff :3ureau tariffs in which they participate, to becOtne effective 
on five &ys r notice. Applicants :,eqo.es: th.at this proceeding be 

kept open for the receipt of additional evidence c:once::-.....ing c&lcel­
lation of Cal:!.£ornia Warebocse Tt.I.:d.f£ Bureau Tariff l:.8, which c0!:!.tains 
the general merchandise ra'l:es and charges of &ppli~~s, a:l<i the 

publicetion in place of said tariff of a ne'"w cost-oriented tariff as 

set forth in the amendme:ct to the application filed J'~e 12, 1972. 
Applicants were granted an inter...m surc:h3rge .increase of 

S.O pe.r¢ent in their warehouse ra!:es and charges, p:.::rsa3nt :0 Decision 
No. 7S619) date<i January l8, 1972 in this proceeding. Applicants :LOW 

seek a further interim increase of 14.9' percent :!.n lieu. of t~e $,,0 
perCe:lt io:.crease previously granted. 

Public !:I.eaxing on applie<ltl.~ t. requese £0:;0 fu::tb.e:r i:lt~...:l 

:ate relief ~as held before ~mi:ocr y;.alloxy at San Francisco rnl· 

Sep~ 7 end 8> 1972> and said request: was submitted. Ev!.denee 
was preseuteci by applica:l.ts' tt!ri£f agent and. by represeuts.:ives of. 
eiga,t war€:oo\AS(..~. The Co':XllJlission s~ff participated 'through cross;" 

~~t'o.csses. N<> one- appe.g.rc.e :t:. oP,?Os!.tio:. 
.~ 'f;he relief sought. 
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The int:crim :z:el.iefg::a.nted in Decision No. 79619 reflected 
wage. :rates which became effective on or before J'tme l!, 1971, pursuz,1:.t 

'-~ . 

to col1ec~ive bargaining. agreements. In tbis phase of t,be proeeeG!tlg, 
applicants seek to recover tbrOilgh increased rates increa.s;.es' in wages 
and payroll ta.~es waich were msde effective in lS72. Said wage 
increases are set forth in cont:t'acts which were n~goti&ted m:d became 
e££ective prior to the impogition of wege 3nd price controls. 

In prior proceedings .and in the initial phaee of, this 
proeeeding~ applicants have relied upon a sbawfng of the operat~ 
results of eight: test warehou:::.e;nen deemed to be repr.eseutative of the 

overall warehouse operations of' appl:!.cant:s. In this phase of the 
proeeeding~ applicants r tariff agent: used data for the same group of 
eight warehou.semec. as a m.ean.s of showing operating results under 
present and proposed :z:ates. Included in this g:z:oap :[s San Francisco 
Waxehouse' Company. The tariff agent adjusted l,."PW'ud' the' 1971 ware­
house,opera'titlg revenues for said warehouseman (from act:t.1al revenues 
of $324,504 to adj1,,".:sted :z:oeve:w.es of $413,013) bccacse of Hj)oor 
oeccpa!l.eyrr .. 

Th2 p:esiden.t of Szn Francisco Warehouse Company testified 
in support of ta.e application. Said wi~$s. sta~ed taat he consicercC: 
the opcratioc.s of San Francisco Warehouse Company 'Co be exceedir:gly 
poor in 1971 because the warehouse company continued to experience gn 

extr~ly lOW' level of occupancy. rae ~tne:;.s stat.ed that: 
,San. Francisco Warehouse Company coci:!.nes its. operations t<> 

San FranciscO'. Two rea.sons. were s.d.t;aneed by the witness for the lw 
occupancy level: (l) Major acCOt:Q.ts had onoved to public ~larehouses 
located iu the East Bay in orde: to be closer to their wholesale 3.:lC; 

ch.i:i:l. grocery customers who~e warehouses are located in the Bast B2y~ 
~d {2) the San Fra:tcisco Wa:ebouse Company b&s elected to seck :a 

fairly :i.a:-ge volume of i~ business in impo::ted goods .arr:!;<Ting ~~oUSb. 
'tlle. Pe:t of San F:rauciseo which. has los!: a large por-...!.on of ite 
~l:S~G.ess to ot:her pOr""--s l:.o. :.he Bay Mea. 
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As a consequence of ca:rrent low occupancy ancithe active 
solicitation of new business:t the various categor:tes of general and 
adm:in; strative expense of San Francisco Warehouse Company are h:tgh 
in proportion to operating revenues. The record also shows that 

San Francisco Wm:chouse Company lost approximately half of its public 
utUity warehouse floor space in a fire oc:curring aboat five· years 
ago;, which bas not been replaced. The president of San Francisco 
Wa:ehouse Company testified that the matlageme:ntof that company has 
no specl.f1c plans to cb.ange i.ts present method of doing bt1S1ness nor 
the type of business i.t seeks. 

The record shows that San Fraucisco Warehouse Company has 

had continuing operating losses in recent periods. It appears from 
the tes.timony of the t:ar1ff agent and the president of San Francisco 
Warehouse Company that the current operations of the company are not 
typical of the warehouse operations of other applicants and that it 
is not contemplated that operating practices of the company> under 
which substantial. losses have occurred;, Will be cba:c.geci. Therefore;, 
we find that the operati01lS of San. Francisco Warehouse. Company should 
not serve as a basis for determining the revenue requirements of 
other applicants in this phase of Application No. 52812. 

In the following estimate of operating revenue and expense 
data presented by applicants' tariff agent, information relating to 
San' Francisco· Warehouse. Comp.any bas been deleted. 

Applicants r tariff ageut presented an estimate of operatiDg 
revenues and expenses for the selected warehousemen under present and 
proposed rates. The following table reflects the composite actual 
results of 'Ware.hous~ operations for the year ended December 31 ~ 
1971;, except that 1ueot'l:le axes m:;e comptlted as 1£ each warehouseman 
conducted no non-utility operations aud bad no deductions from net 
inCOtlle for tax pu:rpos.es,. The 1971 warehousing. operating results were 
adjusted to give effeet to iucreases in wages and payroll expe:oses, 
and to the 1uc::rea.se.d xe'Ve'O:.UeS sOught herein. 
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'tABLE 1 
APPLlCA.N'XS r ES'Ill1ATED 

PROFI'I AND LOSS ~ FOR. '!'EST WAREHOUSES 
'ONOER. PRESENT AND PROPOSED RA.!ES 

Actual. 
Revenue 
Expenses . 
PrOfit or (Loss) before taxes 
'Xaxes 
~ after taxes 
PrOfit or (Loss);: after taxes 
Operating Ratio ;after taxes. 

Revenue Adjusted to 
Preseut Rates &'Cd 
Expenses., Adjusted to 
Present Cost 

Revised Revenue 
R.ev1sed ~s. 
Profit or (Loss) before taxes 
'Xaxes 
~s after taxes 
Profit or (Loss) after taxes 
Operatitlg Ratio a£ter taxes 

Revenue Adjusted to 
~sed. Rates and 
Expenses Adjusted to 
Present Cost . 

Proposed Revenue 
ReVised Expenses' 
Profit or {Loss) before taxes 
~ 
~. after taxes 
Profit or (Loss.) after taxes 
Ope:ra:t:lng Ratio after taxes 

Composite 
·Total· 

$5,69i~952 
5,452,933: 

239',019 
128~660 

5,581,593 
1101359~ 

~S.l1. 

$6,540,735 
5,936,003-

604,732 
272~760 

6- 20g 763 
'331'972 

94.91. 

l'be se.ven. warehousemen whose operating results are st=mar1zed 

in the above table are: Central Warehouse and· Drayage Co., EtlCina1 
Termi:cals, Gi.braltar Warehouses, Haslett Comp8'O.y, l'hompsou BrOS.., Inc., 

'XhOmpson-DePue Company, Inc., aud. Walkup's l"'J.ercbauts. Express. Certain 
of the operating expenses of· each of the foregoing warehousemen have 
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been allocated between pui>~1c utility wax-ehous2 ope=ations a:ld et:"er 
opera~2.o'O.S. R~resentativez 0: each of the seven -=est w<lre'houseme:, 
confirmed .tb.e operating data se~ forth in the exhibits· presentee. by 

the tariff agent and explai:ced the methods of allocating expenses 
used by each. Cross-examination developed thot some of the alloestion 
p'roced'~es resulted in greater charges to utility ware!:louse operations 
than appear to be reasonable. However, adjusto.ent of o~a't!ng 
expenses in. the above table to eliminate the e.."<Cessivc allocations 
would ?ot materially cilange the profitability of the warehousemen's 
operations as a group. Cross-exzm;nation also developed thnt fnfo~ 
mation set forth in the foregoing table was developed by coopleticn 
of questioonaire fonns by the warehousemen which were then Se:lt to 
their tariff agent, and that the agent madt! no· independent audit or 
analysis of the data supplied to him by the w.:n-ahousemen. '!he 
wit::o.e.:ses appe..ar:!Dg. for ~t!ivi~aa.J. warel:.ottsemen were, in some 

instances, tillable to support or exp-la.1n the allocation procedures 'l:Sed 
in the developtn.ent of the data supplied by them. to tbe:t:r t:o::i.£f 3getz.t. 

The tar....f£ agent contended tb.e~ the composi'te operating 
ratio of the test warehousetnE.l.l, as set forth in Table l~ is not mo:e 
favorable for opera~ions under proposed rates tbznWS$ found reason­
able in the initial phase of this proceeding and in p:rior p:oceeclings 

i'nvol\"iug ~b.ese applicants; cd that it is essential to their fina.-ncia! 
well-being that revenues of the warehousemen be increased ~o offset, 
the meres.zed wages and payroll expenses incurxeci by said warehousemen 
i:l ~972. 

A written prot~st was filed by Miles I.a.borator::.es 4 'No 
representativ~ of ~es Laboratories appeared at the ~3. 
~4ndings and Conclusior~ 

!. The existing wareho1,;$e stora8e~ handllllg and. accessorial 
=a~cs of applic..;:;nts we:e e$~blished pursuant to Decision No. 79619 
elated January 6, lS72 in this proceedi:lg.. Saici deciSion considered 
ope:eting ~~es based on pl~tana elericzl w~ge cos~ ~ effect 

prior:o Deceiber 31~ 197!~ S~ce that date as a re~ultof col1~ctivc 
O<'!::'gai:cing: D-g::'ee:lents> applicsnu: r'lS~.re ineur.t'edi:lC=~oil$ed wage a:cl 

pt.y.::oll costs w!:licb. are no~ refleete~ in ope:-ating:::esules 5:.c.t:rociuced 

-6-



, 

A. 52812 e.k 

2. It will be reasonable for the pm:poses of the interim phase 
of this proceed.1ng to use the operatiDg results of a seleeted group-
of warehousemen as bei'ng representative of the operations of applicants 
as a group. It will also be reasonable for the pw:poses of this pro­
ceeding to· use seven of the eight warehousemen founa in Decision No. 
79619 and prior de~is1ons u> be representative of applicants as a 
group. The operationS of San Francisco Warehouse Company are no longer 
representative of the applicants as a group,. and;J therefore, the 
operating dau for said warehousetnall should noe be included in the 

composite operating, data. of seleeeed warehousemen. 
3. !here is nothing in Rule 23.1 of the CommisSion's Rules of 

Practiee and Procedure or Price CoU'lllission Rules which requires that 
the Cotrmission depart from the practice used in prior warehouse 
:f.lJ.crease proceedings of using tlle eomposite ope.ratins revenues and 
expenses of a selected number of representative (test) warehous~ 

as a basis for de~ the revenue needs of the applicant ware­
housemea. as a group. 

4. The composite 1971 operating. results of the seven selected: 
warehousemen, modified to reflect present rates .and current operating 
expenses, are estimated by applicants (Table 1) to result :i.n an 
operating ratio (after taxes) of 98.5 percent. Said ratios indicate 
that operations are being conducted at slightly above the break.even 
point,. and the warehousemen are :IJ:i.. urgent need of additional.. revenues 

. for continued operatious. . 

5. lbe composite operating ratio (after taxes) of the seven 
test warehousemen after adjustment for the sought additioc.al 6.9· pe.r­
ce:c.t sUreb.arge iucrease is estim8.ted by applicants tc be 94.9 .~cent 
Crable 1). Said operat11:1g ratio is not more favorable "than. the 

operating ratio foand reasonable :[n Deci.sion No. 79619. !'be increased 
revenues sought herein do not exceed the . increased wage· costs inco:rred 

by applicants since their rates were last adjasted. 
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6. !he increaseci rates and charges sought in this phase of 
Application No. 52812 are justifl.ed. 

7. !be authorized rates should be established as: interim rates 
pending consideration in the final phase of this proceeding of the 

new cost-oriented tar'.ff proposed by applicants to· replace ~e1r 
. present seneral mercbancH.se tariff. !be !?ublieatiou of ta.e proposed 
increase as a sU%'charge on all rates is justi.f:Ledfor tlUs.:i.nter.tm 
phase of tile proceedi.ne. 

8. In compliance with Rule 23.1 of this Commissionf s Rules of 
Practice and Procedure prOC1Ul~ateG pursuant to the Economic Stabili­
zation Act of 1970 ~ we find and determine: 

\ 
I.: 

a. the rate ino:ease is cost justified. The 
:tncreased revenue so~t in this phase of 
the proceeding is to offset increases in 
wages and payroll costs ocew:ring since 
rates were last adjusted. 

b. l'he :rate increase does not reflect future 
inflationary trends. The increased wage 
and payroll costs sought to be recovered 
:En this phase of the procee~ axe those 
currently being experienced by the applicant 
'W4l:ehoUoSealen. 

e. T'tte rate increase is the min1mtlCl rcqa.i%'ed to 
assure contiD.ued~ adequate and safe service. 
'I'b.e operating ratio resultil;g from the :tnterim 
increase is at the lower end of the zone of 
reasouableuess. 

d. tb.e rate increase does not reflect labor costs 
:t:c. excess of those allowed by PrlceCommission 
polieies. Tae collective bargaining agreements 
eover.i.:o.g the warehouse and clerical employees 
of appliea:o.t: warehousemen are three-year 
contracts initially placed in effect: prior to­
Price Control regulations and are scheduled 
to expire in 1973. 

e. The rate increase will achieve the minitmlm 
return needed to attract capieal :1t reasonable 
costs and not impair tile credit of the applicant 
warebousemen. . 
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f. The rate increase takes into account expected 
.and obtainable productivity gains. The record 
shows that~ short of constructing all new 
facilities ~ there are no productivity gains 
available to the applicant warehousemen which 
they have not implemented :tn their current 
operations. 

g. No public utUity warehouseman operating in 
the S8:n. Francisco Bay Area appeared at the 
h~ to present evidence expressing a 
W1ll.1ugness and capacity to provide the 
eur.rent: services of applicants at existing 
rates. 

The Commission concludes that the sought int~ relief 
should be granted~ that applicants should be authorized to establish 
the increases on five days r not1ce~ and that this proceeding should 
remain open for the receipt of additional evidence regarding a' 
pexman.e:o.t lev~ of rates. 

Applicants are placed on notice that the method of income 
tax computation followed by the Commission in public utility warehouse 
rate proceedings is to allOW' federal and state income taxes as closely 
.as possible to an 1Ias paid" basis. Such method- necessar:Uy gives 
effect 1:0 profits or losses from. non-utility operations (mostly 

truc!d.tlg operations) ~ as well as to utUity warehouse operations. 
Such method wUl be the appropriate method of comptltitlg federal and 

state income taxes in any further hearing in this proceedillg or any 
future bearing involving. ~e same appl.icants and applicants should 
present their economic data usi:o.g such method. 

Applicants are also placed on notice that to further phases 
of this proceeding witnesses for individual applicants will be 
expected to !-ul.ly explain and j ast1fy the allocation procedures used 
in the fi:cancial daea applicable t:o their public utility warehouse 
ope.rations~ and that applicants' tariff agent will be expected to' 

ascertain that such aUocatioc.s are tmi.form~ accurate~ and consistent 
With proeeduxes heretofore determined to be reasonable and· appropriaZe. 
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SECOND INI'ERIM ORDER 

IT IS ORDERED that: 

1. Applicants are authorized to establish surcharge increases 
in public utility warehouse storage~ handling and acc~ssorial rates 
and charges proposed as interim in Application No. 528l2~ as. amended 
on .June 12, 1972~ in the following tariffs: 

California Warehouse Tariff Bureau 

Warehouse Iariff No. 48:~ Cal. p.u.e. No. 219 
Warehouse Tariff No. 49~ Cal. p.tr.e. No. 220 
Warehouse Tariff No. 6l~ Gal. P.U.C. No. 237 
Warehouse Tariff No. 62~ Cal. p.tr.e. No. 233 
Warehouse Tariff No. 64~ cal. p.tr.e. No. 240 

2. Applicants are authorized to publish the authorized increases 
in the form. of a s~ebargereading substantially as foll~s: 

"Except as othexw:Lse shown in cocnection with 
individual rules or items, all charges accruing 
lmder the rates and charges named in this tariff 
are subject to a surcharge of 14.91.. The S\lr­
charge Will be applied as follows: 

Cou:pute the total charges under the appli­
cable rates and charges and increase such 
total charge as above; result:~ fractious 
of less than one-half cent will be dropped, 
and fractions of one-half cent or greater 
will be increased to the next whole cent." 

3. Tariff publicat:ions authorized. as a result of the order 
herein shall contain the following prov1.sions: 

In the event any increases resulting from. the 
application of this interim stlrcharge exceed 
the increases subsequently approved or prescribed 
by the Public Utilities Commission, the 'Warehouse­
men will refund the differences between the 
increases resulting from the application of tb!s. 
interim. surcharge and any increases which may·OO 
subsequently approved or prescribed by the ' 
Commission. 
In the event an increase resulting from. the 
application of this interim surcb.a:ge is dis­
approved by the Commission and no increase is 
authOrized, warehousemen will refund the full 
amotmt of the increase collected. 
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4. '!4ttiff pub11catio:lS authorized to, be made as a ::esult of 
the o:z:der herem may be made effective t:.ot earlier than five MYS 
after the date hereof on llO~ less than five days' notice te> the 
Cocm.:L.ssion =.d to the public. 

s.. The .au.thori.ty herein granted is subject t<> the ex,rcss 
condition that applicants will neve:- urge before the Corm:cission in 
any proceeding under Section 734 of the· Public Utilities Code:l or 
in any other proceed1ng~ that the opinion and order herein constitute 
a finding of fac1: of the reasonzblencss of any part1culZlr rate or 
cl'larzc:t and that the filing of rates aud charges parstU:.t:.t to the 

authority herein granted will be construed as a consent to. this 
co:ldition. 

S. Tne authority granted herein shall expire tmless exercised 
within rdnet")' days after the effective date of t:h:Ls-order. 

The effective date of this order' shall be ten days after, 
the date hereof. 

Dated at ___ -..::Sa.n=.:Fran.,:.=;;cis;;;;,soo,;,;,... __ :t california, th:Ls, (/j'Ih 

day of ___ .......Ln ... re.w.E~M...::B.:;EIt~_, 1972. 

1._, ~ 11, 
~~ 

rfl·~ 

~--

.", -.1". 

'.f' • ", 
"/ - ..... 
'// ", 

< 'r: .. ~$9 ... ~ .,~ .. ' 

CommiSSioner Thomas Moran, . be1ng 
necosSarily ab~o!lt.~ <!1<! not. p3.rt1c1pat«' 
in 'the <!1spoS1tion or tnis procoeding_ 


