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Decision No~ . 66853' 
.1 ",' 

BEFORE !HE PUBLIC urn.I'IIES COMMISSION OF THE SrAtE OF"'CALIFORNIA 

In the YJa1:ter of the Application of 
DR.:EISBACH com STORA~_~?.!.z HASLE!'! 
'V7,AREHO'OSE COMPANY ~ MEJ:«,;tiA.l.\fl~ ICE AND 
COLD STORAGE COMP~"Y ~ NATIONAL ICE 
Al.'ID COID S~.cORAGE COMPANY OF CALIFORNIA, 
UNION ICE. &: srORAGE COMPANY, AND UNITED 
COLD STORAGE co. (A. C. Freeman dba), 
for an Increase in Rates. . 

:G the Matter of the Application of 
BERCOT-lUCHA..1IDS COrD STORAGE CO., CONE 
ICE ~1D COLD STORAGE COMPANY (Oliver 
w. Chatfield dba) , CRYSTAI.. ICE AND 
COLD S'IORAGE WAREHOUSE, LINCOLN COLD 
STORAGE COMPANY ~ INC. ~ NATIONAL ICE 
A..'1I.ID COlD srORAGE COMPANY OF CALIFORNIA, 
EELIANC'E COLD STORAGE WA..~OUSE CO., INC. 
TRACY. ICE & DEVEI.OPMENl' COMPANY, a:ld 

. UNION ICE & STORAGE COMPANY, for an 
!ncrease in Rates. 

l 
) Application No-. 46977 
) (Filed September 14.~ 1964) 
) 
) 
) 

S 
) 

I 
) 

~ 

Application N<>. 46978· 
(Filed S-eptember 14,. 1964; 
Amended December 3,- 196i. .. ) 

------~ 
In the Matter of the Application of 
BEALL· REFRIGERAXING CO., MERCHANl'S 
REFRIGERATING COMPANY 'OF CALIFORNIA, 
~ODERN ICE & COLD STORAGE' CO., NAXIONAL 
ICE AND COLD stORAGE COMPANY OF 
CAI.IFORNIA~ SANTA· CLARA COlD 
STORAGE & .FREEZER. CO., ·UNION ICE & . 
STOR:A.GE. COMPANY, and 'WESTERN REFRIG
ERATING & COLD STORAGE COMPANY, for an 
Increase in Rates. 

) 
) 

l 
) 

~ 
5 
) 

Application No, •. 47103. .
(Filed· November l2,·196l:.; , 
. Amended Decemb'e:::- 3:/. 1964) 

Vaughn, Paul and Lyons, by John C. Lvons, nnd 
JaCk L~ Dawson, for applicants. 

Lloyd Halverson, for John Inglis, Frozen Foods 
tompany; L. A. Campbell, for Stokely-Van Camp, 
Inc.; Morton L. King and Bernard H. Bohman, 
for Sterling IndUstries Division of the Green 
Giant Company; E. Alan Mills, for California 
Grape and Tree Fruit League; Phillip; Chinchiolo
for Chinchiolo Fruit. Co.; Felix-Costa and A. H7 , 
I.x:ay~l, for Felix COS1:& & Sons; Earl S. Willlams) 
Department of General Services, State" of Cali-
fornia; interes1:ed parties. . 

John R. k"'Urie,. Charles Astrue and Ham- G. 
Scheibe, tor the Commission staff. 
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'0 PIN ION ... -.--~---
Applicants in these proceedings are publ:!.c ut:[l:i.'~Y ware

housec.en providing cold storage warehouse services. in Northern", 

California. Applicants in Applicat10n No. 469.7t' operate ~ac:tlities 

",,) " 

in the San Francisco Bay Area; those, in Application' No. 4697 So,erate 

facilities in the Sacramento and, the Northern~i'f Jc>a'qu1n Vall'e~; . 

aDd those in Application No. 47103: operate facili.ties· in,· tneSanJ'ose 

and Santa Clara Areas. By'these applications theYSeektoincr~'ase': ' 

certain of their cold storage warehouse rates, . and:' ch~':g~s., 
,. , ,I' 

'. 
Public hearings in these ma.:=terS:' were held: on' J3.,comm~n . 

record before ~nertvr..allo~on .January 5' and 6, 1965·,.at ~, 

Francisco, and January 8,1965·, at Sacramento. The matters were, 

submitted on the latter date, subject to the filingo'f'lat~filed .. 
'. 

exhibits which have been received. 

Tbe most recent adjustmellts, in the warehouse rates of 

Clpplicants in the San Francisco, Ray Area became' eff~ctive Novemberll:., 

1963, pursuant to Decision No.: 66160 in Application.·No:" 452S1.' (61 Cal: 

P.u.c. 533); the rates of applicl101:sin the- Sacrament~-San:J~a.qUin 

Area and in the San Jose-Santa Clara Area becam~ effective.~n':JUl.y 5, 
1962, purSuatlt to Decision No.. 63787, dated June' 4, .. 1962·,<inApplica-'· ", 

tions ,Nos .. 4387S:and 43879 (unreported).. Sinc'e:, the dates:.of"thel.cst, 
" 'II',.' .' 

rate increases, applicants have . ~ri~nced :i;nc:reased':dc)sts,',ofope~~~' 
. , "-',,,' 

tion involving wages., property taxes and other categories of exp~nses. ' 
',' , . 

According to the applications, the ra~e increases proposed.J:herei~' 
will not fully compensate, appli'cants . for the increases: 'ine~enses~ , 

but are urgently needed in order that the operator~'l'Q~ye~~ti~ue ·in 
'. . . 

business and offer efficient warehouse. services.' 

-2':" 
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, A. 46~77~ 4697$> 47103 ab * 

Ibe rate adjustments $Ought herein, as described: by 

applicants t tariff agent, principally involve increasing'the"storage 
, . . ,\," . '. . 

sud handling rates and labor c:hargeswhere the"present races- ~re 

less than the related average unic operating costs- of, providing-the ' , Y -,' "",'" -
service. . '!'he bulk of the increases falls iathe handl,ingracesfor' 

lots of less, than 30~OOO pounds and in. the storage r~tes,_for, lots ,o~" 

less than 5.000 pounds. The straight-time special l~bo~ charge'is' 
. " , 

proposed to be increased from $4.40 to $5·.50, per hour.:,,'Ihe ,'spec~al' 
',,' "'" 

rates for precooling and shipping of cherries applicable in the' , 

San Jose area and Stockton ar~a are proposed tObeincreaS~~·bY,2S. 
percent. " 'Ibe minimum lot size !nthe Sacrameuto-San.Joaq~:f;ti~nd' 

I "'.,. , •• , 

San .Jose-Santa Clara areas is proposed to be established,at:'S,:tOOO' 
'I • , 

pounds or less and rates and charges for: this l~t.sizeare:p~oposed' 
to be i'Qcrea~.:.."Cer-C8i1::.::'l:'ates~der which no- servic~has-been" .. 

performed for sometime are proposed to be c:atlcelled~, Ot~er miscella

neous rate increases ar~ propos-ed~ 

17 For example> the present and proposed freezer room rates for 
- v~etables> deciduous fruits and berries, in paclcages ~e:[ghing: 

20 pounds or more per cubic foot, are as follows: 

(Rates .in Cents per. 100 pounds) 

Handling . 
Present Proposed 
1 B A :if ---..... - -

45 45" 
35-, 3'> 
20. ' 25 
lS 15 

20 ' 
17%:' 
15·· 
lS. 

Col. A-A. 46978: (Sacramento-San Joaquin area) . 
and A •. 47103 (San. Jose~Santa; Clara area)'. 

Col •. :s - A. 46977 (San. Francisco- Bay Area). 

-3-
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-,' 
-, , 

Evidence in support of the applieationswas:adduced'by': 
. " , . .' ". 

applic3Ui':S' tariff agent, by a representative ofafir:ni 'of:pub11c ' " 
, .. , . . . . . . . ' . . . . 

acco-.:ntants and by representatives of several .of the applic'ants;.: 

Ev:tdencc in oppos!t:tO:l tOiDcrcases :tn precooling: accl sh:tpp,!;ngr,3tes 
" ',",-

on ch~rr1es was presented by theownl3r of 'a fruit packing'col:l.pany,',' 

and to increases. in storage and handlingra1:E's- on, f~its"andveg-
, 

etables in freezer storage by representatives of,twc? frozen "~food: 

packers. E.vidence alsO' was introduced, by ,staff: ~etnber~::'~fthc' 
• " • 01 

~ '." • "j' I. " 

COmmission's Finance and Accounts Division' and transportation. 

Division. 

Applicants' tariff agent estimated that und~l:'theproposals, 

the over-all revenues of applicants in the San 'Francisco· Bay ~e:;t ,. 
, , '. , 

W".411 be increased by 4.1 perce'Olt;revenues of appiicantS:i.nthe; . 

Sacramento-San Joaquin area by 4. s: percent ; and reven~es of' s?pl:l.

cants in the San Jose-Santa Clara'."lrea by 3:.4percent~ 

Results of utility 0?erat1ons, of each ofthe'app,licants 

at the involved plant locations, as, p~epared bY' thet~r:tff agent' 

from data $upplied by the warehousemen; are, set',for:th1nTab~e I>~ . 
. ,. 

':$ follows: 
I,' •• 

, '. 

, ,', ' 

, .~ 
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A. 46977;, 46978;, 47103: . ab' 

Tt.BLE I 

Results of Operations for 12-month Pcr:£odEnded 
December 3l;, 1963 (Except ~$noted) After Income l'~es· 

. (App11~nnts) 

W.:rehousemml 

Expenses 
(Including. .' 

RevenuQs Ineome-: Tmces). Net'. ' -
Operating.:.' , 
. Ratio>·.'. 
(percent) '.' 

Dreisbach 
Merchants 
N<lti.ona1 -

San Francisco Bay AreD (Application No. 46977). 

$ 327,910. $(15~746~' $ 312,l6L. ... 
. 549,868 564,788' (14,,9'20) 

'10$.0 
'102.7: 

S~ 'Francisco-Oakltlnd(l) 802';,.652 
Petc1~-Sant2 Rosa 206,819 

Union (2) 23,274 
United 123,609 
Hes1ett 32,468' 

Totals $2,050,854 

785· 109' 
2S5-~003 
22,791 

139',.969 
36·,234 

$2) 131', 80S $:(80 , 950)~ 
1, , ~ 

Sacrmncnto-S~ Joaquin Area, (Appl:ica~·ion<Nc>. 

250,720 . Bcrcut-RiChards(3) $. 173,695: $ .$'(77:,025)' 
Cone 8,458- 8,364 .93: 
Crystal 263,,820 ' 241,344 . 22;,476;' 
Lincoln 118·,286- 106 331 11,.955·· , . 
N.:tiona1 ~4) 245·,246 23'1,846- 13,400: 
~cliance 1) 32,632 28~591 2 67'3: ,. , Tr.:!cy (5) 135,,662, 121 12'3: 14,539 . , . '. UniOll 457 1900. 424:1 226 33::1;6,75,: .. 

Totllls $:1,435,699 $1 413~13 , ,. , $ 21 ,.786~' .. 

91'S': .. 
123:.3-

97.9: 
113.2' 
111 6, .. .. " . 

.. ·10S.9' 
. '1, 

4697,8)·. ' 
'. 

144~.3·'· 
93.9:' 
91~5- ' 
89 .. 9 
94.5 
91:.'S:' 
89'~;3; 
92:'~G- .' 

.. 
.' 

\," . 

98.'>:: . 
San Jose-Santa Clara Area (Applieation·No;.47103) . 

Be~ll 
Merchants 
Modem 
N.;:tional 
S~nt~Clara Storage 
Union 
Western (5) 

Totals 

$ 113:,352 
414,028 
618-,206 
209,.369 
216,788 
475,043 
251,132 

$2 ,297 ~919" 

$ 127,407·' 
442 5·38 
5-70 :01& 
255;,026:.-
209',,45,] 
444',164< 
216':1 859 .' 

( ) - Loss . 
(Totals may Dot add because-of rounding) 
(1) - For year endcd:July 31~ 1964. . 
(2) - For Oakland op~ationonly. 

~
3) - For year ended March 31, 1964. 
4) - For y(!!ar ended. June 30, 1963. :i' 
S) - For year ended September 30, 1963'. 

$, (1.4:,O.SS.)~ 
(28,5:10) 
48: 18S: 

(4S:6S7Y 
7·3·~···· . ,. ~ ..... 

30' 879' " , 34,274::,,' 

The£:tgures in the- £lbove' table, except as noted, are for 

,." 

, 

~hc cc.lcndFl= yc.ar- 1953<> !he tor:tffagent stat~d', tlic'lt the' f:i:~e::. .. ' 
. ~. 

in Xc'lb1c I are the 1ates·t available at the time his stud!~:~::~e~~':~dc.· 

" '. 

'.;' ,,,I' , 

-5-' 
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A.46977., 46S78,47103 .:lb 
I ./", 

'.' ," , , . 

The data purport to show results of operations, Dft~rpro~:!;io~' 'f~r' 
" ,> ,., 

income taxes, reiating solely topubli,c' utility war~~oti~~operat1ons 
~t loc.:ltions within the scope of the applicat1ons,here:!;n~,',\ I)evelopm~nt 

, . " 

of these figures necessarily involved alloca.tions 'of· exp~nseS'bc~ee; .. ,· 

public utility warehouse o~rations and·oth'erope~at!o~sat.:th6se'· 
. '" • , " lit . 

locations. Un1fo:rm allocation methods developed, .;nidus~d:by 'the:' '. 
. . 

. . . . , 

P<:cif:f.c States Cold Storage WarehousCtllcn's ,AssocilJt:ton in' prio,r' 
., , 

proceedings were followed fer t::lembers of that associat!on. Income 

t.axes were determined by applying 1963 tmcrates,to,the::tncon:c'of,: .. 

eaeh~company earned within the scope of cech 03p'pli'catlon1" ~atherthen 
" .• r' • ", 

endeavoring t.o pro-rate taxes actually' paid' on 'the c6mp~nie:::' 'ope:;;:-'" 
. . '.,.," .. ," 

tions as a whole.. In developing e~o.ses~ the a;ent $t~~?e.that': .' 

wltere w-9rehouse pr.ope:rt.1es w~re lea'sed fr~m an: affiliate,,. rentS',ac";;: ' 
. .. ~~( I 

tu::lly paid were eliminated" and the so-called landlord:,costs,iticurree 
, • '." l ' 

by the affiliated comperiy' were substitt:ted> 1u:ordert'osb.ow' operating: 

results 3$ if the properties:, were 'owned by the: publie, utility.' 

A fi~o.eial ~ner from the' Comm!ssionts.F:tnanc~ ~;d'< . 

Accounts DiviSion also presentcdev:tdence relating to; tb.e:operat:t~ns 

of selected warehousemen within the San Francisco Bay,~ea ,ao.a::th~' 

Sacramento-SaD Joaquin area. 'Xbi.s 'witness testified. "tha~, Witli 'cet:;"::, 

tain exceptions hereinafter noted, h!sstudy .':lgr·e.ed 'w:itb.the figures'" 

developed by applicants in Applications Nos.. 46977 3o.c1", 46978~. 'He' '. 
..' .., " 

took exception to the recorded amounts on the books of Unit'cd:' Cold • ' .. 

Storage Co. (South San Francisco) with respect to 'thevalu~\cithe , ". '. 
" ' 

warehouse plant. He stated that the property was en~e~ed:'~n 'the 
. . . 

books at a value based in great part on an· .sppraisal' made' :ilt1962·, . 
. , -- ,.'," 

when the property was. restored to pub-lic' utility se~ice.-·T.o.e\.1!tness: , 

developed values for land and buildings based o'n<' the; ,price.' r~~el:ve'd' 

in 1952 when a prior corporation was liClu1dated~ plus,'add:ttions'.:et'., . '. 
". , . ' ",,;,' . "'.. . I' ~. 

"'" \' " '", '.,'\. 

" :"" 
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"I', ,\ 

, , 

cost since that date. ',The witnessa1so 1Dcluded'i~' expenses'for-

Unit~ OJ. sa1a4Y of $10,000 per ycsr for the owner-opera,tor~ as' ,no such, ' ' 
. . . '. ,", , ' 

expense item is recorded on the books of' the company. An:' adj ust~ent: ; 
downward in depreciation expenses and- the addition of asalary:for 

. , ',' 

the o'WUer resulted in a net: reduction of $6,59'1 in total, exPenses: .. 
"" . 

before income t.::xes for United from those reflected in I'able:!~The

witness also adjusted downward the expenses of Union Ice,&St'~=a:ge' 
" ,'. 

Co:npany (Chico and Sto.:kton) , to eliminate certainnon-ut11ity' labor 
, ., 

.;ltld other expenses charged to utility operations". ,and increased . 
. \ ... 

expenses to reflect an understatement of-depreeiati6t:;-expenses~ the· 
, ". . 

net effect was to reduce expenses' before income taxes of· Union· po' 
T:lbleI by $4,595.: C'~rges. made toexpcnses for donationswere:elim;" 

inated 'tI:'here-ver they appeared. Based' on· his' studY',,' the:firi~n2ial 
I ""_' 

, "" 

examiner st.ated that in his opinion the,proposed inex:easedreve:l.ues 
, .'. ,r', ; 

would notp:oducc an excessive return on net inv~stment··fo~~ny ,of" 

the applicants included in his study. No study w~s' mncle:,by this 
'. . '. ' .. ' ,~ .. . ' . 

witn~ss with respect to results of operations of applicants' in ,. ' 
- :1:. ,', '", 

Application No. 47103. 
" , 

'!he tariff agent also deve10ped estimates o£ operating, 

results for a projected rate year under a continuation of· . presen:' 
" , ." '. .. 

.' . , 

rates" and under p~posed rates.. The estimate,g'were made by adjusting -".'. 

the expense figures shown in Table' I to· refleet,current ievels-,'of- . 
I ., .' 

. ' ',' '.. '. . \. 

costs for labor and property t~~es-,. .;xdjust1ng ,:t'C.come 'taxes-t~ reflect:: 

1965 rates, and adjusting revenuef:J,gUres 'to give 'eff~ct 'to, .the·' 
"',,/". 

" , 

rate increases sought herein. 
. " 'r • .;: ,. '1 .-',' ,'" ," 

was developed 'fro::t a rer~ting of a-sampling ofw:lrehollseb111sof', 
, ' . . 

d " , oJ·" 

e41cb applicant covering two-months operations,.'Xhe, revenues of· 
. . ~ , 

warehousemen in Application No. 46977: were also adj.usted· to give 
. , L'·T'.' "',' : 

appropriate effect to the increases granted by Dec:Ls:t'ott'No,. ,6'&160 , in····· 

Application No. 45251, effective. late . in 1963:~' 
',' 

-7- ... ' .' 
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A. 4697i, 46978, 47103: ab 
, ~ ,. '. \. ,'. - •... , 

In Table 2) below" .are set forth foreach-app11cllnt 
, ' 

estimated opera~ing r.!ltios after provision for1ncomctaxes", and " 

ra.tes of return as developed by the tariff agent for'thepre>ject'ed 

fiscal period, under a continuation ·of' present r3tes'atld'unc1~;, 
,I '. 

propos~d rates) respectively. 

Tt.:BLE 2 

Estimated Operating Ratios- after Income Taxes and 
Rates of Return For a. Projected RateYca.r Under 
Present and Proposed Rates, as Developed by Applicants 

Warehousemen 

Under 
Present 

RD.tes 

(Percent)· 

Operating Rate of 
Ratio, Return ' 

Under ... 
Proposed, 
Rates'· ' 

Operatl.ng.' ,l~ate'· of' ' 
Ratl.e> " ,Return 

San Francisco Bay AxefJ (Applic'ation No-.46977) 

Dries,b;lch 10t~9' 10{: .• 6-
Merchants 101.9 9S.~0 0,.9 
National 

97:.2 San Francisco-Oakland 98.:r 0.6 2.1 
Petaluma-Santa ROSa 124.6- 116.9" -, 

Union 98;.6 0.35 97-.:5, 0.63-
United 112.9 108:.8:, -, 

Raslett 112.0 107'.7' -All Companies 104.5 101.4, -
Sacramento-San Joaq,uin Area (Application.Nc>~.46978.)·, ' 

Bercut-Richards 146.4 139.2: ' .', 
Cone 98,.8: 3.5, 9'S.4", ,4.0; 
Crystal 9l':0:' 3.7" 90,.8:',- " 5.1 
!.ince>ln '88.7 5.4 86,.6, 6,.6-
National 94.8 2.3 91.$, ' 4.0' 
Reliance 90.9 s.e 90;.9·, 3,.8 
Tracy 88-.9 4~O sa: 3> . 4.3',; ., 'J 

Union 92'~9 3.3; 90.9;" . 4.5:: 
All Companies 99.0 C:.46· 960.3" 1.",' All, Companies except 

92~S 3.48 90;.4' " {:·.64 . Bercut.:Richards 
" 

, •. "I' 

San Jose-Santa Clara Area (Applicat:tonNo'. 47103.) , " . 

Beall 
Merchants 
Modern 
National 
Santa Clara 

Union 
Wes'tern 

All Companies 

115.7 
lOS. 3.. 
92.6 
97.1 
98.9-
93.6 
85.5-
97~0 

8.5 
2'~J.· 
O.S 
3.2 
5,.S: 
1.8' 

-8-
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101'.,6 -

91'.9', ' 9.5 
9l~.5: 4.5 
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92:.9, 3.6, 
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94~7" 3; );:: 

,,", 

.. \. 

.," 

0, 
" 



.' . e 
A. 46977, 46978, 47103 ab 

!he rate base estimates developed by' the tariff: agentmcl~e". ' 

provision for working capital in the amount o'f two. months:' cxpenscs;\ 
" . ,,;"" .. 

less depreciation. Working capital so-included,is 6'.1 p'erccant of" 
, ' 

total estimated rate base for the San Franciseo:B;ay,Are~gr~uJ?o-f 

w.orehousem.an, 6.5- percent for the Sacramento~SanJol.l,q,uin',grou!>"and.' 

8.8 percent for the Sa~ Jose~Santa Clara group. "EXclud,ing'wo~king, 

capital from rate base figures developed by the; tariff',age~two~i~< 
.~, ,\ .', ' ~ 

result in the following. rates of return for' the prOj'ccted,rate·,'year: 
" • ' " . ' '" c \ I" 

under proposed 'rates: 

San Francisco Bay Area, GroUP. • • • (loss).: 
Sacramento-San Joaquin Group'. • ... 1.81%, ' 
San Jose - Santa Clara Group •••• ' '3.67%, 

A certified pub-lie'aecountant testifying,on'behalf of 

applicants presented'studies which. his firm had' made to,develop " 

weight:ed average cold storage'unit operating costs~,:,,'Xhis witness 
. ;', " " 

has testified eoncerning simila.r studies in' pri.or~col:d;~or.ag~ "rate 
" 

increase proceedings. The procedures employed 'in connection ,with . 
. . .. . ' 

the present applications are substantiallY the s'ame ~sused in the' 
,1/ ., ,'" ,', , , 

c~rlier proceedings. As in earlier studieS,thc.accountantts:. 

analyses included the development' of handling lot-s,ize £:aetors and' 

stor<lge lot-size factors, which were used, In,a~certainin8.handling 
• ' • '. 'u • ..' • • 

and storage costs. The unit costs ~o developed 'va'rYw1:~hth'cden-, ' 
. . ..' . . , . 

sitiesof the commodities and the size of the" lots., Costs-were:' 
, ' 

, " 

develo~ separately for the varioU$typesofservicesrendCl:¢d':,by 

applicants. 

2:/ lhe Sackerotmd for, and the procedures employed in, the aceO\l:lt
ant's cost studies are set forth in Decision No,. 63787,. dated " 
J'U:le 4~ 1962, in Applications Nos. 43878 and £',3879 .' (u~ePort~d) .•. 

. ;, ." 

,', ,I 
, " • i,' ) ••.. , " 

•• <', ' 

".''' " 

,"" 

-9":', 
" 



A. 46977, 46978, 47103 ab*, 

The tariff agent p~esented comparisons ofth~proposed". " 

developed by the' accountant. 

rates and the corresponding weighted average unit operating :cos'ts as' 

/ , ' .. ' 

,Most of the proposed rates 

are below the level of the corresponding unit, costs~ , In the', few 

instances 'in which the proposed rates exceed the developed unit costs, 

the tariff agen~ expiained th~ factors other thaD. costs.' whi'cl;, 

assertedly req-..:irc the assessment of the high~rrOltes~' 'Xb.ese factors 

include perishability, irregular container sizes, POQr'stoekabili'tY' 
" ," 

of containers;. low pile ~ei8b.ts, and exceptional susccpti:t>ilityto 
, ". '0'" \, .... I • " 

damage beca~ of poor packing containers or the iDheren.t'natitte,of' 

the article. 

In addition to the' cost data submitted' by: th~ ',accountant~ 

the tariff agent presented exhibits designed to sho'l1: l<ibc>:r: costs, on 
, " 

a straight-time and over-ti.me 'bas.:i:s 7 as justi.fic:ation,for,the,pr~ 
• • ." I 

posed spceial labor rates. '!he average total' stralght:time wage,cost . . .. 
-., . . , 

per hour) including supernsion and overhead exPenses:, ~~nged from. 
, .. 

$6.26 to $7.12. The proposed straight, t:tmespeci~l'lab,o.r;rate 'is' 

$5,.50 per hour. 

The tariff agent also present'ed exhibits ,'showing results':'· 
"0"" ' • '.r 

of oper~tion under proposed rates for the three w3rehous~~'Il perfo~::"" 

:tng the specialized service' of precooling and'load:[ngof·:chcrri~S: 

into c~rs and trudes. According to these exh:r.bits,t:heop~~~ting.' 

ratios after taxes under proposed rates for the handling of cherries " 

would be 93.0 percent for Merchants, (Santa ClaraY, .91~8::pe~ce:lt'for ",' 

Sa:lta Clara Cold Storage, and' 91.4 percent ' for Union (StocktonY·." . 
, ," 

, ,"." " . 

Two transportation ,rate' experts fromtheCommissi~n r s, 

Transportation Division-Rate Branch test'ified" thattheY'had:, mad'e 

3Ilalyses of the revenue data employed by applicants . in'their,,' 

presentations to determine tbeaccuracyof revenue:,pro;j'~'C::tons .. 
! . '.' ". 

-10-
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These surveys- indicated that the revenue d~ta employed' in' 'applicants , 

studies were substantially accurate. 't-Jhere the staff studies silowed' 
, ' 

revenue data had been computed improperly> discrepancie's called: to,' " .' 

the ~ttention of' the uarehousemen prior to tl"le' hearing,'wcre corrected,;. 

Estimated results of operation of scl~eted 'W'arehO~$~~en ',' 

operating in the San Francisco Bay area' and theSacramento ... San',:'J~aqUin 

area were presented by an' engineer of the CO'CIll'lliss:ion':~' Ti,i1nspo::::t;tion

Engineerins Economics Branch. The vOl~e of'b~inds's: f~r':~e-"PX:Oj.-'~ 
ected rate year employed, by the engineer,wascstlmatec1 to: ~e'the:,same" 

. '" <' , ," ',' " 

.-;:s the corresponding historical year usedi'O.thcdata'prep:ar~d by~ , ' 
.. " ,'., ,'", '. 

applicants r tariff agent. The revenue figures for the .' test' yeai:'are' ' 

the same as those used by the t~riff agent:. Expenses: us~d bY'th~;' 
engineer are the revised e~nses developed 'by th~" staff··accoun~a~t> 

adJusted to give effect to known increases in'laoor and'othercosts 
. '\ .' , . 

as 3seert.:tined from field studies,. .t ... djustments~~realSo m~de. 1:6;, 
~ ~ , ,. '. 

eliminate nonrecurring. expense it.emsand to: reflect'oth~r.reduetions:': 
, '",,' , 

in cost. Income taxes were developedbythe,cn8i';eeX'b~sedo'O the 
cmount of taxes actually paid by the utilityduring'the,h::i:storlca,i 

year~. adjusted to give effect to 1965 tax rates. 
: . - ' , 

T~ble 3, following, sets fo·rth thccstimated:operatlng: 

results under proposed rates . for~a projectedrate:,yca:r asde~eloped 
3/ ' ... .' 

by the staff engineer:-

'J.7 £.as-Ieee., (San Francisco) w~s not included in TaSle 3 bec.:luse " 
revenue from cold storage warehousing represents less: than 2'.5 ' 
percent of its total public utility storage operations. Cone. 
(Red. Bluff) and R.eliance (Stockton) were not includcd because of 
their low revenue compared with other applicants. ,Nostaffrevic.w 
of the boo!~ of applicants in Application. No. l:.7l03-,(Sa:l Jose
Santa Clara .P.::e;;.), was made, and consequently no· estimates of 
operating res\llts were. developed. ., 

-11~ 
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TABLE 3' 

Estimated Oper~ting Results After Income Taxe,s 
Under Proposed Rates For Year Ending March 31, 1966 

(Commission' staff) , 

Revenues 

EXpenses, OpGret:U:lg' , 
(Including ,Rntio, ' 

Income Taxes,.", ~, ,(Percene),i 

S.:ln Francisco ~y ~..rea (t .. pp.1ication' No:;:.' :46977) 

D=eisbach 
Merchants 
Natiorull 
San Francisco-Oakland 
Petaluma-Santa Rosa 

Union 
United 

Totals 

$ 393~813~ ,$ 366'~250" $ 27';563 93'~O, 
591~817583,8"2':7,9~S" 98:.7 ' 

837',083 803:,122" SS.)~,6l:, 95..9 
220 ~541' 260,,706: ' ,(40;',,165)llS;Z:':, 
2'3~, 7'59 23;,,396, '363. ,'9S.~S 

130,027 134-,667' (4';640): 103;.6, 

$2,197,040 $2';172,,013", '$"2$~,O'27'98:~~' , 
" ", 

Sacramento-San Joaquin Area , (Apl>lication .No~, 4697'8-) 

Bercut-Richards 
Crystal 
Lineoln 
National 
Tracy 
U::lion 

Tot3ls' 

Totals excluding 
Bcrcut-Richards 

( ) - toss 

$: 182',640 
27S:~6,17 
l22:J426 , 
259 332' ,. , 

l37~019 
481 .. 569 

$' 257,39&" '$.(74;75s):140.~~,' 
250',.581', .28:,036~, ,89'.9" 
108,540 13;:88,& -8'8~7,'" 
228:,034' '31,29:8<, 87 -.. 9 
123',096 13:,,92:3 89.,8~' 
438:,468> 43.101' 91.0·' 

'< ' "" 
, " 

$l,461.60S $1,40,6,;,117 $., 5S,;~86" ·,96~~2" 

$1,278,963 $1,,148;;719, ,':$130;,,:244:' 89,;'S: 
. ' .... ".' 

. " ,.', 

Rates of return under the, estimated operating r,esultssb.own ", 
. " ".,.".' \, ' 

in Table 3 were not dcvelopedby the staff enginee:r~Rute basc" 

figures were presented for these groups of app.lic~nts bythe'staff' 

accountant. His rate base figures dO' not inelude'prov.ision f~r 
. ~ : 

worldng capital. Rates of return calculated from 1l'lformation: ,in the ' 

staff studies for the projeeted rate year uriderproposcd'r~tes;~re: 
"" . . " 

set forth in Table 4 as follows: 
,,' oj" 

.. ;"," 

-12-
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" 

" 

Tk'toBLE h,. 

Estimated Rates of Return.forYear Ending Mareh.31)' 
1966 Under Proposed R.ates (Commission stC1£f) .' .'. 

Warehouseman Rate Base 

San Francisco Group- (l.pplieat,ionNo. 4,.6977) 

Dreisb~ch 
Nerchants 
National, 
S.F.-Ocldand 
Pet.-Santa Rosa. 

Union . 
Uni1:ed 

Comp~nies as a group 

" $' 665,40$" 
l,2,00~115" 

hI' ~. ". ',:", 

2,157:,',930::, " 
. 196 046····.· .J., " 

·90',,1:38: " 
173;~OOO:: . 

$4, 4S~, 5;)2' " 

., 
. " 

• 1 
.1 
.1 

,'J 

SacrClDlento Group 

:sereut-~ehards 
Crystal· 

(Applic~t:i.on ~o;.46978.). 

{ 406:,397< 
465'09'3 ) ., 

Lincoln 
National 
Tracy. 
Union 

Companies as a group 

Group 'excludins 
Bercut-R.:i.chards 

2"-:" '976 ..•. ~.J'" 
521' 352" , '. 
357 ,.71'6:, 
913:282 , , 

$.2 ~ 398" 316; - ,.. . 

, ,~ , 

Rate:' 0·£.' 
Return,~ 

(Percent~: 

I;> 

4.14.;, 
0~6~;;: .. 

"1:~$7( , 
" ' . 

, ... ~ .1., 

,'. 0.40"',' 
. " , .-:'\"'>'" 

, . 
.0 .. 567,., 

, -' 
',6 .. 03, :' 

5..93",,·' 
6.00t: .,' 

'··3·.8·~'~;: 
L~~72/;> .' 

•• ,",,'1 

5.23' 
. . 

. ~ .. ' 

Officers of several of the' app.l:tc:atitstesti~ied insu:r>p'ort, •.. , 

of the sought rate increases. Ihe· testimony ofthesewitnes.ses:w~'s 
. '. " . '.' .,,', 

offered to sbow th~t competition, among applicanes. mthineachof ' . " , 

the application areas necessitates unifortnityof,rates;withinthe" 
, . . . . 

respective areas; that applicants have' '. taken all practical s.teps: tt>, . 

reduce' costs through mechanization. of handling 'ser:iee:s, and?lant 

modernization; that provision for work:ingc~pitaJ. is'essential in 
tacir operations; that two' months' . operatinS',eXpcnses:'; less' deprc-., 

.' • ','. .. : I 

c:i..otion is a reasonable amount for wo,rk:i.ng capital ;,' ,that,thetwo- . 
• • I, • " 

month revenue study used for determining the'effect:'of:;'~h~::;rop6sed 

rate increases represents a cross~,secti6n of· eachr'aPplic~nts' 

business over.;: yearly period; an~" that "not:rees ~'f:h~'aring:hadbee~' 
.' "./ ' ' . ,i . 

sent to each app1:ic~Ilt' s· warebouse customers .... 

-13," 
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,; 

In respo~ to the foregoing. notificat'!on, representatives: 

of Stokely-Van Camp Corp. and Sterling Industries Divis:i:~riof·the: . 
. . " 

Green Gient Co. testified in opposition' to the proposed increas'·es' 

in the storage and handling rates for freezer, storage offruitS:'e~d . 
. ··c '. < 

ve:;etablcs. !he witnesses testified that ,the:' comp'anies,theyrcp:-
.' ", . 

resent are food· processors which freeze large:amooots·ofC.;:llifol."n:r~ . ',' ," .' , .. 

f:uits and veget:~bles) which products are stored' inlocat::r:onsnear:' 
, , 

points of production. The pr:tnc:£pa:l marl<:etsfor the frozen foods are ". 

located in eastern and m:.d·.-1cstcrn states. they 'stated,th8t::tn ... t:~ansi~,' 
. ,- , 

warehouses loc~ted outside California at pOints: i~termediate ,to- " 

prl:o.eipal IlUlrkets accord lower rates tha~ those prop o:s ed:, b.erei"n'~ 

The witnesses indicated that their' cornpanies'would'ha:ve to-absor~ ~ny, 

increase in rates., granted herein. ThcY5tatedthatif 'iQcreas~s' :tn .. 

rates on frozen foods as proposed here1nare~'8ranted~the:i·re6mp~n:tes:., 
, ", ". d' • 

,',. " 

will explore the greater use of in-transltwareho'!lses~:or'eons:t~e.tio"; . 

of theirowu warehouses, which' could caUSe, the·: loss: of' bus:l:ness,· to.· .. , 
,'1'-, " 

applicants. A representative Of'JOhn'IngliSFl:OZe~"'FoOd~:"Com~,?-y .. 

stated that 'his company was also. vi t:ally affect~d: .by:the prop~sed:·. ' 
incre",se in freezer; rates on£ruits and vegetables. .1:1eurg~dthat.' ' ... ' 

carefuleonsiderat:Lon be given to dete~ne whet~~r'sa:t~~' in~~,~a~~~": 
~re absolutely necess4ry. 

The owner of Chinchiolo' Fruit Co'. testified on behalf 'of:" 
. his company and another grower and shipper of frcshch~rries:'asain$t" 

the proposed increase in the' rate for precooling 'and loadi~'g:fre$h' Y .. " ...... , ........ . 
cherries. He stated that his company l,S the only cherry 'grower and 

4/ !EOe rsto- inCludes the services of receiving.; pr~coo.f"ing;deliver'" 
- inz to rail cars or true!ts; stripping; center bracing: ears. ,and.: , 

furnishing dUIlIla~e; pre?aration of bills of ladin$ ande"..<.press ... .. 
bills; and bloc1o.ng. out shipments in thc" warehouse. for·'carloading •. 

. ',". .', .:' ::,:> 
... ', , ",,' 

1 .J''':' " 



" ". 

shipper in the Stockton area which uszs pUblic ~arehousemen durinS" 

the full shipping season (four to six weelts per year) eo'preeoo'! ~nd',' 

ship cherries. Other growers use appiic~nts' $e~iCe~ ,: only ':It.:·t:he: . 

begim:.ing and ending of the season; when the fxuit;': of'sev~=8i 'Shiwcrs:', 
.. ',,"',.' ",.f , ' 

is loaded into a single ear.. Puring the' he'avy movement,.of:.:~herrles: 

only his co::panY's'fruit is loaded into a single car"assertedly: 
, ., 

r~sult:i.ng in less expense than cars: multi-loaded'.,with fMt'~{ s:~vera:t 
- ~. . " 

shippers.. !he -w"'itness :r.ndic.9ted that other.sr()w~:&:"s·:,ope2:.a~,~ propri";' '" 
'" .• ' :.i'., ,', '~" .: .,' ','.. " 

e~ary facilities for precooling> and that, he-would consl,der:the . 

establishment of such facilities rather than" p~y .tne ' sought increase, '.' ,.' , 
, ~', " • • , ,I," "" . " • 

I .If 

in the rate. 

In rebuttal 'to, the testimony of,thestorcr's/ ~ppiic'ani:~~, ... " 

tariff agent testified that the handling, ratcSfo;c:fr:eezer .stora'ge, 

of fruits and vegetables have not been increased, since, the early , 
1930s.. His comparison of the develop~dun:i:t cost~>fc>:::-~ndiing. and 

storing frozen fruits £lnG vegetables Showed that:'ithepropoSCQ.rates 
, ~ ", ' " 

. ,,'" 

. . J . . '. ,"'" . r , ~.' 

do not exceed the related costs. The 'tarlffagentanda representa- .... 

tive of Union (Stockton) tcseified concerning eXig~nC:i:esaris~ng' i~, •. : , . 
. 5/, , ...... ' .. 

the service of' precooling andload:tng che~es .. - 'J.ssert~dly'thl$ '. . 

se:.:vice is demanding upon appli.cants f employees' a¥sto·rage·. lots,mUst .. 

be kept separate by grade and by owner and:, must be' loadee.1:o':' r~il: or 
exp=ess ears by lot. In addition~ they seated, th:it employees muse.be 

sp~i~lly trained to handle this' opcrat:ion~ . and~J~t lab()r'· ~~d 'O'~her .: .. 
. ' 

~-penses have increased sha:ply. 

Discuzsion, Findings Bnd Conclusions 

The rate ~djustments her-e1n proposed are inter:eed. to ,offset 
, . . . 

incre~sed operating eosts. Applicants proposeto"8ccolnpl;:£shthis 

prir.cipally by increasing the raees and charges for services:'to7hich 
,0" " . . ,,' 

i7 the ::-ecord shows that Union is' the 0511 applicant 'Ocrto,::ming this, 
service in the zeographie scope of.APpl:£c~tion.:No .. ·46S7S.. . . 

, , ' 

-ts.;. . ""-' 

". 



: . _ e e," 
1 •• 46977 7 46978." l;7l03: ab~\- .," 

" I," 

" 

their studies show" are operated below' full cost'.-" '!he ,greatest " 

lncrcaseswould be in the h.andlingrates for 'lots 'less than 5,000 

pounds;, wherein labor is a large proportion of: total cost .. 'No 
" 

i~ercases'~e proposed in many rate items, iXlclud!t;lS"t'3tcs, for 'ean~ 

n~X'Y fruit 7 which mak~ up a largcport:ion of the, ~~~c:l~e$'of~pp'!iC;" " 

ants in the San Jose-Santa Clara' andS~eramento-S~~..103qu':in 8:r:~e$~' 

The San 'Francisco Bay area applicants, asa'group>'would' 
1 ' I '. . .' 

operate at a loss under a continuation of present rates for the test 

~riods Used by applicants' t.lriff agent and byth; st.aff,en8ineer~ 

Under proposed rates> we'izhted averaze' resu1-:s, of, op,erations,'ofth:!s," 
. ;. c, 

group for a proj ected rate year" under the- tariff ,agent 's,,'.estimatc's."' 
~ ',,' .' " ,',: .. 

would produce an operating ratio after taxes of ·lQ,l.l;." pe~c~~; ,and;' . 
t:nder the staff eugiueer' s estimates, an operating, ratio: after t.oxcs'·· 

of 98.9 percent aD.d a rate of return of 0.56 per~ent., 

Fo:: the Sacramento-San Joaquin are3, apP'licants t '. weighted 
., '" ,.' , 

avercge results of operations under a continuation of present' rat.es· 
. t ' , 

:Eor a projected rate year, as estim.'ltedby' thetar~ff.agent),would' 

p::oduee, an operating ratio after taxes of 99'.0' percentand.a rate.· 
"\' . " , ,,)," 

of return of 0.46 percent; and .as cstim.iltedby the,: st:affengineer'~ 

.:l operating ratio after taxes of 99.3·percentand.a rate:'"of,~retl.lxn 
of 0.32 percent. Under proposed rates, the corresponding cstimoltes' 

• • , " , : .: J. ":-., '",1:1 ' 

o~ the tariff agent result in an- operating ratio 'l1ftcrtaxes of: 9& •. 3: . 
" " \ 'I , 

percent and a rate of return of 1.7 'percent; and ?f' the'i~aff':.' :' 
e:gineer 7 au op~ratins ratio after taxes of 96 .. 2: 'pereent':3nda':r~te " 

• ~ ,.", . ' , ":, , .', I, ' , 

, ~ 

of return of 1.91 percent. 
, . 

The Commission staff urges, 1nconsider~n8theresults"of' 

operation of the Sacramento-San Joaquin group,," ths'l:the operating· 

results of Bercut~Riehards b"e elim1nB-ced, because ;this.applie'an-c',s 
, .,.. ".,,' ,'-, .. 

operations are not typical of public "util:tey 601d:'~.torage~a:rehoJ$e:· 
, . . . ," 'r.'" .', ,. 

-1;6- .. 
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ope:ations generally. f .. ssertedly:. Bercut-Richards,1s a' ,f~odprocessor 

which oper:.ttes its public warehouse as an adjunct.,to :ttsfoodpr6c~s.s,:" 

ing business~ aDd a significant amount of its own ',goods, is'st:ored:.:LO: " 

its warehouse. the record shows that Bercut~lli'ehards.enter~/ on its " 

books its tariff rates for all goods owned by it and; stored:tnits,' 
6/, , ' ,'.' '.' i, ,,', " 

public warehouse. - :the record also ShOWSi that many of the' app,lic:anes 

herein lease to food processors facilities adjacent ',to- their pusii~, " 
, , ' 

utility warehouses~ aD.d refrigeration 'and rel~eed, serv:L~~s'a~e £u~, ," 
, , , 1 

.', " 

nished t~, the processors under such leases,. 'It does', not,·' appear that ' 

the operations of Bercut-R1chards ~e- mD.t.eri."llly different, fromoth.er' 
". II ' ". • ., ' 

applicants except that;, in Bercut~R:i.·chards.t case;,the owne~ship of 

the food processing., company and the public' warehouseman', is ,iaentic,al'. 
, ' . . .. \,', , '.' , 

For the San Jose-Santa Clara' areagroup:', of' operators> no." 
~ , . , \' " '"., ' . .' 

, '!,' 

estimated results of opel:'ationswerC" developed by: the Commission, 

staff. Under the t::lriff agent's estimates of ~per~t:r.ons :;Ul:lder, '" 

present rates for a projected ,rate year)theweigJ:ited~V'erag¢~pera

ting ratio after taxes would-be 97.0 percent and the rateofreeurn 

would be 1.8 percent. For operat:ron~ Under propos.ed, rates, his 

estimates show an operating ratio 'after 'taxes of 9l:>~7pC':r~eDt and 

a rate ofretw:n of 3.3 percent. 

~J Eb.ml.nating the results of operation of, Bercut-kicharC!s. would 
produce the follOwing estimated opcratingratiosafter't.:JXcs> 
and rates of return~ for a',projected rete year for the 
Sacramento-San. Joaq,uin Group: 

Present Rates 
oper., Ratio, 
Rate of Return 

Pr0Wed : Rates P, 

Oper,. , Ratio 
Rate of,' Return 

'rariffAgent' ,St:affEngineer 

.. '. 

90.4%' 
4~64%:,,", 

.: " 

-l7- ' 

" , 
,'I,.. ' , ',. 

9
:,,', ,,- ,,:'::," ,",' 
2.L~7,).":" "', 

" ~; 7:"";/' P , 

.j..... 'J/Oi' 
I' :';', 

" .. 
• ";, , I L 

, ;. .-/ 

, 89~8%.;:J', ,: : 
'5~' 2'3'!/:' ':,.,' • I~", 

". 

, 
" 
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The principal differenees be~celh the revenue 'and exp~~se 
estimates developed by applicants' tariff agent andbythe .. Commis·sion ~ 

. , '. ,',. "' . 

staff are in their treatment ?f working capital" and inc'ome , taxes~' ' 

Provision for working capital equivalent to· tw~'monthst' operse:tXl&" 

expenses:. less deprec:t~ioll, w~s.' included" in the' rat~ base figures, 

developed by the eariff 'ascut. Operatingwitn.~ss'es te~t:r£i~d:'<th~:t: 
worldng c~p1t~1 is needed, to, pay current expenses' and to~'~o;~ pre-. " 

.,,~id items such '.os insurance and taxes,. The 'record ,shows :that" n~ther " . .' ," 
" ,'. .. :~ ~. 

applicants nor the staff made special studies of the portion 'of,"work~" 
, 7/'," ", 

ins capital which is justifiably included' in ratebase'~~(' 'The-'reco'rd', 
, •••• ~ ,. " . I 

indicates that applicants have need forworking'capital-,and"that; 'some 
. . '\- ',' , 

portion of it properly may be included inratebas.e,.Th~:,sp.ec:if:i.d" 
zmount of two :tonths' . expenses, less dep:reciation;has.,b~enused::by 

" 'I .' • 

~ppli:eants in prior proceedings involvi:c.gthese groups o,f wcreh()use-, 
"'';'\ 

men 'Wherein rate increases have been approved. ~!n ,the c.ircumstances,), " 
. ',' ,'I ' 

allowance in esti'Lll.;lted r,'lte' base fOl:'~O;king.'e'3Pi~al:rlltb.e amounts 

used by applicants will be accepted'for thl:s.proceedins.. 

!he tariff agent calculated. income taxes as-if ,the public' " 

u~ility wareho\!S'2 operation of each' applicant in<the geographical. 

o:re3 of each application was separate and,di'stinctfrom other:'\ltility' 
. . ," . 

and nO'!l'Utility operations of. the respective applicants~The:"$ta.ff 
. ',' 

engineer followed what he stated was' the' policy ·of·' the CommisS:i:o~," 

in cox:puting income taxes 00 an 'ras-paidltbasis~', In'h:i:S'~co1'llputat:i:()ns)'. 

1:b.e staff engineer related income taxes ·for his proj.ected',:~ate\~ear : , 
, , ' 

to income taxes actually paid by the company during, thehisto'J::ical:" " ' 
. . ". . '. ' ,', , " 

period. Such inco::e t~ calculations reflect results"of operat:i.~~, 
, , 

for services otber than those 'UIlder, consideration ,in these: proc'ced;" 

ings. 

VClae generOll'ly :!cccpted accounting definition O£ worldng: cap! tal is. 
the' excess of current assets over current ,li-ab:[lit:i:es., ',.The, record>,; 
does not contain calculati.ons of working, capital on'.~,th:i.sb-~s.:rs~~< " 

• ,'. • ... ,. • / ". -( , ," .',. ',\" i'-. 

, "" 

> ,,: ,I ' 

.. ,. . 
" ' 

" , 
" ' 
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Several of the larger warehousemen have': utilit:y'operat1ons 

outside the tariff areas here under cons i.deration, 'and most:o£ ,the . 

.:lpplicants h~ve nonut1lity operations 3t10<:.1t1ons ,. within'the '3:t'ea S .' 
•• ' • I , 

cove:t'ed by these applications. The full nature and extent.of,·.the: 
, I ,',: 

se:vices of applicants'outside the scope of 'these proceedings and'. for 
, , 

nouutility operations do not ~ppear on the record ',herein. The' en;:" 

gin~r assumed that revenues and expenses for operat:f.o;s ~oe ,'tlnder 

consideration herein would remain constant for tbeproj'ceted rate' 

year employed in his studies. '!he record· does' noti,ndicBtetd, 't<.·h~·t 
, . ' , , 

extent, if any, revenues will be increased' for such: $.ervices;bu:t: 

the record does i.ndicate that certain items' of expens,~e 'for's'U:ch' 

services will be zreater du.-ing the projected year ~" such' ~s '. labor and, 

property taxes.: Therefore~ the assumption that: rev.enues and' expenses 

i:or operations of applicants outside the scope, of the'se,pr?ceedings'" ' 

v."'ill remain constant is invalid. The eng:i.ne'er'g calcul.ati'Ous,result: 

1'0. lower income taxes, and therefore greater net revenues:'after,t3xes~ 

tb.<:m the calculations of th~, tariff agent. While' the'Commiss1on:'h,os, 

indicated in prior proceedings that income' taxes of a' utility,aetual.ly 

pa:i:d, or as would be paid in a projected rate year,' based'up()~ .its' 
• , -'.' , " • , " .• o' 

operations as a whole) sb::>uld be dctcrmin~tivc;of income :" " 
, ' . 

tax ~1>ense in rate, increase proceedings ~ the: record' herein:,does. not' 

contain the d.ilta neeessary to make accurate cal~lations,o£:tneome " 

tax expense f>rthe projected rate year on such bas:is' •..... For: the purpose 

of testing the sufficiency of the net revenues; of,' appliea~tsUllder" , .. " 

present 'an' proposed rates, we find that income .t'axes . calcula;~d' on 
the results of operation for public utility COld.',st6rage warehouse' 

, "', 

servi,ces within the geogr.:lphical scope' of each of, tb.e"applic3t.io~s,:' , 

herein will be fair and reasonable'.' 

, -19-' , " 
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'!'he record 1s clear that the continuation' of pres'enerates" 

't.n.ll not provide app~:tcan~sas a group, w:[thine~ch geo'graphical:, area; , 

with 'revenues sufficient' to maintain adequate services,:,snd',carn'a 
, ' "" ' .. 

reasonable return on their properties devoted to., public. 'utility 

services. It has been well established,thatuniformity,of'rates 
.' , ' 

within the geographical scope of each application ,:isnecessa:ry'::Ln 

order to maintain stability of rate levelsw:r.thin.~ach'.area.' Tb.ere-
I " • 

fore,. the aggregate over-all results of, each group ,'of applicants,: .,' 
, ' ' 

should be considered. The "evidence shows th~t: under the' rates' 

proposed herein operations of the warehouseman" a~ , 

a group,,' in e:ach application, will not be' undulY':',favorable:~ 
J .~. '," 

Protests were received concerning ,propo~~drate l~vels for" 
~ . . . . . .' 

freezer storage of fruits and vegetables,and for, thep:recooling. and 
", ' .. : " 

loading of cherries. ~']ith respect to frozen 'f~itsand vegetables; 
" ' ¥,: '. ' "" ' 

pr:>testants are food proeessors- storing.' in large 'CJ.u:~ntities .. ,',' '!h~y . 
"j ,. 

were concerned principally' with· the volume rates:, 'Where:I:nan, increase'" 

in handlin3 charges (but not storage charges) is: proposed~' ' The:' record:' 
., .', 

shows that the present rates have not been" increas~dfor' approX:lnlately, 

30 years, that labOr cOSts have' :tncreased'subst .. ;n:itiallY:ln.th~t,;:per{cd;; 
. ' . " 

that the proposed rates are below the average ~11:' costs" ;of,perforal~ 
, I....... . '- . "", ',' ,'. 

ins this s.<:rvice, and that, proposed volume ratel;'~:'7els'are 'sim:[l~r'" 

to the levels maintained by warehousemen in the sduthern:po~io~of: ' 
, , , I' 

. .' ~ ' . 

. this State. We find that the proposed. r~tes for'.storage ,:anct'hand1inz, " 
,. I I • "I '" \ 

of frozen fruits, vegetables andberries'will~ be;-easonable'::and\are 
, "_ ,II • .,0. :'.,' ".,' .\. ',' ", •• 

justified. 
, ' 

. . ". I' "".., ' 

Precooling and shipping of cherries isa'specializeClservice 
': '1,' '~. .~~~, , : ""'". 

performed by only three of the applicants, two- located in'S,anta:,"Clara 
. . . . . ,', ,',."."" ",. .. 

-20-
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appears, and we so find, .that an . increase of' 20· percent'l.n'thebasic: 

rate for this service will provide suff:L"c:£:ent: additional'revenues to· 
,L' \ 

, '. 

cover e:~nses and provide a reasonal)lc, margin of.pro:fit"to the,ware;..: 
SI 

housemen.-

Upon consideration of the.' record we find: 

1. The r~-enues produced,· by the ,present rateshereini:l issue' , 

in Applications Nos. l~6977'~ __ 4·697S~ and L;7103,as amended~ are'i:l5uffi-
. . ", ",." 

cientto enable applicants thereintO<' continue t'oprovid~',adequClte ;,', 

a~d efficient $ervice at the' facilities:::[nvolvedin: those-' prOeeedings,.:" 
, . ., "t. . 

2. The :i:.ncrecsed rates proposed in-) .. pplicationsNos~'1.:.6977'~·:·' 
. . ',"'-\" 

4697S, and L:.7103, as amended, with the exception of :Che~ropOs~d' ' " 

increase in the basic ra~e for precooling and shipp~ng-':of~b.erries 

in excess· of 20 percent, will be reasonable, and h~ve'beenjtis.'t:tfled. .' 

!he CommiSSion concludes th~t' APPlicat:i.OnS'No~ ... ·l~6977_~,.' .- ' 

46978, and l;.7103, as amended, should be granted, ~ee~tthat_th~' 
increase in the basic rate' for the prccoolineand sl-l:1pp:tng 'o:f'cti:en-l:es . 

. , '. . '. . . . 
• " I"· '~" /' ,. .' , • , 

sh~ll not exceed 20 percen,t.. Applicants request'that theybe~u-' 

~orized to establish the increased rat-esonfive'days' not:tce:~ 

!he o:der which follo~'1s wlll peX'll:itthc est.!lblishment' ofthc~ 'rates' 

authorized herein on ten days' notice. 

§:.I .P.n increase o?: 20 percC1lt, in the basic ra~e for' precooling.' and " 
loadi:g cherries ""7~uld produce the following oper-atinsr.:lt,ios. 
after t:axes for the involved service-: . Union (Stoc!eton)" . 93-.1 . ' . 
perce!l.t; Mcrch.:mts (Santa Clar.:1),. 96.9 percent; Sarita Cla:a. Cold 
Stor~:e ~nd Freezer Co.~ 94.5 percent. 

"r 
,,~, 

,.' 
;,~ I 
. ~ I 
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IT IS ORDERZD that: 
. f,. ' 

1. Applicants in ApplieationNo. 46977, Applicat:t~n'No. 469,78:,: ,. 

as .amended, and Application No. 47103, as amended, are, authorized to' 

~et6j,,~$b. the increased rates a~dcharses proposed in said,' applic~-' 
tious, as mnended; except: that the increase for the,b3sicrat'~for" 

, . "-, 

precooling and shipping of cherries propos~d inApplications.Nos~, 
. ,~ '" 

46973' and 47103~ as amended'~ shall not exceed' et\l'enty' percent. • 
.' . " ,.' .', \. . . 

2. Tariff publications authorized to be, made as~ 3'.resultof 

the order here,in may be made not: earlier than ten d'ays.after,the, 
" . . 

effective &1te hereof on not' less, than ten days r notice' to,the 

Commission and to the public. 

3. The authority zrantedherein. shall expire unless, exercised 
, , 

within ~net:y days after the effective date ofthis'order. 

The effective date of this. order shall be',twenty days after , 

the date h=~. at __ ::aan __ };_Itall_dlQQ _____ , California,' thiS,:'_._~_.·~_,_.·.·_·:,:._:_ 
day of ___ 'A_P_R_IL_' ___ , 1965~ 


