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. BEFORE THE PUBLIC UTnITIES COMMISSION OF'THE STATE OF" ~ORNIA 

In the ~tter of the Application of 
ACCURATE CARTAGE AND WAREHOUSING~ INC. ~ 
ACE CITY DELIVERY ~ doing bus:Lness as 
ACE CIn WAREHOUSE, A'IIANTIC TRANSFER CO. ~ 
B & M TERMINAL CORP., BEKINS WAREHOUSING 
CORP. ~ BROADWAY WAREHOUSE. INC. ~ 
RHEA M. McLEOD ~ doing business as 
BtTDWAY EXPRESs~ CALIFORNIA CARTAGE 
WAREHOUSE CO~, & d:Lvision of CALIFORNIA 
CARTAGE COMPANY ~ INC., DANIEL C. FESSENDEN 
COMPANY,. doing business as CALIFORNIA 
WAREHOUSE CO.,. CENTRAL TERMINAL WAREHOUSE 
& TRUCKING CO. ~ CITIZENS WAREHOUSE TRUCKING 
COMPANY, INC., CITY DISTRIBunON SERVICES" 
COMMERCE WAREHOUSE COMPANY. DART PUBLIC 
WAREHOUSE, INC." DAVIES WAREHOUSE COMPANY, 
DEPENDABLE !RUCKING COMPANY,. IMPERIAL VAN 
LINES, INC. OF CALIFORNIA, INl'ERAMERICAN 
STAR IRUCK AND WAREHOUSE CORPORATION,. LAW 
WAREHOUSE ~ INC., BERNARD J. BECHT, doing 
business as LOS ANGELES DISTRIBUTION 
CENTER, LOS ANGELES TRANSPORT & WAREHOUSE 
CO., LYON MOVING & STORAGE CO., M & M 
TRANSFER COMPANY, MERCHANDISE CONTROL 
SERVICE, METROPOLITAN WAREHOUSE CO., 
MOSER TRUCKING INCORPORATED, NATIONAL 
DIS'l'RIBUTION SERVICES OF CALIFORNIA, 
OVERlAND TERMINAL WAREHOUSE COMPANY, 
OWRMY.ER; OF IA MIRADA, PACIFIC COAST 
'l'ERMINAL WAREHOUSE CO •• PACIFIC COMMERCIAL 
WAREHOUSE. INC., PEERLESS TRUCKING COMPANY,. 
REDWAY TRUCK AND WAREHOUSE COMPANY. 
TORRANCE VAN & S'IORAGE COMPANY. doing 
bUSiness as S & M TRANSFER:. & STORAGE CO. ~ 
SIGNAl. TRUCKING SERVICE, LTD. ~ STATES 
WAREHOUSES, INC. ~ STORECENTER, INC. ~ 
SWIF'X 'rRANSPORXATION COMPANY ~ doing 
business as SOUTH BAY PUBLIC WAREHOUSE) 
TAB- TRANSPORTATION, INC. ~ TRAMMELL CRCIil 
PUBUC WAREHOUSES OF LOS ANGEtES~ INC.) 
dba 'XRA..~ CRCQ WA:REHOUSE COMPANY~. 
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UNION TERMINAL WABEHOUSE~ INC. ~ )-
USCO SERVICES, INC. ~ VERNON CEN'l'RAL , 
WAREHOUSE~ INC. ~ doing business as \ 
VERNON WARw~OUSB COMPANY ~ WEBER TRUCK ) 
AN:> W~~OUSE~ WEBSTER DELIVERY SERVICE, \ 
INC. ~ WEST COAST WAREHOUSE CORP., and , 
WIU.IAMS WAREHOUSE AI.'ro DISTRIBUT:ON' , 
CENIER, INC,., for authority to' increase \ 
their rates as warehousemen :tn the City of , 
los Angeles &:ld other Southern California \ 
points. ~ 

) 

V.augb.a~ Paul & Lyons, by John G. Lyons, Attorney 
at Law~ for applicants., . 

Lyle V. Abbott ~ for Ace City 'Warehouse; . Harrv 
verm!l, for california Warehouse Co.; ~. 
R. MCCOrmick and Harry T. Ransen~. for ~ 
PUblic: WarehOuse ~ :me:; j. R. Thomas, for 
Davies Warehouse Company; L8=ry L. P1ttman~ 
for Interameriean Star Truek~a Warehouse 
Corp.; Harold A. ~, for Pacific Coast . 
Terminal warehouse:; Clyde R. Hoagland, 
for Redway Truc:k and WarehOuse company; 
Richard D. MaS' Jr., for States Warehouses, 
Inc:.; atid Nrc: o14s Weber, for Weber Truck 
a.nd Warehouse; applleauts. 

H. W. Rughes and' J. C. Kaspar, for California 
'tiiic1dng ASsociation; Flo McEuen, for 
California & Hawaiian Sugar CO.; eatarino c. 
Ve~ for Teamsters Loca·l No. 357; and M. J. 
tricotaus, for Western Motor Tariff Bureau, 
Inc.; fiiterested parties. 

Frank M. NIUlam &nd .John'M. Johnson7 for the 
coamasslou. sf.. . 
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OPINION .... ~ ... -.-, .... -..-

Applicants are 47 public utility warehousemen who conduct 
opuations in Southern Californi&.l/ By this application they seek 
authority to increase by eight percent the rates and' eharges they 
maintain for storage and handling of general· merc:bancI:tse~ and for 
certain related services 1n connection. therewith;. The last general 
adjustment of warehouse rates. and charges of these applicants' was 
a five percent surcharge authorized by Decision No. 83155 (1974) 7 

and by sr.o 8146 (1974). 

According to the application, as amended, applicants have­

experienced increases in expenses pertaining to their warehouse 
operations since July 1, 1974. Wage costs effective JUly l~~ 1975 
b3.ve further ineret.sed those expenses under terms of. labor agree­

ments providing for increases in basic wage rates and· fringe 
benefits. As a result, it is alleged that revenues be~' derived 

from. rates which became effective August 12, 1974 are ~uff:f:.c:Lent, 
and the proposed rate .increases are necessary :tn order that 81'p1i-

eants may continue to render efficient se~ce to. the pUblic. "j' 
Public bearing was held at Los Angeles on 

~y 8 and 9 ~ 1975. Applicants prescntcd evidence through I 
eigbt witnesses. Twelve :exhibits were received'. The staff \ 

participated in the development of the record through ,exam 1 nation 
of appl1c::auts r witnesses. !he matter was submitted on May 19~ 1975 
upon reeeipt of late-filed Exhibit 12. 

1/ Applicants ~onduct operations principally in the most populous 
. and developed portioos of Los Angeles and Orange counties.. A 

number of the',applicants conduct business at more than one 
location. The.addresses where each of the warehousemen maintain 
storage facilities formercb.andise are set forth inche applica­
tion. 

-3-
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Prior to June 15, 1975, applic::ants~1 maintabect'ratesand 
chargas for warehouse services-at theloeations here!rl'!nvolvedin 
California Warehouse Tariff Bureau (CWTS) Warehouse Tariffs Nos. 2S-A 
.aud 29-R and certain individual tarlffs. Effective June 15, 1975 
the participation of applicants in Tariffs Nos .. 28-A, and' 29-~ was 
cancelled (except f.or Useo Services, Inc.). !'he rates, and: rules were 
transferred ~o. Western Motor Tariff Bureau, Inc., (VlMl'S) Wareh~e 
Tarlffs Nos. l,and 2, respectively. ,It is planned' al~o to-transfer 
the participation of Usco Services, Inc. to the two wz.a:s, tariffs as 
soon as arrangements can. be made. In transferringraees to ~ 
Warehouse tariffs Nos. 1 &1ld 2 applicants incorporated in them' the 
surcharges previously authorized and published in CW'!&',Warehouse 
Tariffs Nos. 28 ... A and 29-B. A.pplicants specifically !eekauthority 
to apply the sought eight percent increase to all four, of these 

tariffs" and to Un:lon Term:1Dal, Warehouse, Inc. Warehouse Tariff No.5. 
Applicants' Evidence 

The Los Angeles supervisor of the, california l'ruek:i.Ilg , 

AsSOCiation, Division of Transportation Eeollomies(cost witness),. . 

explained the cost and financial exhibits appended to' the applica­
tion and the amendment, plus 12 additional exb.ibits,someof which 
were the sace as exhibits appended to the application. He' alae 
explafned Item A which is 4 notice he prepared for thep~e of 

'1:.1 By Decision No. 84236 (1975) the warehouse operatVtg authority 
of applicant, Storecenter,. Inc., was transferred ~o- Sprenef£,., 
Inc.,. dba Air Speed Systems~ aIle! moved from VeraOU' to- Commerce-. 
By Decision No-. 84048 (1975) the warehouse o~at1ng authority 
of Webster Delivery Se:rv1ce~ Inc., was t:'ans~rred to 'Wide 
'Wcrld Cargo Service, Inc., dba American Wa~ouse~ Inc. 'I'he 
application was amended en the record: to. 1llclude these-
transferees. " , 
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advising store.rs of the sought eight percent :!nc:rease,. .the gener.al . 
bases therefore ~ and the time a.nd place- of hearing. He d:tscr:tbuted 

a supply of the notice to each of the apFlicants .. who reported to 
him that it was uzi1ed to a total of approximately 2 ~SOO customers. . 
Two 'letters were received protesting the increase,. however ~ no 
representative of those parties ap;>eared at the hearing. 

In measuring the effect of increased· w.arehouSe Ctperad.ng 
expenses,. the cost witness utilized the results of operations of 14 
test wa1:ehf"lusanen. These are the same 14 test warebousemen whose 
composite operating results were utilized in Application No. 54752 
tf" justify the last: 1nc:ease in rates for the 47 app11cs:c.ts autho­

rized by Decision No. 83155 (1974). He testified that. the 14 test 

wa1:eh-.uses were chosen because the· maj or portion of their. operations 

a:r~ pUblic ut1l!.ty warehouse operations. He SC!id that these 14 
warehousemen account for appr.,x1ma.tely 70 percent of the pub-lie 
utility wa:rtahoutJ.e revenues of the 47 applicants,. . and: alsOo prcv:lde 
frcm 70 to 75 percent of the total square feet ofpub11e.ut!lity 

wa-rehouse space provided by all of the app11cauts •. The eTA. eost 

witness stated tbat the public utility warehouse opcrati~. ~f the 
. . " ~ 

othe applicants do not represent a major portion of their act1v!~' 
ties. 

The cost witness explained Exhibit 1 which conea.ins' 
d~elopment of total labor cost. It shows tbatwa:::ehousemen who 

have ~greementt; with the General Warehousemen Union experienced a. 
total hourly labor cost increase of 7.42 percent 4S ·ofJulyl',. ~97S. 
Aecord11lg to the witness labor expense· represents nearly 60 percent 
C"lf total expe.nseB.. The witness asserted that other expe:ses also, 

beve risen substantially due to in£la1:1on~ and that those expe:1S68 

ba"1e. placed additional pressures upon the ~b!1ity of appUcaut:S' to 
meet cu:rrent and future f'1"QA."Ceia.l 'IlO0&;. 

-5-
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Exhibit 2 shows the results of·operat1cmsfor the 14 test 
wa~ousea. 'the exhibit <:ontB.ins lin update of tbe·1nfoxmationtbat 
was used a.nd cous1dered by the Comm1ssit:tn 1n the last rate increase 
authorized by Decision No. 83l55- in Application No .. 54752. In' 
prepa.r1Dg this exhibit and in' the &tl&lya!s of the warehoasemens' 
operat1ous7 the sampling t~ls~ calculations" and other premises 
used in developing 1nfm:mat:ton~ were the same as used", and considered 
by the Cotmn1ssion in prior rate increase &l'p11catiOtlS. :tnvolving 
these applieants. Annual reports on file with' the Comm!8S:ton~ and 
fillAuc:ta.l <!ata taken from the books and records of appl:tcauts for 
the year 1974 were used as ~he lat~st f~c:tal infoxmad'.on ava1l.ab1e. 

Balance sheets for the 14 test wareho'tlSes. as of 
Dece:m.be.r 31, 1974, and income statements for the year 1974 are con­
taiued 1u Sehed-ules 1 and. 2 of Exhibit 2. Schedule 3- s\1D:II!Iarlzes 
the ope.ratiou& 4fter ad.justments and alloeat1ous between pubUc 
utility a.ud uou-ut1U.ty expena~s. Schedule 4 shows the detail of 

operatitlg expenses after the acijuatments summarized, in Schedule 3:. 
Schedule 5 is the development ofopera,1:.Ora' invested capi.tal •. 
This 1ne~udes substitution of owners" exp.nsea in lieu of· rents'~ 
wh~e appliea.ble. 

-6-
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Schedule 6 of Exhibit 2 is a modified income statement' 
for each of the test warehouses to reflect revenues ontbe basis of 
present rates which include increases authorized in, Deci.sions 
Nos. 82513 and 83155 as though 'they bad been in effect £orthe year 
1974. Expenses were adjusted to refl~ct labor co-s.t in~eases- .';"/" 
effective July l'~ "1975 for a full year period.. Expenses were, 
further adjusted by substitution of owner's expense in lieu of 
rents, where applicable, as shown in Schedule '5. The modified 

income statements are set forth in Table 1:. below.. Tablet 
incorporates certain changes in figures in Schedule ~of ~£bit 2 

for Weber Truck and Warehouse, and in. the total figures ,...as set 
forth in Exhibit 10.. Table 1 shows total net operating. loss of 

$251:.830 on total revenues 'of $13:,20~.440· foranoperatl.ngratiO: 
of 101 .. 91 after income taxes. 

-7-
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TABLE-l 

Income Statements of 14 Test Warehousemen for 
Test Year 1974 Reflecting Present: War,ehouse Rates~ 

With Expenses Adjusted for Labor Costs Effective July l! ,1975-

1974 
Net Operat1:Dg. 

Operat1ng AdjUsted:' IucomeAfter 
Reveuues E:xpenses ltu::ome· Taxes .. Ratio-' c;> 

Ace City Warehouse 
California 

$ 492~81l $ ·4.s7~69Z, $ 35,119:'< 92.87· 

Warehouse Co. 
Commerce 

4347058- 427.799, 6;r25~" 98,56-

Warehouse eo. 652'7867 ' 615~40S 37,462 94.26-
Dart 'Public " 

Warehouse" IDe. 408,434 373',092' 3S 342" 91~3S , , . , . . Davies Whse Co. 913',505, 8!9:.,475 34,030 96;,;27: 
Interamer1can Star ,0, 

Warehouse" Co .. 1,283,142 1.,268~615 14' 52t 9887 .. ·· .. .. .. . Metropolitan 
WarehOuse Co. 2,461,434 2,.865,923- ,(404',48~): ", 116.43: 

OVerla1ld Term1:nal 
Warehouse Co. 697,924 649',227 48 69:t : 93~02' ' ,. , 

PaCific Coast·· 
105:.27 Terminal Co. 1~909,840 2~01O.,492, (100,652), 

PaCifie Corm:Derc1a1 
Warehouse Co. 411,608- 405,373 &,23$ 93.49': 

Redway 'Iruek & 
Warehouse Co. 434,585,. 410,.369' 24,216- ' 94~43 

State~ 'Wbse., Inc. 827,337 ' 81.>,669' 13;668' . . 98.35' 
Union TerR)'{nal 

Warehouse, Inc. 1,628.793- 1.,600.221 28,.572 93 .. 25 
Weber'Iruck,& 

679~91g: Warehouse 649;tlOZ 30:z816 104.75 
total $13:t20S~440 $13.,457 ~l70 $(251,830) ... -101' .. 91 . 

(Red Figure) 

-~ 
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Schedule 7 of Exhibit 2 contains modificatioDB of 
Schedule ~ that include adjustments to public' utility warehouse 
revenues t~ reflect the proposed eight percent increase in rates 

and eba.rges. The results of these adjustments on the operations 
of the 14 test wa~usemen are reflected :tn Table 2,. below. 
Table 2 inc:.t)rporates certain c:banges1u figures in Schedule 7 of 
Exhibit 2 for Weber"Truc:k and Warehouse:p and 1n total f!gures:p 
4S set forth 1n Exhibit 11. Table 2 shows total net operating 
income of $44S:p211 on total revenues of $l41261:p875 for an . 
operating ratio of 96.88 after income taxea. 

.' . 
, '."', .. 

/ . 

.. ' 
I .. 
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Iucome Statements of 14' Test Warehousemen 
for Test Year 1974 Adjusted to Reflect Proposed 
Eight Percent Increase in Warehouse' Rates, and 

I.abor Costs Effective July 12 1975. 

Al:.e City Ware.house 
California 

Waxehouse Co. 
Commerce 

Warehouse Co. 
Dart Public 

Warehouse, Inc. 
Davies Wbse. Co. 

Interamer1ea1l. ,Star 
Warehouse Co. .. 

Metropolitan 
Warehouse Co. 

Overland 'Xerm:1ll8.] 
Warehouse Co. 

Paeific'Coast 
'Xern'dT!8] Co. 

Paeifie Commercial 
Warehouse Co. ' 

Redway: truck & 
Warehouse Co. 

States Whse .. > I'DC. 
Uuiou'Tera11ual. 

Warehouse;t IDe. 
Weber Truek& 

Warehouse . . 

Total 

Net OperatiDg., 
Adjusted 11lCOIZle' After ' 

Revenues. EXpenses Income 'Taxes 

$ 532,236 $ 47$~461 $: 53:>77$' 

468;,783 441,.679: 2;7,104' 

705,.096 642,.898 , 62,198 

441,109' 390.304 50~8o,5 
986>585 917,,973. '··~68 .. 612·" ' 

, .... 

1;t385,793 1,.321,.034- 64:. 759' 

2:.658,,349 2,865,923: (207,.574) 

'. 

753 758: , , 678,640 75-'118: ,. 

2,.062,.627 2,03.1,,362 31,.265- " 

418',298 26,.239" 
.. 

" . 444,537 
. ". '. 

469:,352 428',684 40,,668:,' 
893~S24 846,,,592. 46;t932, ' 

1,.759,.096 1,663~913 90,.183 
.. ' 

-",01',030. 68S:a 9()3 " 15~127~" 

$14,.261,875 $.13> 816;664 $445,,211 ' 

(Red FigareJ 

.-10- ' 

/ 
operatitt 
Ratio (7. 

89~90 

94-2.2 , ,~ 

91 • .18 

88.48:,. ' 

-93:.05 

95;.33',' 

'107.81: 

, 90.0J; 

.·98.~ . 

94.10 
.,,~ 

'91.34-
'94.7$ , 

94.87 

97.84, 
-9&.88 " 
,.~ 
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Schedules 8 .and 9' f)f Exhibit Z and', Exhibits 3- and 4 
eoutaiu aunwnartes of f1M:rac1al data for certain of the other (non­
test) appl1can.t warehousemen for 1974. No adjustments or modifica­

tions were made in those data.. For 21 non-test Warehousemen, total 

operating revenues were $5.341.433;; total expenses were $S.~.33Z~34t; 
and net operating tncome was $9,.086. The resulting operatiDg ratio 
was 99.83 before 1ncome taxes. Operat:1ng data (1974) 'for 12' other 
non-test warehouses either were not available at time of hear1.rag,.. or 
they showed no storage or very m:tnor storage under the tariffs 

involved. Several of these applIcants store mostlybousebold goods. 
!he coot witness stated that because these 12 warehouses perform 
only a sma.ll percent of merchandise warehousing,. their inclUsion or 
exclusion would have little effect. if any,. on over&~1 results. 
Exhibit 5 shows that the combined operating ratio for the 3S test 
and no~test applicants for 1974 was 102.61. 

!be cost witness estimated,that the effect. of the sought 
eight percent. tncreaae would be an increase in reveaae for the 14 
test warehoU8~ of $1,.056,.435,. and for the' other (non-teat) ware­
houses the 1nc:rease would be between $200 ~OOO and $300 ~ 000. 

Exhibit 6- shows the operating ratios sought (a,(ter taxes) 
for each of the 14 teat warehousemen for the years 197Z ~ougb. 
1975. Alao shown are the low. bigh, and average operat1ng: ratios 
for each of the 14 warehousemen, and the totals. Th18: exhibit 
discloses that during the last foar years the operating ratios 

genera.lly varied both up and" down. for the varlous warehousemen' and 
tba.t there was no set pattern' of operatiug ratios among' the ware­
housemen. The eTA witness expla1.ued that the differences'result:, 
from differeDCea in llILture and characteristics of· each warehouse' 
busbess during tbe,£our years. • , , 

-ll~; 
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Exhibit 7 is a table" show1ng certain f'aCU1t1esand 
characteristics of each of the- 14 test warehouses. For each ware­

housemau there are shown the n'Q1Ube.r of locations ~ total floor space ~ 
percents of s1ngl.e stClrY and multistory space, percent: of floor 

sp""" racked, alId percent of business turned over up to 30 days, . ~ 
~tween 30 and 60 days, a'Cd over 60 days. 'Xhereare w1de, variances 

in 1DB:D.y of the figures shown.. The cost witness stated, t:ba.t: the 
differeuees in w&'rehouse operations and characteristics shown in 

Exhibit 7 are among those that eontl:1.bute· to the differenees in 
ope:rat1ug ratios for the four years shoW'Q. 1n Exhibit 6~ 

Exhibit 8 is an allalysis of 30 main groups of' cOmmodities 
stored by the 14 test warehouses, and the percentage of space 

devoted to each .group. The commodity group- f1gu:res ra1l8e from 0 to-
100 percent, of total space occupied,. dependiug upon the warehouse 
involved. Exhibit 8' shows that the test warehouses do not store the 
same ktnds of commodities. !he cost witness asserted that the 
various commodities,. with their differences 'in storage and;.bandl1ng 
eba::acter1st1es, also contribute to the d1fferences in operating , 
ratios shown 1u Exh1'b1t 6- by the test warehouses. 

Exhi.b:tt 9: 18 a saramary of' data from. wholesale commodity 
price indices prepared by theU. S. Department of Labor, Bureau of 
Labor Statistics (1) for all eC1XlmO<lit1es,. and (2) for industrial 
cf"l1XlDlodities. the data. are shown for the -six years from 1970, 
through 1975.. I'he f1gu:res show that for the three years, from 1970 
tb%ough 1972 there were relatively sl!ght increases inpnces. 

Beginn1Dg in 1973 prices iuc.reased substantially. For exam.ple~ • • I • 

in Ma.xch~ 1973 the i.udustr1a.l commodity index was 122.8~ however,. by 

March, 1975 it was 168.9, reflecting a 37.5 percent increase,. the 

witness stated that the applicants were authorized increases in' rates 
~ _. .,,'1~'" . I 

of about 21. percent during the same three-year period.' Resaid that .. 

-12~ . • 
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in addition t~ labor coat mereaaea. dur~ng' the· per1od~· applicants' 
books show that they have experienced increases in ot~~r' costs: due 
to inflation. Between 1973 and 1974 there were increases of 35-
percent in costs of paper ~ ractcs., and, other plant materials. and 

supplies; 31 percent in plant maiDtezl&Dce and'repairs; 3-7 percent 

in plant utilities; and 26 percent 1n office mater1ab and supplies. 
Exhibits 10 and 11 contain cbaDges in certain 1nc:ome 

statement figures in Schedules 6- and 7 of Exh1b1t2, as explained 
in connection w1ch ".rabIes 1 aucl 2, above.. Exhibit 11 alao shows. 
a consolidated rate of return for the 14 test warehouses· under 

proposed rates and adjusted ,;expenses of 7.71 percent,. 'lhereis 
no consolidated rate of return in Exhibit 10 under pres~, rates 

and adjusted expenses due to the eatimated' consolidated operat1.Dg 
ratio of 101.91 perc~t. 

Late-filed Exhibit 12 ahowa the numbers of locat1onsof 
each of the 14 test warehouses, and the total square feet ded!cated 
to public utili.ty storage space for the test year 1974. the square' 

feet range from 82~SOO for Dart Public Warehouse Company to 497 ~17S. 
for Union Texm1Dal Warehouse, Inc. The total square feet. of public 
utility space reportec:l' by the test warehouses is 3~ 717,.868. 

Officers of seven of the teat warehouses (operating , 
witnesses) testified on behalf of applicants. 7b.ese" witnesses COll­

firmed that the notice to storers (ItemA)w.asma11ed tocustomer$ 
prior to the hearing. Their tes.t:lmony confirmed data, in the exhibits 
and the other testimony of the eTA. cost witness insofar.. they 
related t~ their· 1nd1v1dual compani"es. 

. . 
-13-
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The operating witnesses testified that variations in 
operating ratios 'over tbe last four years were due pr::lncipallyto 

variations in business. they explained that primary factors, 
affecting warebouse operations are the types. of storage accounts 
and the rates of turnover of merchandise in storage.. Assertedly tbe 
economic slowdown in 1974 caused tires, jute", ana· various. other. 
commoclities to remain in storage longer than usual. The operators" 
explained that warehousing generally is more profitable, as the' rate 
of turnover of a commodity or storage lot 1ncrease~. 

The testimony of the operating witnesses confirmed that 
some of the applicants conduct operations at more than one location; 
that there is a wide variance in the age of the structures; and that 
some of the Structures are single story and others are ,multistory. 
One operator bad changed structures and added' square footage in 1974 
and 1975. 

The individual, operators confirmed that costs, other than' 
wages, also haV3 risen substantially. They cited' increases in' costs,/,: ' 
of electricity,_1 g4S, propane for forklifts', forklift and. other · 
material handling equipment, pallets, rackS, and' office machine 
maintenance. '!'he operators have continued to make changes ',' to' 

effect efficiencies in material handling techniques and' warehouse 
layouts. Modern computers have been utilized and office procedures 
revised for more efficient handling of paper work. 'Ib.e operators 
testified that they have ongoing employee training programs. 

---------/' ~/ In addition to plant lighting, etc.,. some operators c:onsu:me I/' 
substantial amounts of electric energy charging storage 
batteries in electric-powered forklifts", and in providing 
temperature control service in insulated rooms. General tariff 
proviSions for temperature control service and rates are 
contained i'O. Item 70 of ~ Warehouse Tariff No. 17 and in 
Rule A 35 and in Section 2 of WMl'B Warehouse Tariff No. Z. 

, " 
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Discussion 

Applicants seek an eight percent increase in rates to , 
offset a 7.42 percent increase in costs of labor and also to offset 1. 

recent increases in costs- of utilities, equipment,.' materials, and 

supplies. Analysis of the financial statements of the 14 test 
warehouses selected as representative 1n~icates that on the basis 
of present rates and charges the warehousemen will suffer a serious 
deterioration in tbeir operating ratios in order to absorb· the cost 

" 

increases involved. The total dollar amOunt of rate increases 
sought is approximately $1,300,000. 

It is apparent from the record in this proceeding that 
there is no single factor which explains ~be variability of operating' 
ratios and rates of retU:'tl. among the test warebouses. . Variations 
might be due, among other factors, to: (1) failure of the relative 
rates for warehouse services to correspond totbe relative cost of 
services--thus, for example, if storage charges are relat:(ve~y too 
10"'N' and handling ·charges relatively too high,. warehouses. which. 
perform a disproportionate amount of storage services will be less 
profitable than others; (2) differences in management. e£f:Leiency;; 
(3) unpredictable shifts in market condi.tions for storage for 
different commodities; and (4) the age of the warehouse ... An older 
warehouse,. which has been bighly depreciated, may; have a market. 
value conSiderably higher t113n its book. Its rate of return on 
book value might then exceed the average for newer warehouses. 

The appropriate way to reflect these differences is through 
the coxnpetit!ve prOcess. Wareho\lSing~ today ~is an .inherently 

competitive industry~· not a natural monopoly. Fortbis.reasontbe 
Commission bas: urged the Legislature to end the public,utili.ty 
regulation' of warehouses. 
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Absent new legislation, this Commission continues to have 
the duty to regulate warehouse rates. Ibe record in this ,proceeding 
indicates that applicants are in need of rate relief a~tbatthe 
r3tes requested will allow applicant warehousemen an opportuni~ to 
experience operating results which have been found. Justified byebis 
Commission in the past. Tbe rate relief reqc.ested'will beauthor:Czed. 

However, the Commission's concern over the, manner in which' 
rates for warebousacen are currently determined dictates. 
that henceforth a new regulatory policy should-be adopted in the 
regulation of warehouse rates. Princi.pally, the Commission: intends 
to encourage the availability of individual tariff filings by the 
various "A7arehousemen and to protect the potent:ta.lityof indlVidoal 
action both within and among the various tariff' bureaus.- Ac~ord'ingly,. 

the Commission will benceforth set rates on an. individual basis" 
grant~ permission to increase rates only to those warehouses which 
are both efficiently operated and unable to earn a reasonable return 
at existing rates. Grout> filings of a single rate for warehousing 
se:vices where no individual justification has been made by the 
tne1nbers of the group will be subject to dismissal. ' 

The Commission is aware that the difficulty with this 
proposal is that individual warehouses may be unwilling to put rate. 
increases into effect for fear of competition from other warehouses 
not allowed to increase rates.. However,:Ln that case the. l~return 
warebouses could propos~ a rate schedule which would· reflect the 
special'aspeets of their business (other than any inferior efficiency 
of their operations) which are responsib-le fo:r their relatively 
unsatisfactory rate of return. Thus, for example, the r~lative rates­
for storage and handling could be adjusted if it developed that most 
of the low-return warehouses were specialized in one ort~e other 
activity. Sitnilarly~ any enduring cos-t advantage of bandl:ing a 
particular co~ity could be reflected in a new rate structure .. 

. ' . 
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After :oaking these adjustments, the rate structure should p,rov1de' a 
comparable rate of return to wareboases of comparable eff:te:ienc:y, 
with two exceptions: (a) any inaccuracies in the de pree iat:£.on , 
formula used for warehouses might be reflected'· in a relationship 
between tbe age of a warehouse and its profitability; and" 

. (b) unpredictable market shift would still affect profitability. 
These conditions, however, are likely to bold true under any system 
of regulation, and even in some degree under a competitive regi.me-. 

This alternative to the present regulatory 
scoece is not fully satisfactory .:ts it will not prodl.lcc lIS 

f.:lir a rate scbedule .:!s would cOClpet:Leive pricing.. We conclude, 
however, that thi~ approa.ch is more compatible with our regulatory 

. . 
~ 

J · · ~ 

• · ~. 

; 
• 
~ 

I 

responsibilities. So long, as warehouses are regulated as' public 
utilities, the Commission must aS8'=essively pursue a policy ·that 
wi,ll not grant rates 'which result in exceptionallY'high profitsi" 
unrelated to efficiency. 

~ . 
Findings. ,I 

t 
1. Applicants are public utility warehousemen engaged"i:nthe ~ 

storage of merchandise at one or more loeatiOt1S· in sou1:hern;' californ:t~, 
• . 1 

largely in the most populous and developed portions of Los Angeles ~' 

and Orange Counties. ~ 
: 

2. Applicants compete among each other for storage business. ~ 

They also compete with other storage in California and various 
western seates. Applicants also compete with, commercial arrangements~ 
which can and do obviate the necessity for' storage in southern ~ 

) 

california _ ~ , 
3. All of t:he.applicant:s~ except: usco'Services, Inc." 

participate in the storage rates and rules. in ~ Warehouse Tariff 
No.1. '!bose rates and rules are generally uniform for .all 

participants. 

-17-
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4. Thirty-one of the applicants also participate in one or 
more of the commodity items in WMTB-Warehoase Tariff No. 2. Tbe 
rates in that tariff are designed for special conditions relative 
to individual operators~ such as large annual volume~ 14rge· monthly 
turnover ~ or ease of handling in and out of the warehouse. 

5. Applicant~ Usce- Services~ Inc. ~ participates in CWTB 
Warehouse Tariffs Nos. 28-A' and 29-B. The rates ancl. rules in those 
tariffs are the same" oressent1,ally ebe same, as the rates and 

rules in 'tMXB Warehouse Tariffs Nos;. 1 and 2 ~ respectively. 
6. Applicant ~ Union Terminal Warehouse, Inc. ~ publishes its 

own Warehouse Tariff No. S~ in addition to its parti.cipation in 
WM.'XB Warehouse Tariffs Nos. 1 and 2'. 

7., Table 1 of thi.s opi1l1on shows that from the composit~ 1974 

publi.c utility operating results for the 14 selected' warehousemen~ 
when adjusted for the levels of rates authorized 'in Dec:£.s:£.ons 

Nos. 82513 and 83l55, and for wage :£.ncreases granted in 1975, those 
warehousemen in the 4gg1:egate woald have operated at little or no 
profit. Applicants are in urgent need of an increase in rates to 
offset the increases in costs of labor, utilities, eq,uipmen.t·~ , 
materials, and supplies they have experienced: in order that tbe:r.r 
operations, as a whole, will be profitable. 

8. The proposed eight percent increase- in all rate-s and 
charges under cw.m Warehouse Tariffs Nos. 28-A and 29-B:. WMl'B Ware­
house Tariffs Nos.. 1 and 2 ~ and UD:i0n Terminal Warehouse~ Inc. ~ 
Warebouse Tariff No.. 5 is justified.. It will increase appli:ants t 
revenues by approximately $1~300.000 .. 
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9. There 1s no apparent, single factor which, explains the 

variability of operating ratios and rates of return experienced by 
the test warehousemen. The appropriate method to-' reflect these 
dizferences is through the competitive process. 

10. To promote the establishment of competit:Lve ratemaking, 
rates should be set on an individual basis granting authority to 
increase rates only to those warehousemen which are both efficiently 
operated and unable to earn a reasonable return at exis,tingrates. 
Henceforth, rate increase applications involving. warehousemen will 
be considered on an individual basis .. 

granted .. 

. . . '. 

Tbe COJrIDission concludes that the application sh~t.1ldbe 

Q!i~!!i 

IT IS ORDERED that:' 
1. Applicants are authorized to increase their warehouse 

rates by eight percent. Tariff publications authorized to be made 
as a result of the order herein shall be filed not ear];:[er'·than the 

effective date of this order, and may be :r,nade effective not less 
than five days after the effective date hereof on not less than, 
five days t notice to the Commission and t<>the' public. 

2. The increased rate authority granted in Ordering 
Paragraph 1 shall be accomplisbed by the ptiblieation ofa surcharge 
rule in the'respective tariffs, reading.' substantially as, follOws: 

, ' , 
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'~ept as otherwise shown in connection with 
individual items, all charges ace~ for 
services under rates And charges. in 
Sections , and ) of the Tariff) 
are subject to a surcbirge of e~t percent. 
'!be surcba:ge will be applied as follows: 

'Compute the total charge under 
the applicable rates and charges 
and increase such total charge by, 
eight percent) resulting fractions 
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. The authority granted in Ordering Paragraph 1 1s su1>ject 
to the express condition that applicants will never urge~fore this 

Commission in any proceeding. under Section 734· of the Public Utilities. 
Code, or in any other proceed:Ulg~ that the opinion and order herein, 
constitute a finding of fact of the reasonableness of any particular 
rate or charge) and that the filing of rates'and' charges pursuant to 
the authority herein granted will be construed as a consent to this 
condition. 

4. the authority herein granted shall expire, unless exerciSed 
within one hundred twenty days after the effective date of this. order~ 

The effective date of this order is the date bereof~ 
. ,~, Dated:· at ,~ __ Sm __ Fra.n_~_~ _____ ) Califorrda,tbis 0:/6' ' 

day of ___ 'A_" 00_' '_llS_T ___ , 1975.. 


