
Decision No. 76039 
IDRn]~OO!l 

. B~ORE TEE PU:3I.IC UTn.ITIES COMtv1ISSIC~1 OF THE STA'l'Z OF CALIFORNIA. 

In the Matter of the Application of ~ 
B-LO COLD STORAGE CO., CA'LIFOR1~IA. ICE 
AND COLD StOP.AGE COM?/.NY, FEDERAL ICE 
& COLD STORf.:.GE Cm1P~TY, ICE Al\'tD STORAGE ~ 
COMPANY OF THE D.UND EiYlPIP"z.. I:1.l?ERIPJ.. 
ICE CO~1P~'!Y, LOS ANGELES COLD STOrAGE 
CO. (db~ Los Angeles Ice & Cold Stor~ge ) 
Co., :?asad~na. Ice Company and Pomona ) 
Valley Ice Co-.) , NP.TIONAl. COLD STORAGE ~ 
COMPANY, ONTARIO ICE & COLD STORAGE 
COMP~!Y ( vI. W. Stevens, db",), PACIFIC 
COLD STORAGE INC.) RAl~CrrO COLD STORAGE, 
SOUTH COAST PAC'{..n~G CO~.rpANY, INC. (db.:!. I 
South Coas·t Storage Co., Inc.), 'I'ERIlI~!J'J...) 
REFRIGERA.TD!G COMl?.t~"Y, TIUANGLE COLD ) 
STORAGE CO., UNION ICE Al-."TD S'!ORtIoGE ) 
CO~1P~1Y, o::.d U. S. GROWERS COLD SteRAGE ,) 
mc., for an Increase in Rates.' ) 

--------------------------------) 

Application ~~o. 50769 
(Filed December 24, 1963) 

Vaughan~ Paul and Lyons, by John G. Lyons" 
and Jack L. Dawson, for applicants. 

James 9uintraI+, for Los Angeles Warehouse­
men s ASsoc~ation, interested party. 

B .. I. Shoda and 'Llo¥d Humphrey, for the 
(.;otmll.l.SS ~on 's s tatt • 

By this application, as amended, B-I..o Cold Storage Co. and 

14 other cold storage public utility war~1ousemen operating in the Los 

p..ngeles area and San Diego seek authority to. increase rates and 

charges .. 

Public hearing ~las held befo::c Examiner BishO? at Los 

P..nzelcs on l>1areh 25, 1969.. Evidence was adc!ucec! througl'l the agent of 

the California Harehouse Tariff Bu=eau :mel officers of the eisht p:'in­

cipal ap~lieant companies. Repr~sentatives of tl1e Comoission's 

Finance and Accou.~ts Divisioc ~~ !r~spor~ation Division staff 

assisted ~ the development of the record. Wi~1 the filing of ~ 

e:d1.ibit on April 4, 1969) the matter was submi~ted. 
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Specifically applicants sccl, authority to increase by ten 

percent their storage and handling rates~ ineluding their storage and 

handling minimum. el"larges. They do not, however, propose any increases 

in their quick-freezing. rates or in their accessorial Charges¥ 

The record shows that applicants r last major increase 

request requiring public· hearing was Application No. 44946, filed 

l~ovember 15, 1962. '!hat application resulted in Decision No. 65874, 

dated August: 13, 1963, by which a large ?a.rt of the increases sought 

at that time were granted. By Decision No. 73575, dated January 3, 

1963, the same warehousemen sought and secured an ex ,arte rate adjust!­

ment to offset some of the increases in labor cos ts which had been 

experienced through June of 1967. This latter rate re'Vision was 

prompted by Application No. 49744, filed October 19, 1967. 

According to the tariff agent, current operating cost levels 

do not permit applicants to conduct their operations at a reasonable 

profit under the present rates. Effective July 1, 19S$., applicants 

negotiated a ti~ee-ycar labor contract which resulted in increased 

wages of 15 cents per hour, with additional increases of 20 cents per 

hour and 15-1/2 cents per hour to become effective on July 1, 1969, 

and July 1, 1970, respectively. These contracts, he testified, also 

call for further health and welfare pensions amounting to nearly two 

cents per hour, together with an additional increase of about three 

cents per hour which took effect fn the fall of 1968 to preserve the 

hospital and doctor benefits guaranteed under the health and welfare 

program. 

In addition to the above-mentioncd increases in labor costs, 

the tariff agent stated, applicants have sustained heavy cost 

1.1 The tariffs and provisions thereof involved in the proposals are 
identified in Paragraph VII of the application. 
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increases in all other phases of their operations. These latter 

increases, he said, reflect approximately the same percen~ges as 

applicants have experienced with respect to labor cost increases over 

the prcced~3 six ane one.half years. 

The tariff agent had prepared an exb.ibit setting forth 

operating results of the respective applicants for the latest avail­

able 12-month period. These figures related exclusively to their cold 

storage public utility w~ehoU$c operations for which the rates and 

charges here at issue are published. !he witness had segregated the 

utilities into two g:roups, those having revenues in excess of $200,000 

per year and tllose having annual revenues amounting to less than that 

figure. '!he first group of eigb.t operators, the record shows, accounts 

for more than 90 percent of the aggregate of the revenues received, 

the expenses incurred, and the warehouse space provided by the 15 

applicants. 

!he exhibit also showed the combined operating results for 

each of the two groups of applicants and for all applicants as a 

single group. It is to be noted that the 12-month periods utilized 

were not the same for all applicants. In the major group,. however, 

all operators except one show results for the 12-month period ended 

June 30, 1968-. 

In Table I below arc summarized the operating results for 

each of the applicants,. for tl'lC two groups and for 't:he 15 operators as 

a s inglc group. 
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Ts.bl"" I 

Result.~ or Opera.tion for 12-Month Period 
Ended J\Ule 30, 1968 (EJccept a" Noted) 

Arter Income T~e3 

e" 

(A) Warehousemen F.av1rlg Revenues in Excess of $200,Of"A> Por Year 

Expense3 
(Includ.1ng 

Warehousemen Revenues Income Taxes) Net. -
California $ 657,431 $ $94,359 $ 63;072 
Federal 702,06; 622,222 79,S4l 
too Ango1ez 1,,42£,264- 1,,297,737 130,5Z7 
National (1) 666,~0 6l7,34.4 49,,526 
Pa.ei.f:te 1,,016,963 846,61, 170,;48 
'l'erminsJ. 1,707,,505 l,S08,76l 19S,,74k. 
Union 777,800 173,157 4,,643 
U. S. Grower 1.170~lO/ ... lzlllz020 22:024 

Subtotal $8 "lZ'I,OOO $7,371,24; $755,,755 

(2) Warehousemen Having RevonUC3 I..e~s Than $200,000 Por Year 

~es 
(Including 

1·1a.rehoU5emen ~enue~ Income 'l'axe~) 

B-lo (2) $ 155,762 $ 134,120 
Inland. (2) 4J.,748 52,724 
Imperial (2) 1,013 3,864-
Onta.rio (2) 56,6ll 46,,460*-
Rancho (3) 139,,102 118,,6ll 
South CoMt (4) 186,67l 169,,303 
Triangle (2) 1~z220 12i~222 

Subtotal $ 7JJ,e:37 $ 681,,021 

Total (All Applicants) $8,840,837 SS,0$2,266 

(1) For 12-month period ended April 30, 1968 .. 
(2) For 12-morrt.h ~riod en~ed December 31, 1967 .. 
(3) For 12-conth period ended Feb~ 28', 1968. 
(4) For 12-:no:lth period endod Y.a.rch 31, 1960 .. 

~ 

$ .2l,642 
(7,976) 
(2,$51) 
10,,151* 
20,,49l 
:'7,368 
~26zQQ2) 

$ 32,816 

$7SS,571 

Operating 
Rat.io. 

(Per~nt) 

90 • .4 
88.6 
90.4 
92.6 
83.2 
88.4 
99.4 
95.0 
90.7 

Opera.ting 
Ratio 

(Percent) 

86.1 
117.8 
;8l.5 
82.1* 
85.3 
90.7 

120.0 
95.4 

91.l 

'* Expen.se= do not :::nakA prov1:oJio:l!!l 'tor own~-¢pera.tor T s sa.J.ary .. 

(Red. Figure) 
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In the major group, operating ratios, after provision for 

income taxes, ransed from 83.2 to 99.4 percent, with an average of 

90.7 l'ercent for the group as a whole. In the smaller group of seven 

operators, the operating r~tios ranged from 82.1 to 331.5 percent,. the 

average for these applicants as a group being 95.4 percen1:. ':the 

average operating ratio for all applicants combined as a s~e group 

was 9l.1 percent. 

The witness hael also developed estima1:es of operating 

results, for each of the applicants and for the groups, under present 

rates and under ti~e proposed rates. In each showing the estimates 

were predicated on the volumes of business actually handled in the 

l2-montb. periods indicated in Table I, above, with expenses beiDg 

adjusted to July 1, 1968 expense levels. Additionally,. he had devel­

oped estimated results, under proposed rates,. for the eight major 

operators, as a group, and fo:: the 15 applicants, as a group,. 

reflecting the increases in labor expense which were to, and did, take 

effect on July 1, 19G9. 'this latter adjustment was not developed for 

the individual apl'licants. 

In Table II, below, are shown tl~e operating ratios and rates 

of return reflected by the estimates described in the ~diately 

preceding paragral'h. 
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Table II 

Estimated Results of Operation, After Income Taxes, for 
the Projected Rate Periods, Under Present and Proposed Rates 

(At July 1, 1968 Cost Levels, Except as Noted) 

Warehouscma.n 

Under Present Rates 
Q?erat1ng ~te of 

Under Proposed Rates 
operat:1ng Rate of 

Ratio Return(l) Ratio Return (1) 

(A) Warehousemen Having Revenues in Excess of $200,000 Per Yea% 

California 9l.0 11.3 88.5 
Federal 89.8 14 .. 0 87.1 
Los Angeles 91.3 7.3 88.6 
National 93.3 5 .. 0 90.8 
Pacific 83 .. 8 12 .. 3 81.9 
Teminal 88.9 24.9 86.7 
Union 101.2 97.2 
U. S. Growers 95 .. 6 3.4 93.4 

Su'btoe.al 91.4 7.4 
(88.9 
(90.14f 

(8) Warehouseccn Having Revenues Less Than $200,000 Per Year 

B-Low 
Inland 
Imperial 
On'tario 
Rancho 
South Coast 
Trtangle 

Subtotal 
T01:al 

(1) 

86.8 11.7 
1l9 .. 9 
387.9 

83 .. 0* 64 .. 1* 
86.0 6.3 
97.4 1 .. 3 

122.1 
98.0 1 .. 5 
92.0 6 .. 9 

# At July 1, 1969 Labor Expense 
Levels. 

84.0 
109.0 
352.6-
77.9* 
83.2 
92.8 

114.8 
93.1 

(89.2 
(90 .. 44fr 

* Expenses include no salary for 
o-wner-operatot". 

Note: Negative :ca.tes of :return no~ indicated. 

.. 6,,. 

15.3 
19.2 
10.3 
7.5 

l4.7 
3l.5 
1.1 
5.3 

10.2 
9.1# 

15.5 

90.1* 
8 .. 3 
3.8 -5.9 
9 .. 8 
8.741-
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It will be observed from Table II ti~~ for the major appli­

cants the estimated oper.-:ting ratios r.-:nge from 33.3 to 101.2 percent 

under a continuation of present rates and from 81.9 to 97.2.pereent 

under the proposed rates. Est~ted rates of return for these oper­

ators range from zero (negative rates of rctum not considered) to 

24.9 percent under present rates and from 1.1 to 31.5 percent undcr 

the proposed rates. None of these figures reflects the effeet of the 

July 1, 1969 labor expense increase. Such treatment would have 

revealed slightly less favorable estimated operating results. As 

sho'Wn in Table II, the estimated composite operating ratio for this 

group of ap?licants wder the pr¢?osed rates is 90: .. 1 percent at 1969 

labor expense levels and is 88.9 percent based on 1968 expense levels II 

The corresponding estimated rates of return are 9.1 2nd 10.2 percent. 

In a separate exhibit the tariff agent set forth'the devel­

opment of the operating expense amo~ts used in the earlier exhibits. 

A:n important adjustment shown therein was the subs~itution of landlord 

expenses for applicant's rental expense in tr~se instances in which 

the warehouse faeilities are owned by and leased from an affiliate. 

kn. exception to this procedure "i1.o,s observed in the case of a ware­

houseman whose rental expense was equal eo the affiliate's straight 

line depreciation expense of the warehouse facility. 

It has freq,uently been pointed out in earlier warehouse rate 

increase decisions that where a realistic rate base estimate is no~ 

av.o.ilablc, as in those inst~ces where a warehouscm.;m. rents his 

facility from a non-affiliate, r~tc of return is of lit~le value ss a 

measure of the reasonableness of o,eratin~ result~. In such a c.c.sc 

the utilityf s rate base may consist solely of an allo~1a::lce for 

workinz cal'ital. The extremely high rates of return shown in Table 

II above for Terminal Refrigerating eom,any ~d for ~tzrio Ice ~ 
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Cold Storage Company, for e~le, are the :result of nominal rate base 

est~tes occasioned by lease of facilities from nonaffil~tes. In 

those 1n$tances where applicants rent thei:r facilieies from an affil­

iate the latter's depreciazed pl~t investment amounts were included 

in the rate base estimates, and cos"Cs of ownership in estimated 

expenses. 

In the opinion of the tariff agent, applicants are entitled 

to a much highe:r rate of return than is usually allowed the so-called 

fixed utilities (i.e., gas, electric, water, telephone, etc.) The 

latter, he pointce out, have a natur21 protection as a monopoly, 

whereas the warehousemen are in st:rong competition &nong themselves, 

t-.ith so-called contract warehouses, and :from out of state transit 

warehouscs which's~ore California merchaneise destined to eastern 

ma:rkets. The fixed utilities, he said, are not zreat~.y affected by 

~eriodic and natural hazards of agricul~e, whereas the cold storage 

business is very strongly concerned with any adverse conditions 

affecting crops and the production of turl"eys and meat. Additioti.ally, 

c~Lzes in distribution mcthods and tecl~ological advnnc~t in the 

preservation of foods may adversely affect the cold storage warehouse 

business. 

An analysis of expense trC':lds made by tile witness shows that 

~1e percentage relationships of the dollar ~ounts of the various 

elements of ap~lica:'lts' operating expenses have remained fairly 

conste.nt during the years since 1961; ~"'l.a.t labor expense .;:mounts to 

bett-;een 55 and 60 'Oercent of the total; that since 1963 labor expense 
. 2/ 

has increased 23 percent; that cLw:-i:lg the same period depreciation 

?,i During the S.:u:le period hourj.y l.'lcor costs i4:cr~ed .::.lmost 34 
percent. The difference be~een these figures, ~~e witness 
stated, is due to ti1e increased mechanization and labor saving 
programs car=ied out by ~pplic~ts; at the same time 'business 
handled increased more thc:n 16 percent during the period studied • 
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expense has increased 29 percent, due, the witness stated, to the 

hiSher costs of depreciable items purchased during the period in ques­

tion; and that total operati'nz expenses of the 15 applicants as a 

group have increased some 27 percent since 1963. 

No increases a.re sought in the quick freezing rates, the 

wieness testified,. b2eause quick freezing in the area in which appli­

cants operate is 1JlCPstly done in connection with corcmodities of fairly 

heavy density and it is felt that the present rates for this service· 

are sufficient. No increases are sought at this time in accessorial 

charges since, with one exception, they are not real money makers and 

the operators do not want to disturb their accounts more than neces-

sary. 

The operating officials testified generally as follows: a 

'Working capital allowance of two months' operating eX?enses, less 
31 

depreciation, is reasonable; the operating results estimated by the 

tariff agent and their respective companies, under the proposed rat~ 

would, with one or two exceptions, be reasonable; all have had high 

occupancy during the pas t two years; some felt there would be a 

decl~ in occupancy ranging from 10 to 20 percent during the yezr 

ahead. 

The record shows that in 1963 this group of public utility 

warehousetlletl. operateC: 18,200,000 eubie feet of cold storage ware­

house sp~ce. By 1968 the total space ltad increased to 20,500,000 

cubic feet.. Two of the applicants are now engaged in enlarging their 

facilities by ~ total of 2,000,000 cubic feet through new construction. 

2J The working capital allowances ut:ilized in the studies developed 
by the tariff agm1~ were calcula:ed on thi$ ~asis in accordance 
with the practice consistently observed in prior warehouse rate 
proceedinzs. 

il One 3l'Plicant recently lost a s~s~tial .account and two appli­
cants expect :0 lose ~ l~e account since th~ e~~tomer is 
buildi::g his oo;,m wa::ehouse. 
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Notices of the proposed increases were mailed by applicants 

to their storers, totaling 3,500, in advance of the hearing. No one 

appeared in opposition to the proposed increases. 

The record herein shows that applicants compete among them­

selve~ for the available business and that in order for then 

effectively to do so rates and charges must be the same at all of the 

warehouses involved. This is a principle which has been long estab­

lished, both among these operators and among other groups of public 

utility warehousemen competing in particular market areas. Uniformity 

is essential~ even though widely differ~ operating results may be 

expeti~nced thereunder, as axnong the res:,?eetive warehousemen. For 

this reason, the composite operating ratios and composite rates of 

retw..-n for the two groups of applicants and for the lS applicants as a 

single group, as set forth in Table II above, are necessarily given 

substantial weight in appraising the reasona~leness of rate proposals. 

In Table III~ 'below, the individual and composite estimated 

operating ratios, after income taxes, under the proposed rates, 3S 

developed in this proceeding by the tariff agent, are compared with 

the est~ted operating ratios under the rates approved for these 

operators in Decisions Nos. 73575 (1963) and 65874 (1963) in Applic~­

tions ~!os. 49744 and 44946, respectively. 
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Table III 

Comparison of Esetmated Opera~1ng 
Ratios, After Income T3Xes, Under 
P~o~osed Rat~s in Three Proceedings 

(In Percents) 

Applie.o.t1on + 
Deeision 
No,. 73575 

Warehouseman No. 50769 (1-3-68) 

C&11fornia 88 . .5- 89.2 
Federal 87.1 90 .. 9 
Los Angeles 88.6 88 .. 1 
National 90.8 9l.,3 
Pacific 81.9 87.9 
Temj:cal 86.7 87.7 
UniQ'O. 97.2 153.4 
iJ. S .. Gro'W'2X-S 93.4 94.9 

B-Lo 84.0 129'.8 
Inland 109.0 80.9 
Imperial 352.6 409.9 
Onta.rio 77.9* 76.9* 
Rancbo 83.2 
South Coast 92.8 99.2 
T'r'ia:o.gle 114.8- 10l.7' 

'roto.l (89.2 95 .. 2 
(90.4" 

+ At July 1, 1968 cost levels, except" noted. 
* No p=oVis1on for owner-oper3tor's salary. 
# At July 1, 1969 labor cost levels. 
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Decision 
No. 65874 ../ (8-13-63) 

88.2 
93 .. 3 
85.8 
86 .. 3 
8$.2 
92.2 
98.8 
90.9 

95.9 -163.6 
74 .. 1* 

110.0' 

90.7 
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As Table III shows, the estimated operating ratios of the 

individual operators, under proposed rates, as developed in the 

current proceeding are based on cos t levels as of July 1, 1968 and 

therefore are slightly ~ore favorable than they would be if current 

cost levels had been em.ployed in their development. However, the 

est~ted composite operating ratio of applicants as a group of 90.4 

gives effect to the July 1, 1969 labor expense levels. It is slightly 

more favorable than the figu:e of 90.7 which was forecast for sUbstan­

tially the same group of w~el'loU$em.en in 1963 in connection with rates 

~.;hich were approved in Decision No. 65874 in the last major rate 

increase involving the Soutbern California cold storage utility warz­

housemen. 

We find tha~: 

1. Applicants are in need of additional reven\:es to offset the 

increases in operating costs which have been experienced since the 

rates here in issue were last adjusted. 

2. The est~tes of operating results of applicents under the 

proposed rates as summarized in l'.;:ole II, above, arc reasonAble, 

realizing, 1'lo~1ever, tl~t the indicated results for the individual 

applicants are more f~vorable ~ they would have been had they 

reflected the labor cost increases which took effect on July l, 1969. 

3. The increases in rates sought by applicants are reasonaele 

.:md have been justified .. 

v1e conclude that Application No. 50769, as tnUended, should 

be granted. 

Applic~ts have requested that in cstablisl"l.ing the increcscd . 

rates disposition of fractions be made in the SmIle manner as provided 

in Decisions l>1os. 73S~7 and 74430, involvi:lg Northern California ware­

housemen. !he oreer which follows will so provide. 
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ORDER ............. --

IT IS ORDERED that:: 

1. Applicants are authorized to establish the increased rates 

proposed in Application No. 50769, as amended. 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 less than ten clays after the effective date hereof on 

not less than ten days r notice to the Commission and to the public .. 

2. In effecting the increases in rates authorized by numbered 

paragraph 1 of this order disposition of fractions shall be made as 

follows: 

v~ere resulting r~te or charge is lcs$ than 
10 cents, dispose of fractions to the nearest mill by 
dropptng fr~ctions of less than one-half mill, and 
increasing fractions. of one-half or over to 1:he 
next whole mill. 

v1here resulting rate or charge is in excess of 
10 cents, dispose of fractions to the nearest Cetl.t by 
dropping fractions of less than one-half cent, and 
increasing fractions of one-half cent or grea'Cer to 
the next whole cent. 

30 The authority herein gr:m.ted is subject to the express 

condition that applicants will never urge before this Commission in 

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

any other proceeding, 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 3nd charges pursuant to· the 

authority herein granted will 'oe construed .:lS a cons~t to t:.'lis 

condition. 
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4. The ~utho:r:ity herein granted shall expire unless exercised 

within n~eey d~ys After d~c ¢ffcctiv~ date of this order. 

'!he c.ffcc'tivc. d~tc of this order sh:l.ll be twenty days after 

the date hereof. 
~~~~ ~L Dated at __________ -', California., this /7/"-

day of _____ A....;;;U_G~USoA.lr __ , 1969. 
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