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Decision No .. -7 ... 1iII'4 ... 4 .... S~O_ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Io the Matter of the Application ) 
of BEAU. REFlUGEP.A!ING CO.,. ) 
BERCOT-RICRARDS COLD STORAGE CO .. ,. )~ 
CRYS'J:AL ICE AA.'\ID COLD STORAGE 
WAREHOUSE, L!NCOLN COLD STORAGE 
COMPANY, INC .. , MERCHANTS' ) 
REFRIGERATING COMPANY OF CALIFORNIA) ) 
~ODERN ICE & COLD STORAGE CO., ) 
NATIONAL ICE AND COLD STORAGE ) 
COM?ANY OF CALIFORNIA, RELI.t.NCE ~ 
COLD STORACE WAREHOUSE CO .. ,' INC .. , 
SANTA CLARA COLD STORAGE & FREEZE.'It 
CO .. , and UNION ICE & STORAGE 
COMPANY, for an increase in rates. ~ 

Application No. 5010Z~ 
(Filed: ~Lo1rch 21, 19:68; 
Amended May 3,1968). 

Vaughan,. Paul & Lyons, by John. G. Lyons, 
for applicants. 

lack L. D~son, for applicants. 
Howard c. B~ilor, for Canners League of 

california; w. R. Loney, for Californie 
Canners and Growers; interested parties. 

Joseph C. Matson and Lloyd M. Rumph:-ey, 
for ~he Commission's staff. 

OPINION ....... _--- .... 

By this application., as amended, ten ?ublic utility cold 

s~orage warehouseman seek authority to increase th~ir =ates and 

charges generally by 10 percent and to cancel certain rates. 

Applicants are geographically divided into tw~ groups, one'operaeing 

warehouses in the Central Valley and: 'the other conducting. operations . 

in an area centering on San Jose.!/ 

1/ Iu the Central Valley group, warehouses are operated. at Chico., 
- Ma:ysville~ Lincoln) S3cr~mento and Stockton. The San Jose 

group includes operato=s of warehouses at Mount.:lin View, 
S:lnta Cl~r~, San .rose and San"e:l. Cruz.. The zoregoing defines. 
the geographical locations of the wa:::-ehouses, rates and cha=ges' 
applicable and which are sought to be increased. 

-1-



.A. 50102 bem 

Public h~~ring was held before Examiner Bishop at Sacramento 

and 5.::.n .Jose on May 21 and 24, 1968, respectively.. Evidence-on beho.lf 

0: applicWlts was introduced through the1.r t~riff publishing agect 

and through office=s of eight of the applicants. 

Rates and charges of applicents were last increased, to· 

ge~her with those of cold storage warehousemen in the San Francisco -

Oakland area, by Decision No. 68853, dated April 6, 1965 in 

Applications Nos. 46977,46978 and 47103. The adjustments acccrded 

at that time principally involved incressec in.the storage and 

handling rates and labor cMrge:s where the previously existio.grates 

wer~ less than the related average unit operating costs of providing 

the service. Certain other selective rate increases were also 

effected. Applicants t coole: rates on cannery fruit have not been 

changed, the reco~d shows, for approximately ten years. These rates 

were last i'C.creased under authority of Decision t~o. 57000, dated .. 
July 15, 1958, in Application No. 40117. 

The tariff agent testified regarding -the increases in 

operating costs which applicants have expe=ienced since the record 

w~s maee in the proceedings culminating in Decisioc No. 68853 (1965)~ 

above. Effective June 1, 1967, the majority of the applicants 

entered into a three-yea: labo= contract,. which provided,. on that 

eate, an increase in straight time wage rates of 20 cents pcr hour,. 

and successively on .June 1, 1968 and .June 1, 1969 of 2S cents and 

20 cents per hOll:,. =espe.ctively. During the past four yaars, the 

witcess s:ated, ~he ~pplic~nt warehousemen have also exp~ri~nced 

increases in other c~tcgor!.e$ of expense~ including. the cOs"e of 

~terials acd s~1>plics, ~~in~cna~ce and repair costs and new equip­

ment costs. 
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~i~h respec: ~o ~he $er\~lces renaered 1nthe handling and 

sto:age of c~~nery fruit a s:udy introd~ced by the tariff agent 

inQic~tcc t~t) in ord~r to o~fset the incrc~scs w~~ch have occurred 

since :S5S in Mt!d1ing labo:, alona) an inc:'e.:lse. of $1.00 per ton 

~ould be requi:'ed in the rates for t~t commodity.. :he ten percent 

inc::~asc" ac~~lly sought he cot!sicle=s, 'thercf,,~e) not to 00 excess!ve. 

The ~ltoess i~troduced a state~ent s~tting fortn 3y~t~=, 

oper~~ins resul~s-, ine:'uding those at eeld sto:age warehouses, if' 

any, oper~tec by applicants in arc~s othe. t~n those embraced in 

thl.s p:cceeci'O.O_ Tb.ese results) fro~ .... :hich Core e~:clucled. re.\'cot.:c 3nd 

expcnses experienced in oper~tions othe= than public utility cold 

storage w~rehousing, are suc:.o.rized in table I. below. 

'l'A2LE I 
Results of Svstem Operations 

~fo=e State ~na ~caeral I~co~e faxes 
(Year o! 1966, c~:cept 35 uC'cec1) 

(A) Ce::.trt:.l V.llleyGroup 
Warehousemen 
~e~cut-Ricbards(l) 
C::yst.:Ll(2\ 
Lincoln ' 

Revenues 
$ 299,755 

22S,9li.3 
100 .. 207 

l,37:'~529 
27,090 

1,788,418 

N~t~o:1al(3) 
Rcll.anee-
'Onion 

(B) 

Warehousemen 
~all(4) 
Merchants 
Modern 
Santa Clara 
Union 

San .jose Group 
Revet!ues 

$ 165,192 
2,187,290 

797,370 
246,974 

1,788,418 

EX!)cnses 

$ 259,722 
224,.74S 

97;.235 
1,411,707 

33)041 
1,737,936 

Expenses' 
Co' "49' 0~4 '? .10 ), .. 

1,59'5,501 
632,.579 
210,204 

1,737,936 

(1) l2-month period ended MArch 31, 1967 
(2) 12-mon~h period ended June 30, 1967 
(3) 12-moc:c ~riod ended July 31, 1967 
(4) 12-mo::.th period cncle-d Ap=il 30, 1967 

( ) Indica:es red figure 

Net -S. 40,033 
4,195 
2' ,972 

(40,178:) 
(5,95l) 
SO,A82 

Net 
$ 16,,158 

591)789' 
l64,791 
36,770 
50,4SZ 
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In other statements the tariff agent had assembled esti­

mated operating results of applicants at their cold s.torage 

warehouses in the respective areas involved herein, under (a) ~ 

continuation of present rates and (b) the p:opo·sed· rates. The 

projections were predicated on the experience of each of the oper~tors 

duricg the 12-montb. period ended September 30> 1967. AetU4l expenses 

".N'ere adjusted to reflect labor c<>st levels i~ effect as of June 1, 

1968. No effect "Has given to the laber cost increases' whieh,under 

the existing union contract, will ULke effect on June 1 t 1969, nor. to. 

cost increases in the other categories of expense her.einbefo:e 

mentioned. 

In adjusting expense figures in :the pr,ojection of oper.:l.ting 

:esults for the future, the ~~tness explained, income and franchise 

~es we:e ealeul~ted at cur:ent rates, if any instancee of 

accelerated depreciation oecu:red 'they were recalculated to a straight 

line basis, no tax credits for new investment are involved" and itl 

those instances where the w~:ehouse facilities wp.re served by an 

affiliate, the landlord expenses of the latter were suosti.tuted for 

the rent paid by the warehouseman. 

In Table II below, the estimates of operating results as, 

described above have been swmarized.. The table shows also the 

composite rcs~lts for each of the t'".-1C geogre.phieal g:oup.$.' as units" 

a~d the est~ted results of the two groups consolida~ed into one .. 
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TABLE II 

Es~i~ted R~su1ts of Operations 
Under. Present and Proposed ie~es 

(Based on :!.2-tlonth pe:iod ended Sep:ember 30, 1967, 
axcept as noted, adjusted to exp~nse levels as of 
June 1, 1968) 

(Af:er it:.come tCl.zes) 

Under Preser1t Rates Under Proposed Rates 

Warehouset:.'ln 
Net 
Income 

Operating 
Ratio 

Net Operating. 
Irlcome Ratio 

(A) Central Val:ey Group 

Be:rcut-Richards $ 20,754 92 .. 3" $ 34,702 8~.1 
C::'ysta1(l) 25,008 90.:6 3.7>,911 37 w' " ' • -J~ 

Lincoln. 5,48i 94~5 12',779' 88·.:~' . 
Natiorial'2) 22,37& 92.2 36-,.060 88.> .. , 
Reliance" (7,004) 125, •. 9 (4,295) . 114~4~; 
Union 7 .. 127 9S:~'4 3$· .. 482 92 .. 9' 

Total $ 73,748 94 .. ,8 $152,639 90,.S:,. 

(B) San Jose Gro~p 
Beall $(19,176) 115~0 $ (6-~,424)' , 104.6: . 
Merchants (71,933) 116.9 (29;,Z6S) , 106· .. 2. 
Modern. 25,601 96.4 60, 115-' 92;3:'" , 

91~$" Sa:l.ta Clara 6,607 97.2 22,12'1, 
Union 247565 95.4' 38:,109:, 93:~Z, 

'l'otal $(34,336) 101.7 $84,65'6 96.2': 

(C) Central Vn.lley and San Jose Groups Combi.ned 
"'. 

Total $ 39,412 98.9 $2:)7,295 93-•. 7 

(1) Based on l2-month period ended June 30,. 19'67 
(2) Based on 12-:onth period ended July 3l, 19'67 

( ) Indica tes !:ed £igu'::'e 

It will be-seen that the estima::ed opc:-ating results set 

forth in Table II are more favo:able for ~he Central Valley g~oup 

than for the San Jose area operators. The composite estimated 

operating ratios fox the former are 94.8 and 90.l percent under 

pre~nt and p:roposed ra.tes" respectively; the cor:respond:tng e's:e!n:.ates, 
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for the San Jose group are 101.7 and 96.2 percent; and thecorre­

sponding estimates for all applicants consolidated into a single 

group are 98.9 and 93.7 percent under present and proposed rates~ 

respectively. 

Estimated rates of return shown in the tariff agent·s 

statements were: for the Central Valley group .3.1 and 6.4 percen'C 

under present and proposed rates~ respectively; for the San .Jose 

group~ 0.0 and 3.0 percent~ respectively; and for all applicants as 

a single grO\lp~ 0.8 and 4. 6 percent~ respectively. As .. in the matter 

of expense es'Cimates~ the rate base estimates include substitution 

of landlord's investment for that of operator where the facilities' 

are served by an affiliate. The rate base estimates also include 

provision for working capital ~ calculated on the basis of one-sixth. 

of a year's operating expenses, less depreciation expense. 

Office::-s of eigh't of the ten applicants testified that the 

1967 season was fairly representative~ from the standpoint of mix 

of commodities and volume of cotllmod1ties stored, of their respective 

companies' opera'tions;£/ that working-capital is a necessity in 

their operations; that 'their companies are continually seeking ways 

in which to ~prove operating efficiency; and 'that competition among 

warehousemen fo,r the available business necessitates ra~e uniformi~y. 

The rates ~ with. one exception, which app-licants propose 

to cancel are rates which, for an extensive period; have not been 

used and for wCich ~ere w':'ll be no demand' in the forseeable future. 

~I !he test~ny cf se~ral of 'these witnesses revealed that the 
1967 season was a poor one for canne:y fruit S',torage, but t:1:".at 
this circumstance was offset by increases in f:eezer and 
government storage. 
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l~e excep~iou relates ~o some season rates for the storage of seed 

potatoes at Stockton. These rates have remai.ned unchanged· for many 

years, and accor.ding to the tariff agent, are greatly depressed~ The 

space which the seed potatoes occupy is) assertedly, needed for more 

lucrative sto~age. W".o.en the seec. rates a::'e cancelled J 'the regular 

po~to rates will apply for such storage. 

Notices of the proposed rate increases were mailed by 

applicants to all their ::,cspective storers in advance of the hearing. 

No storers appea:ed in opposition to· the propoSAls. A representative 

of the california canners League, intere'sted p1.l.rty) presented: a 

statement of position of that organization J expressed in amotion 

passed by its exec\!tive cO'Clmittee, to- the effect th~t ~he League 

opposes Itthe proposed increase for ca:lnery 'fruit until, sucb.rate 

increase is justified to the Cornmissionl1. The League' s =ep:"esentativ;.~ 

did not othen.'i.se ectively partic:!.pate in the p=occcding. Represen­

tatives of the Commission's Transpo:tation Division Rat~ Branch staff 

and its Finance and Accounts Division staff assisted in the' 

develop~ent of the record. 

Following is a comparison of the composite cperating r~tios, 

cfter taxes, estimated for the Central Valley and San Jose groups 

'-"D.der the rates sought and approved by Decision No. ESSS3 (1965-), 

above J with those estimated by applicants in th~ instant· proceeding:11 

sf The operstors presently comp~ising these groups are nearly 
identical with those in the e~rlie:" p:oceeding. 
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Central Valley Group 

San Jose Group 

Operating Ratios 
(Percent) . 

Decision 
68853 

(a) 90.4 
(b) 89.8 

94.7 

Application 
50102 . 

90.3: 

96.2 

(a) Estimates by ap?licants. 
(b) Estimate by Commission staff. 

We find that: 

1. Applic~nts bave d~onstrated a need for additional revenues 

in connection with their public utility warehouse operations at the 

locations involved in ~his proceed1ng~ 

2. The proposed increases in rates and charges are reasonable 

and justified. 

3. The proposed cancellation of, certain rates and charges, as . 

set forth in subparagraphs 2 and 3- of p:l.ragraph 1, of the application, 

as amended, is reasonable and justified. 

We conclude that the application should be granted. 

In view of the fact that the 1968, harvesting season is now 

in. progress, authority should be granted, as rec;,uested in the appli­

cation, to establish the increa.sed rates and charges found justified 

herein on 10 day~notice to the Commission and to the public. 

ORDER 

IT IS ORDERED that: 

1. Applicants are auth.o'::'ized to estaSlish. the increased r.:ltcs 

and charges proposed i1: Application No. 50102 J as amended. 

2. Ar>plicants arc .;:.utho:i:ized to can,cel rate's .;lnd cholrgesas 

pro?Osed in subparagraphs 2 and 3 of paragraph 1 of the application,. 

as amended. 
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~. Tariff publications authorized to be made as a result of 

the order herein shall be filed not earlier than the effective date' 

of this order~ and may be made effective not earlier than ten days 

after the effective date hereof on not less than ten days' not'ice 

to the Commission and to the public. 

4. In establishing the increased rates and charges authorized 

in paragraph 1 hereof» disposition of fractions shall be made as 

proposed in Exhibit 5 in this proceeding .. 

5. The authori.ty herein granted shall be subject to, the express 

condition that applicants will never urge before the Co~ssion in 

any proceeding under Section 734 of the Public- Utilities Code ~ or in 

any other proceeding» that the opinion and order herein constit:ute; 3-

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. 

6. The authority herein granted will expire unless exercised 

witlUn ninety days after the effective date of this order. 

The effective date of this order shall be ten. days after 

the date hereof. 

Dated ae ___ San __ Fran __ o_lsc_O _____ , Califol.~ia, this 
,3()7(. ____ day of 
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Commis 1oner- Petor E .. .11.1 tel:lelI. be! 
necessarily absent. did. not ])Ilrt.ic1p.ate 
ta the -d'bpos! t(oo O't ths::a ~oc&etH*. 

~O~!ss1one:r- A. w. Gatov~ ~e!~ 
necessarily ~b$o%2t.. did het ])articipat. 
1a the 41spOs1t1on or t~1s pr~~ed1~ 


