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Decision No. _8_0_0_3_7 ____ _ 
.' 

BEFORE THE PUBLIC UTILITIES COMMISSION OF !HE StATE OF CAUFORNIA' 

In the 11a.tter of the Application of ) 
ARCTIC COLD STORAGE, INC.,. B-l..O COLD ~ 
STORAGE CO." CAI..IFORl.~ ICE ~"D COLD '\ 
STORAGE COMPANY, FEDERAL ICE & COLD ) 
STORAGE COMPANY" ICE AND STORAGE " 
COMPANY OF THE INLAND EMPIRE, IMPERIAL '\ 
!CE COMPANY, lOS ANGELES COW STORAGE ~ 
CO. (dba Los Angeles Ice & Cold ~ 
Storage Co., Pas~dcna Ice Company and ~ 
Pomona Valley Ice Co.) NATIONAL COlD I 

STORAGE COMPANY, ONT.ARIO ICE & COLD ) 
STORAGE COMPAl.W (eli ve F. Warner, l 
Exie Je1n Warner, Clive W. Warner and 
Sally Warner, dba.), PACIFIC COLD 
STORAGE INC., RANCHO COLD STORAGE, 
SOon! COAST PACKING COMPANY:J INC. 
(dba South Coast Storaze Co., :~c.), 
TERMINAL REFRIGERA.TING COMPANY, 
'!R!ANG"'J2 COLD STORAGE CO.? UNION :i:CE ~ 
AND STORAGE COMPA.W, and U. S. GROWERS 
COLD STORAGE, INC., for an increase in ~ 
rates·. / 

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

Appl~cation No,. 52894 
(Filed Seytember 29, 1971) 

Vat:ghan, Paul & Lyons,. by John G. Lyons,. At~orney 
at LaW,. for Arctic Cold' Storage,. Inc.,. et a1., 
applicants. 

Jack L. Dawson, for applicants. ' 
Moe GOreiick and c. M~ Reirike,. for Southern 

california Frozen Food Distributors Association, 
protestant. 

Geo~e L .. Runt and Edward C. Crawford, for the 
mmiss ion s ta.ff • 

OPINION -------
This matter wa.s heard and submitted January 19, 1972 befo:c 

Exa~ner Thompson at Los Angeles. 
Applicants are engaged in tbe b~iness of cold stor3ge 

warehousemen at one or more locations in the area comprising the 
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Counties of Los Angeles, Orange, Riverside> Sa.u Diego and 
Sa'O. Bernardino. Each applicant is a warehouseman as defined in 
Section 239 of the Public Utilities Code and the rates charged by 

these applicants for freezing, storage, haudling and other services 
incidental thereto are maintained in the following tariffs: 

~lifornia Warehouse Tariff Bureau No. 2-R 
Ontario Ice and Cold Storage Company 

Cold Storage Ta=iff No. 1 
South Coast Storage Co .. , Inc .. Cold Storag~ 

Warehouse Tariff No. 1 
Terminal Refrigerating Comrny Cold Storage 

Warehouse Tariffs Nos. and 5 
U. S. Growers Cold Storage, Inc. Cold 

Storage Warebocse Tariffs Nos. 1, 2 and 3. 
!he rates contained in said tariffs are generally the same 

bcc~use of competitio'O. among the applicants. !hey here seck a~thority 
to establish a surcharge on all rates and chArges of 5.57 percent. 
The application is protested by Southern California Frozen Food 
Distributors Association. 

The last s~eral adjustment of applicants' storage and 
hnndling rates was maee effective pcrsuant to aut~ority grsnted by 

Decision No. 76039~ dated August l6, 1969, in Ap?lica~iou No. 50769> 
which decision authorized a ten percent iu~ease iu rates.!/ 
Applicants contend that since said date they have experienced sub
st~ntial increases in expenses of doing business 1 more particularly 
in labor costs, taxes, power cos~s, tnaintcnance and repair, and in 
the costs of materials and supplies. It is asserted that for ~lmo$t 
two years they have been engaged in studies which could lead to a 

11 - Since said general adjcstment there have been ~ number of changes 
in individual ra.tes, both iucreases and reductions. For examp.le, 
pursuant to STD-6466 applicants iccre4sed charges for special 
labor a.nd clerical labor services. 
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complete revision of r~tes, a more simplified t&riff, and the 
combining of commodities of light densities under common rate scales. 
It is anticipated that completion of the studies will require au 
additional four months. The contemplated revision in the structure 
of rates would result in increases in some rates and reductions in 
others and therefore re~uire authority from the Commission to be 
made effective. Applicants assert that by reason of the increases 
in costs an "interim" increase in present rates of 5.57 perce:lt is 
nceess~ry for ~pplicants to maintain the e~~inss found by the 
Commission to be r~asonAble in Decision No~ 75039 pending the con
templated revision in the rate structure. 

Applicants present~d the results of their public utility 
warehouse operations for a twelve-month period cen~ering about the 
year 1970 together with p~o forma results ~uder September 1971 
~~se levels and the proposed increAse in rateS. A summarY of 
such evidence is tabulated in Appendix A attached hereto. !he 
revenues and expenses shown therein in many instanc'es resalt ~rotll a 
number of ~djustments to recorded figures because some applicants 
also eng~ge in non-utility operations necessitating separatio~ and 
allocations of expense> and some a?plicants rent the s-eruc:ures 
utilized as their warehouses from affiliates. The allocati~a~d 
~djustments cade ~=e pursuant to procedorcs ~dopted or approved by 
the Commission in prior proceedings involving the rates of applicants 
and are consistent with those which were =onsidered and ~pproved in 
Decision No. 7G039.l1 

1/ It should be noted that adi~tments were made redccing the amount 
of expense for donations in accordance with ~ractices approved ~ 
prior proceedings. Donations to charities a=e no longer regarded 
as reasonable exper-.. ses i:l considering the ea:nings of publie 
utilities for rate-~king purposes. See PT&T v. Pu~. Util. Co~., 
62 Cal. 2d 634. The total amount of do:t.ation expenses inVOlve<:! 
herein is $4,500 which if eliminated wocld have no significant 
effect upon the over-all results. 
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The pro forma results were obtained by analys'is of revenues 
and expenses of the eight applicants designated in Append~ A as 
"Test Applicants". These eight are the same warehousemen utilized in 
Application No. 50769 in arriving at the operating results shown in 

Decision No. 76039. Adjustments were made in revenues to reflect 
increases in hourly rates for special services authorized in 1971 and 
the adjusted revenues were increased by 5.57 percent so' as to obtain 
the revenues under the proposed increased rate. Adjustments to the 
expenses of the eight tes t warehousemen to obtain the pro forma 
results involved substituting the September 1971 cost levels of wages, 
payroll costs, power costs, and taxes for the 1970 expenses. These 
adjustalents were made in the cases of each of the eight test 
warehousemen. The accum.ulated percentages of th~ changes were 
applied to the actual revenues and expenses of the other eight 
warehousemen in order to de~ermine the pro forma results of all of 
the applications. The procedure followed was precisely the smne as 
described and approved in Decision No. 76039 except that Arctic Cold 
Storage was not an applicant in Application No. 50769 ~ot having 
commenced operations ~til SUbsequent thereto. 

Append~ A shows that the measurable increases in costs of 
operations from 1970 to 1971 would have had the effect of increaSing 
expenses (including income taxes) for all warehousemen $710,870, and 
the proposed rates together with the previously increased hourly 
rates for labor services would have increased 1970 revenues by 
$743,456. The latter figure includes $642~2l5 revenues from the 
proposed 5.57 percent increase. 

The pro forma results do not reasonably measure the 
operating results that might be anticipated for a future rate year 
at the proposed increases in rates. From the evidence it is apparent 
that for a future rate year the revenues are substantially overstated 
and the expenses are substantially understated. This is so because: 

1. During 1970 the warehousemen experienced one 
of their highest rates of occupancy. 1971 
occupancy was around 5 percent lower than 1970. 
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2. The pro forca revenues were eeveloped by 
applying the 5.57 percent proposed increase 
to adjusted revenues. Applicants do not 
intend to increase all rates and charges 
by 5.57 percent. 

S. The pro fora:.a expenses were developed by 
applying measurable September 1971 increases 
in costs, such as w~ge rate and payroll 
costs, and did not consider known increases 
iu other expenses ~here the precise amount 
of increase in cost could not be accurately 
measured. 

4. The wage rates considered were those pre
vailing in September 1971.. Pu:'suant to 
collective bargaining agreements applicants 
will have to increase the wages of warehouse 
labor by 40 cents per hour effective June 1, 
1972 and will have to increase ~he wages of 
operating enginee=s 44.8 ee~ts per hour 
effec~i\"'e- J·.1ly 1, 1972'. 

It is readily apparent that actual results of applicants for a future 
year at the prop,osee! rates will be substantially less favorable, than 
depicted in the pro forma estimates snown:'in Ap?endix l~. !he pro 
forma results, however, a=e substantially the.s~me ~s ~he results the 
Commission has found to be reasonable for rate-making purposes in 
prior proeeediugs. Table!, below> is a com~rison of the operating 
ratios of applicants shown in Appendix A with thos~ the Commission 
has found to be reasonable in the prior thr~e proceedings involving 
the rates of applicants. 
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TABLE I 
Comparison of Esti~ted Operating Ratios, 

After Income Taxes, Under Authorized Rates 
Iu Three Proceedings with 1970 Actual Results 

~nd Pro Fo~ Results at Proposed Increased Rates 

California 
Federal 
tos Angeles 
National 
Pacific 
Termiual 
Union 
U. S. Growers 
Arctic 
B-lo 
Inland 
Impel."ial 
Outar!.o 
Rancho 
Southcoast 
Tri.!lngle 

Total 

1970 
Pro Forma 

88.0 
89.6 
89.9 
89.6 
83.2 
85.9 
97.3 
93 .. 1 

112.0 
148.2 
106.2 

71.7 
86.7 
87.1 
83.2 

110.8 

90.8 

In Percents 

1970 
Actual 

87.6 
88.0 
89.5 
89.1 
82.5 
85 .. 4 
96 .. 4 
94 .. 2 

111.3 
147.2 
105.5 

71.4 
86.3 
86.5 
82.8-

110.1 

90.5 

Decision Decision 
No. 7GO~91/ No. 73.575 
(8-19-69)- (1-3-68) 

SS.5 89.2 
87.1 90.9 
8S.6 88.;1 
90.3 91.3-
81.9 87.9 
86.7 . 87.7 
97.2 153.4 
93.4 94.9 

84.0 129 .. 8 
109.0 80 .. 9 
352.6 409.9 

77.9* 76.9* 
83.2 
92 .. 8 99.2 

114 .. 8 101 .. 7 

89.iJ:/ 95.2 
90.4# 

Decision 
No. 65874 
(8-13-63) 

83-.2 
93.3 
85.8 
86.3 
85.2 
92 .. 2 
98.8-
90.9 

95.9-

163 .. 6 
74.1* 

110.0 

90-.7 

11 At July 1, 1968 cost levels except as noted. 
# At July 1, 1969 labor cost levels. 
* No provision for owner-oper~torts salary .. 
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The pro forma operating results are subst~nti~lly the same 
as the results the Commission has found to be reasO'O.able for rate
making purposes in ?rior proceedings. '!he amount of revenue to '!::Ie 
generated by the proposed rate increases is equivnlent to the amo~~t 
of cost increases already incurred. In the past such showing in and 
of itself has been sufficient to justify the authorization to, inere~se 
rates. 

In a closing statement the Commission staff asse:ted that 
as a result of the filing of this application the Commissionts 
Division of Finance and Accounts initiated studies of the operations 
aud finances of applicants. Much of the work has been done and f=om 
the reports of investigations the staff is of the opinion that the 
e~rnings of applicants under the proposed increases in rates will not 
be excessive and it recomme:ds the granting of the authority sought. 

Protestant did not offe: evidence. In a closing statement 
it was asserted that protestant is very much aware of the incrcas~s 
in costs incurred by applicants because many of its members ware
house some of their own commodities. The warehouse services of 
applicants are necessary and it is not protestant's desire to· imp.air 
the ability to perform such services. !t is asserted, however, that 
the federal economic policy manifested in the price freeze and the 
Economic Stabilization Act of 1971 requires all business to tighten 
its belt. Increases in applicants' warehouse rates will res~lt: in 
either protestantts members having to absorb that ~dditional cos: as 
well as other incre~ses in their costs or in the co~umer paying ~ 
higher price for foodstuffs. The latter, it is assc:ted. will 
contribute to inflation. 

:he Commission is required to consider the application for ' 
increases in rates in accordance with the rule of the Federal ?rice 
Co~i$sion and the aims of the Economic Stabilization Act of 19i1~ 
~ ~rch 20, 1972 the Federal ?rice Commission revised its regulations 
r~ge:ding guidelines and certification for increases in rates of 
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public utilities. The application herein will be considered according 
to said guidelines and regulations. 

We find that: 
1. Ap~licauts~ ~ud each of them, are public utilities engaged 

in cold storage warehousing at one or more locations in southern 
california and compete among each other aud with private warehousing 
for the cold storage business in that area. 

2. Applicants maintain the same level of rates and charges for 
their services aud, except as to charges for special labor and 
clerical labor services, in general their present rates and chBrges 
we~e authorized by the Commission in its Decision No. 76039, dated 
August l6~ 1965, in Application No. 50769; and the charges for special 
labor and clerical labor services were authorized by the Commission 
pursuaut to its Order No. STD-6466~ dated August 11, 1970. 

3. In Deeision No. 7S039 the Commission found that the rates 
and cbarges authorized therein would provide operating results as set 
forth in table I of this opinion, which results for applicants 
collectively at July 1, 1969 expense levels was an operating rat!~ of 
90.4 percent. 

4. For twelve-mouth periods centering about the calendar year 
1970 the results of applicants' operations are as shown in Appendix A, 
which results for ap~lieants collectively was an operating ratio of 
90.5 percent. 

5. For the same twelve-month periods the results of applicants' 
operatious adjusted to reflect September 1971 expense levels and 
adjusted to reflect revenues at the proposed rates ~rc also shown in 
Appendix A, and in Table I, which results for applicants collectively 
is au operating ratio of 90.8 percent reflecting earnings and a return 
less favorable thiln authorized by Decision No. 76039. 

6. The revenues to be derived from the proposed increase i~ 
rates will do no ~ore than offset increases in expenses already 
incurred. 
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7. The increases in rates proposed herein have been shown t~ 
be justified. 

We eonelude that the applieation to inerease rates should 
be granted and that a certifieate should be issued to the Federal 
Price Commission as provided in the Economie Stabilization Act .. 

ORDER --.----
IT IS ORDERED that: 

1.. Applicants are authorized to establish the incre~sez in 
rates proposed in Application No. 52894. Tariff publications 
authorized to be made as a result of the order herein scall be filed 
not earlier thau the effeetive date of this order, a:ld may be mace 
effective on not less tMu ten days after the effeetive date he::oeof 
on not less than ten days' notice to the Commission <lnd to the pub-lie .. 

2. The authority herein granted is subject to the express 
condition that applicants will never urge before this Coccission in 
<lny proceeding under Section 734 of the Public Utilities Code, or 
in ~ny other proceeding, tha~ the opinion and order herein constitute 
a finding of faet of the reasonableness of any particular rate or 
cbarge, and that the filing of rates and charges pursu~nt to the 
authority herein grauted will be construed as a consen~ to this 
condi~ion. 

3. The authority herein granted shall expire unless exerc~sed 
within ninety days after the effective date of this order. 
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4. !he Commission does certify to the Federal Price Commission 
that the projected return of applicants ~ as customarily me2sU%'ed~ 
under the proposed increase in rates will not exeeed the pr~jected 
return granted t~ applicants in the last decision of the Commission 
concerning the rates of applicants; and that Appendix :s. to the order 
herein accurately reflects data regarding the increases authorized 
herein as required by Title 5:t Chapter III, Part 300, Sect. 300.16(e), 
in accordance with Sect. 300.16(g) thereof. 

The effective date of this order shall be twenty days after 
the date hereof. 

Dated at ~~ __ S:.;,,:IJl~Fra.n;.;;....;;..;.;;<:ise~o __ ~ 

day of MAY , 1972 .. 

orman' 
)(/7" 

I It .-:~ " 

< S'h~.o 
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Warehousemen 
(Test) 

Cali!ornia. 
Federal 
tos. A.nge1e:s 
National 
Paeii'ic 
'l'er:U.nal. 
Union 
U. $. Grower~ 

· " 

APPENDIX A. 

Re~u1t~ of Co1~ Storage Warehou~ing Operations 
tor a 12-::::onth Period (1970) and Pro Forma 

Res\:lts at Seotember 1971 Ex'pens~ Levels and 
at Pro~ed Increase~ in Rates 

After Ineot'tc Taxes 

Actual Pro Forma 

~e~ Operating ~es 
Includ.ing Ratio Including 

Opera.ting 
Ratio 

Revenues Income Taxes Percent Revenue3 Income Taxes Percent 

$ 706,460 $ 61e,675 P:7.6 $ 750,90~ $, 660"SJJ SS.O 
752,284 622,155 SS.O 798,518 715,740 89.6 

1,968,612 1, 762,S8S 89.5 2,0$4,,083 1,873,875 89.9 
762,143 679,.341 89.1 805,742 721,692 89.6 

1,093,756 902,S40 22.5 1,159,24'.3 964,662 83.2 
2,232,996 1,907,368 85.4 2,385,224 2,04S,70J. e5.9' 

923,653 $90,374 96.4 990,897 963,900 97.3 
2.056.298 1%227Z82~ ~ 2ll2S~227 220412109 ...2l:1 

Sub Total (Te~t) $10,496,202 $ 9,361,496 89.2 $11,11.),,007 $ 9,996,195 89.5 
(Non-Test 2 

Ar¢tic $ 220,007 $ 244,795 In.3 $ 234,193 $ 262,Z7l 112.0 
B-Io lkS,667 218,861 lJ.7.2 158,25:3 2:34~5 lkS.2 
Inl.9nd. 67,JJ?:3 7l,1S2 105.5 71,$34 76,259 106.2 
Imperial 3,013 2,150 71.4 3,207 2,298 71.7 
Ontario 71,619 61,$29 86.3 76,Z37 66,109 86.7 
Rancho 147,045 127,243 86.5 156,526 l.36,267 87.1 
Southcoast 236,805 196,075 S2.S 252,074 209,694 8:3.2 
Triangle 1221°~ 1~2~OlJ... 110.1 1481°22 16~1267 119.& 
Sub Total. 

(Non-Test) $ 1,033,695$ 1,075,179 104.0 $ 1,100,346 $ 1,151,350 104.6 
Total all 

Wa.rehouse~ $ll,529,897 $10,4:36,675 90.5 $12".273,35:3 $11".147,.545 90.8' 

1970 Rate Blse T~t Warehowses: $11".812".490 1970 Rate of Ret,urn 9 .. 6% 
Pro FoX':la. Rate Ba.5e Test ~larehou:3e~: $11,918,605 Pro Forma Rate' of Return 9 .. 9% 



... J. • ,~ •. 

A. 52894 ek 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

(7) 

APPENDIX B 

DATA REGARDING INCREASES IN ~:ES 
OF PUBLIC urTI.ITY COLD STORAGE 

WAREHOUS".EMeN IN APPLICATION NO. 52894 

1970 TEST YEAR. 

The incre~se of 5.57 percent is to be ~p?lied as ~ surch4rge to 
the charges for any and all cold storage warehouse services per
formed by applicants. 
Revenue increases for the sixteen warehousemen as a group is 
$642,.215 per annum. 
Based upon cost and expense levels of September 1971, net 
revenue as a percent of gross revenue is expected to be 9.2 
percent under the authorized increase as compared to 9.5 
~reeut for 1970 actual operations. 
Ibe increase will not significantly affect the rate of return 
on capital of the sixteen applicants as a group. For the eigh: 
largest and most profitable of the sixteen warehousemen the 
i~cre~$e applied to the test year would have increased the r3te 
of return on capital from 9.6 percent to 9.9 percent, the re
maining eight w3:-ehousem.en as a group would have continued to 
conduct operations at a loss. 
Sufficient evidence was taken at public hearing in this 
appli~tion :0 determine whethe:- or not the criteria set fo:-th 
in paragraph (d) (1) through (4) of Title 6, Chapter III, 
Part 300, Sect. 300.16 of the Code of Federal Regcl~tions ar~ 
or a=e not met by the rate incresse. 
The =ate increase is cost-based a~e does not reflect future 
inflationary expectatious; the increase is the minimum required 
t~ assure I::ontinued, adequate and safe service; the increase 
will achieve the minim~ rate of ret~ needed to att=:ct 
capital at reasonable costs and not impair the credit of these 
public utility w3rehous~en. 
The expense levels utilized in this proceeding are as of 
September 1971,. prior to the November S, 1971 announcement 
of a 5.5 percent annual wage :'ncrease guideline maximum. under 
the Economic Stabilization Progr3m. The total dolla~s of 
increased expenses at September 1971 cost levels amount to 
$710,870, of which 87 percent is attributable to labor costs 
which incluee wages) vacations, holidays, pensions and oth~~ 
fringe benefits resulting from collective ba:-gai~ing agree
ments negotiated and made effective prior to August 1, 1971, 
together with payroll taxes, compecsation insurltnce :lond other 
items of expense related to payroll. 


