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 Decision No. 766 . SR e

BEFORE THE PUBLIC UTTLITIES COMMISSION OF THE STATE OF CALTFORNIA

In the Mattexr of the Application of

BEALL REFRIGERATING CO., BERCUT-

RICEARDS COLD STORAGE CO., CRYSTAL

ICE AND COLD STORAGE WAREHOUSE

LINCOLN COLD STORAGE COMPANY, INC., |
MERCHANTS REFRIGERATING COMPANY OF | .
CALYFORNIA, MODERN ICE & COLD - _Application No. 54491
STORAGE CO., RELIANCE COLD STORAGE )  (Filed December 10, 1973)
WAREBOUSE CO., INC., SANTA CLARA , ,

COLD STORAGE & FREEZER C€O., STOCKTON

REFRIGERATING COMPANY, UNION ICE &

STORAGE COMPANY, UNITED STATES COLD

STORAGE OF CALIFORNIA, and WESTERN

REFRIGERATING & COLD $TORAGE COMPANY

for an Increase in Rates. :

Vaughan, Paul & Lyons, by Johz; G. Lyons, Attorney

at Law, and Jack L. Dawson, Tor applicants.
Robert I. Anderson and B. L. 3h , for the
Commission staff. S

FINAL OPINION

Applicants are public utility warehousemen engaged in the |
storage of commodities requiring refrigeration. Applicants opexate in
Santa Clara, San Jose, Lincoln, Sacxamento, Stocktom, Tracy, and San
Martin. They maintain gemerally uniform rates for the services of .
precooling, refrigerating, and storage of foodstuffs and other commod~
ities in the following tariffs: = o

Cold Storage Waxehouse Tariff 19, Cal, P.U.C. 228;

Cold Storage Warehouse Tariff 20, Cal. P.U.C. 229:

Precooling Warehouse Tariff 21, Cal. P.U.C. 230;

Lincoln Cold Storage Co., Inc. Cold Storage
Warehouge Tariff 6, Cal. P.U.C. 65

Union Ice & Storage Company Cold Storage Wafehoﬁse.
Tmff 21-D, cal. P.U‘Cl 38‘; ag

~ Western Refrigerating & Cold Storage Company Cold
Storage Warehouse Tariff 7, Caallg r.U.C. ;. '

-1-




Decision No. 82421 dated February 5, 1974 in this proceeding
avthorized an interim surcharge increase of 5.5 w&cent in rates in
the aforementioned tariffs, pending hearing on applicants® request
for a full increase of 10 percent. y | S

Public hearing was held and the matter was submitted before
Examiner Mallory in San Francisco on March 22, 1974. There weze no
protests. The staff of the Commission's Finance end Accounts and
Irensportation Divisions assisted in the development of r_‘r‘i'ef record.

Applicantg' tariff publishing agent requested the following
amendments to the application: - '

Added: Merchants Refrigerating Company of
California Cold Storage Warehouse
Taxiff 9, Cal. P.U.C. 9 (Santa Clara)
for the full 10 percent increase.

Axended: Union Ice & Storage Cortggan Cold
Storage Warehouse Tariff 21-D, Cal.

P.U.C. 38. Increase in rates withdrawn
from 31l storage and handl items in

the tariff except for Lot Delivery and
Small Package Charges.

Western Refrigerating & Cold Storage.
Company Cold Storage Warehouse Tariff 7,
Cal. P.U.C. 7. Increase in rates with-
drawn for storage and handling rates for
Deciduous Fruits, Berxies, Pineapple,
and Vegetables:~Freezer Room. (Item 30.)

Applicants' tariff publishing agent presented evidence in
support of the azpplication. The witness testified that appli‘.éants‘
were last authorized to increase their rates by Decision No. 78893
dated July 13, 1971 in Application No. 52434, Since the date of that
decision, applicants have sustained heavy annual wage inc::elasesf and
other increased costs of operations. The witness testified concerning
the manner in which Exkdbits C and D attached to the application .




were developed and presented additional e:dmibits‘ showing the amount -
of increased operating expemses incurred by applicants since their®
rates were increased pursuant to Decision No. 78893. Exhibit 2
shows that in the three-year period through July 1, 1973 wagés of
forklift operators have increased by an average of $1. 185 per hour
or 23.9 percent. Assertedly, the weges of forklift operat:ors are
the median of the wages of other operating and gener.al off:l’.ce
employees and, therefore, are representative of appl:i.cam:s total
wage costs. Exhibit 3 shows that the wages of general office

and operating persoonel now represent approximately 52 percent: of
total operating costs.

The witness stated that the 5.5 percent incer:tm :Encrease :
authorized by Decision No. 82421 was designed to recover the increased \
wage costs described agbove. The witness testified that the balance
of the increase sought herein is to cover increased costs: which cannot
be measured as precisely as the increase in wage costs and for the -
purpose of improving applicants! profits. The witmess stated that the
full 10 percent increase sought herein, if graated, would not provide
operating ratios oxr rates of return for the appl:.cants, as a group,
more favorable than those authorized in Decision No. 78893.

Exhibits C and D to the epplication, prepa_::ed by the witness,
contain income statements for test year operations of applicam:s‘ based
on actual results of operations for fiscal years ending in the spring
or summex of 1973 and adjustments to said data. Separate income st:a.t:e-
meats are shown for operations under Tariffs 19 and 20. o o

Tariff 19 covers seven warechouse locations of, applicants in
Sacramento, Stockton, Lincoln, and Tracy. The ‘composit‘e- pub-lic\‘utility
warchouse revenues, expenses, and net profit for these locations:as
shown in Exhibit C to the application are set forth in Table. i,.
Expenses axe revised to show the effect of wage increases granted to
employees since the last rate increase. Revised revemues reflect an
increase of 10 pexcent. S
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TABI.E 1

Operating Statement Covering
Public Utility Warehouse Operations
In Sacramento Valley Under
Tariff 19
(Actual and Proposed)

- Present Rates Pfesen.t_ Rates Proposed Rates. .
Actual Expenses Revise'd"“‘ enses Revised Mnses

Revenue $1,825,836. $1 825 836 $2,008¢ h20
Expenses 1,722,193 . 1 830 5L6 ,830,5a6
Income Taxes 43,175 20 ,896 o 69 055
Profit (Loss) : -

After Taxes 60,468 (25 606) S 108 819
Rate Base -~ 2, 006 21 2 020,555 2, 028‘ 582
Operating Ratio 96.7% _ 101.4% SRR 9u.69€
Rate of Return 3.0% | : o _(5-4%

The following table dep:.cts sa.m:x.lar data i‘or the six ware-
house locations of appl:.can.ts in San Josc, Sa.n'ca Clara, and San Mart:.n. ,

TA.BLE 2

Operating Statemeat Covering
Public Utility Warechouse Operations
In Santa Clara Valley Under
Tariff 20
(Actual and Proposed)

Present Rates Preéont Rates Proposed Rates .
Actual Expenses Revised E_bg‘genses Rev:.sed E:ggenses :

Revenue - $2,637,914 $2, 637 91L - $2‘,867,71»9‘__‘1_
Expenses 2,5& ,6h9 ' 2 688, L5 2 683 y8L5. .
Income Taxes 33,186 6, 676 65.120:;: o
Profit (Loss) , o RUSERRITLINTS I
After Taxes 56,079 (575 607) 113,78&:3‘-, S
Rate Base 3,494,229 .. - 3,513,177 ' 3 522',917 R TR
Operating Ratio 97.9%6 102;..29& o 96.0% R
Rate of Return 1.64. e . 3-2%) DR

T
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Exhibit C to the application also shows that for the test

years shown therein the composite results of public utility operations o "

of all applicants at the above locatioms would result in an- agg:;ega_te
operating ratio (after taxes) of 97.4 pexcent and a corresponding rate.
of return of 2.1 percent under conditions existing in the latest.
fiscal period for which sctual data are available; an aggre‘gate‘
operating ratio of 101.9 percent giving effect only to increased
expenses; and an aggregate operating ratio of 95.4 percent and rate

of return of 4 percent giving effect to increased expenses a.nd the

- proposed 10 percent increase in rates.

1. Applicants' present rates for their public’ utility cold

ctorage operations became effective July 28, 1971 pursuant to Decision S

No. 78893 in Application No. 52434. ‘
2. Since that time applicants have incurred increases in labolj.
and other operating expenses. The preponderance of the increased
operating expenses are labor costs incurred in June and July of 1973.
Further increases in plant labor costs will become effect:we July 1,
1974 pursuant to labor agreements between applicants and’ thelr
exployees. The level of wages which will become effective July 1,
1974 is not included in the expenses. set forth in the tables in: thc |
foregoing opinion. s A
3.a. The composite public utility operat:.ons of applicants under |
Tariff 19 (Table 1) will result in an operating ratio (a.fter taxes)

of 94.6 percent and a rate of ::eturn of 5. 4 percent under the full 10
pexcent incresse sought.
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b. The composite public utility operations of app11cants under
Tariff 20 (Table 2) will result in an operating ratio (aftexr taxes)
of 96.C percent and a rate of return of 3.2 percent if the full 10
percent increase sought herein is granted. | |

¢. The composite operating ratios and rates of return referred.
to in paragraphs a and b above are less favorable than those autho~
rized to applicants in Decision No. 78893.

d. The operating results which will obtain 1f the full 10 per-
cent increase is granted will not prov1de excessive earnings for
applicants. ‘ ‘

4. The increased rates °ought in the application, as amended
are justified.

Toe Commission concludes that the'appl cation, as amended
should be granted as provided in the order which follows.

FINAL ORDER
ZT IS ORDERED that: .

1. Applicants are authorized to increase the rates and charges -
set forth in the tariffs covered by this application, as amended, by -
the estsblishmeat of a surcharge of 10 percert in lieu of the' 1nterim '
5.5 pexcent surcharge authorized in Decision Nb. 82421. In. pnb mshing
that surcharge the disposition of fracifons rule set forth in pa.a-‘
graph VIII, subparagraph (B) of the application shall be used.

2. Tariff publications authorized to be made as a result of
this oxder shall be filed not earlier than the effective date of this
order and may be made effective not earlier than five davs after the

effective date of this oxder on not less than.five days’ notice to.
the Commission and to the public.
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3. The authority granted herein shall expire unless exexcised
within ninety days after the effective date of this order.

4. The suthority granted by this order 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 this opinion and order consti-
tute a finding of fact of the reasonableness of any particular rate
or charge. The filing of rates and charges pursuant to Chls order
will be construed ss a consent to this condition.

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

Dated at San Francisco , Célifbrnia, this JZ;gvﬁéé;;
day of 1 __APRI -~ 1974, | o -
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