Pecision No. ~PHEEHS

BEFORE TEE RATIROAD COMMISSION OF THE STATZ OF CALIFORNIA

In the matter of the investigation on +the
Comissionts owr motion into the rates,
rules, regulations, contrects, schedules,
practices, operations, and service, or any
of them, of TUNITED PARCEL SERVICE OF LOS
ANGEIES, INC.,.a corporation, opereting =
common carrier trensportation service by
euto truck dDetween points in Californisa.

Fred G. Athearn =2nd Douglas Brookman,
Tor Respondent.

Phil Jacobson, appearizg Iz his own dehalf
.as Interesved Party.

E. i. L. wolch, for Louis X. Goodnan
- Deldvery Service,.Interested Paxriy.

Yallace X. Downey, i’oi- Motor Freight
Termizel Compeny, Interested Party.

Frenk P. Doherty and Tm. R. Gellagher,

for 20th Centwxy Delivery Sexrvice, Inc.,
Interested Party.

ZY THE COMMISSION.
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The abdove proceeding 1s an Iinvestigetion upon the Con-
zissionts owm motion into the retes, rules, reguletions, cor_:-
tracts, schedules, practices, operations and sexvice, or &ny
of them, o the United Parcel Sexrvice of Los Angeles, Ixc.

Public heerings on this inmvestigation were conducted by
Ixemizer Xemnedy &t Los Axgeles and the mtter, having been
duly «-ubmitted is now reedy Tor decision.

Urited Parcel Sexrvice of Los Angeles, Inc., & publlc
utility, ope;'a%es & plck-up and delivery service of parcels
for the general wholesesle and retail trade of Southern Cali-
Zorniz. The operafionsor this cerrier extend to Sarx Diego




on the scuth, Santa Barbera on the north, Redlands on the east

and beech cities on ﬁhe west.

The Tnlited Pexcel Service, Wholesale Division, an 2lleged
;on-pubiic ﬁxility: performs ell of the pick;up arnd the dellivery
service in the downtomn ares of Los Angeles for the TUnited Percel
Service of Los Angeles, Tme. These two compenies ere controlled by
the same holding compeny, United Percel Service of imesice, Ine. In
view of the fact that these two local compenies operate & coordineted
business wnder certain agreexents which, emong other things, pre-
seribe ratec which the utility shell pay the non—utiliﬁy'company
for performing a portion of the service in nmakirg & delivery of
parcels picked up Iin the domntomn section of Los Angeles, 1t was
concludod thet the best mothod of testing the Teescnableness of the
rates o the utility company was to consider the operatiqne of the
two companieé &s a single orgenizetion. Respondent offered 2o ob-~
Jection to this plan and made avaiiable 2ll the records of both
companies.

e rate base end results of operation for the United Parcel
Service of Los ingeles, Iac., ané United Parcel Service, Wholesale
Division, for the years 1931 end 1932, as shown by Commission's

-

Exhidits Nos 12 2ud 14, are &s Zollows: ‘
RATZ BASE $ S01,448.00 $494.,395.
OPERATING REVENUE $1,019,358.04  $778,450.

OPERATING ZXFPENSES ‘ ’

Auntomoblile Expense

Drivers, Helpers & Messergers,
Cther Delivery Expense
Inside.Salarles,

Occuwpancy Expense

Inside & Goneral Expense
Federsal .Tax™ .

A1l Qther Tax ‘
' ' ’ Svb~totel

(1) Tremsportation Tax
(2) Yenegement Expeonse

Total,

$232,099.10
327, 420,13
40.142.01

93,125.19

55,313.91
86,309..20

3,995.17

$183,674.
~249,612.
23,557,
75,916.
52.533.
7,440

2838,004.7L -

- 11,63L.22
109,784.66

4, 4,84.‘
3669,216.

g,090.
62732,

4959,420.59

$746,038.




1831 2932*

OPERATING INCOME $59,937.45 $32,412.
OTEER GAINS ~° _ " 7,320.49 ' 1,678.
CTEER LOSSES 2,982.41 3e9.
NET PROFIT OR LOSS 64,275.53 33,701-
RATE OF RETURN" 12.82% 6.82%

sstimated £or tho months o*‘Wovember and Dccembe*

Previous to Jume 30, 1932, 1t wes the practice to bdase the
state transportatioﬁ tax upon éo per cent of the Inter-city gross
revenue of the United Parcel Service of Los Angeles, Inc. The
stete tex 1s based upon 5 per cent of the gross eernings from
vtility operations. There is now pending sex litigetion iz the
Celiforniz Supremes Cou&t which is the outgrowtk of & CGemexnd upon
this utility by the State of Celiforaia to pay & transportetion
tax on 1its entire revenue, izcluding both irter~- aud intra-city
busfness. I the State's positiorn 1s supported iz this litigetion,
1t will result in increasing the carrier's tremsportation texes for 1932

from §8,090 to $39,754. TWith the existing meragement fee, this

increase in stete tax would reduce the rete of retwrn to 3.6L per

cent for 1932. |

It should bé pointed out thet the rate of return of 12.32
per cent for 1931 and 6.82 per cent for 1932, shown abovp,'are
baged wpor the company's plen of msnegement Tee ond taxes. This
utility, like other subsillary compenles of the holding compeny,
pays %o the Tnlited Pa:coi Service of Americe, Inc., parent compeny,
& meregement fee based upoﬁ 4% per ceht_or the'gross revenue plus
one~h2lf of the met profits. As shown zbove, the managembnt fees,
peld Dy the two companies opersting im Los ingeles, emounted %o
$109,785 1n 1931 end will emowmt to $68,732 ix 1932 wnder the
jresent.plan o operation axnd employing the utility’s method of cor-
puting state taxes. The Commlssion cannot suhscriﬂe to the pay-

ment of such large sums Lor managemegt fees, as the record does not
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werrent the conclusion thet the utility receives sexvice thet

justifies such arnual expencitures.

‘axnivits 12 and 14 also show the results of studles of &il-
ferent methods of computing manageﬁent Tee based upon various per-
centages of gross revenue, together with taxetion under ihe pian
thet hes been in use previous to June, 1932, and also the plan urged -
by'the State. The rate o return upor the wtility propexty under
theose verious methods for 1932 renge from 3.6 pex cent to 8.8 per‘cent.

Recspondent operates wader a texiil which, in meny respectis,
is impossidle of interpretation. It £s composed of Sectlions nwm-
bered 1 t0 6 1nclusi§e. Sectionsl to 5 conteir the rules by which
1t 1s goverzed; Section 6 &efines ithe territory served; the remelin-
ing Sections 2, 3 and 4 contain the Tete basis.

Section 2 Ls subdivided into parts (a), (b) and (¢). Tkese
perts are preceded by the phrase "Except as otherwise provided." 2y
glving effect to thls phraée sub-sections (b) and (¢) could not de
used for the reason thet rates are'p:ovide& i parégéayh (a), which
1s uprestricted as to kind, size or destimation of packagé{‘ But
nelther could perzgraph (a) de used in connection with articlés fox
whick retes are providedﬂiﬁ peregreshs (b) or (¢) Zor the same reasom.
45 a practical matter; pexragreph (a) Ls'uéed péiﬁarilylin ¢connection
with deliveries to points outside the City of Los ﬁnggles, (b} to
points within the City, while (¢) Is seldom employed &t el%. The
use of these proviéions ic surthermore confized o wholesale éhippers,
while Soctions 3 and & ere extended excluslvely %o retallers. There
is nothing in the tariff, however, restricting the use ol those
various provisions Iz suck & meanuer. Yo minimum is obsexved in
applying peregreph (&) rates on shipuents delivered o respondentTs
place of business,'sué pick-up sexvice 15 no* pexTormeld unless & ’
weekly minimwn provided fox in e 6, Section 1, 1s meinteined.

This rule, however, does no% p:dvide e minimum in instances wiere
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reguler deily plck-up service is mot reguested, nor does the rato
section make excenticrn to Rule 1, Section 1, wﬁieh reads, “excert as
otherwise provided, rates 1nc1ude store door receipt and délivery."

Section 3 contains retes ver packege sud Lis dependent upon i
weekly minime gueranteed for a pexiod of at least one year. It ap~
pllies only to commodlties specified provided the merchant formards
all such commodities vie respéondenx’s line. Clesztfication 4s
mede according Yo whet & merchent or&inarily chips, and dall o2 &
merchanti®s shipments are givern the seme rTate. The ¢lassificetion,
however,'is confusing and embiguous. |

Section 4 mames specific rates per packege plus one cent pexr
pound on various afticles including "merchandise of departzent store .
end other stores selling diversified limes of merchendise whickh
vecause of widely varylng welghts exd sizes mey not be readlly
classified.” These retes are 2lso dased on woekly ninimea guaranteed‘
fors perxiod of &t least ome year, and may be uwsed orly If all the
comxodities on waleh the rate appllies are forwerded vie respondent’s
lire, ‘

Zxcepv for scavvered shipments which cre drought to Ltz place

of business, respondent’s transportatiorn sexvices ere perlorzed

vnder contracts with ovér 600 shippexrs. Two of these contracts are -

verbal; the others are execuved ox nine affferent forms. This aumbor
by rprms could well be reduced, arnd respondent has indicateld &
willlizngness tb do c=o.

All of the contracts contaln provisions nov set forth Iin
respondentts teriff Liled with the Commiszsion. lmonz tﬁem are
rules providing that 12 an uncollected C.0.D. shipment is not re-
ported within ffteen days, the right to 2old respondent responsible
i1c assunmed to have beam welived; that in the event of abvsencee of
customer vhen delivery is attemted, 2 second and, 1L necessary,

third ettenpt will be made without additional charge; that packages
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retused will be roturned without addltlonal charge, and that incor-
rect address will, 12 possidble, be corrected gnd delivery ﬁgcin at-
tempted end reguler cherge mede therefoX. Those c¢ontracts executed
on %the Torms ©f the Wholesale Coxpany :u:theémore show ?adical de-
pariures from the esteblished tariff. The contracts of the Los
Angeles Compeny, Qu *the other hand, ezcebt iz the respects juét~noted,
adXere closely to respondeat's 1nterpretation of the tarifl and show
no willful disregexd thereor:‘ |
Although there is no toriss provision for using exny other
then carrierts sctual welghts, such welghts are seldon obted ned.
In substaﬁti&lly 211 eases, respondent either acceptis the shippex’s
ﬁeighx or uses en estineted average. -
Sections2(b), 5 and 4 are depexdent upon the proportion of
{ts shipments e merchant gives to the carrier. This clearly &is-
criminates ageinst merchents who Jor any reasnd £ind it more
expellent to deliver & s bstantisal portion of their packages or

forwerd them~via other carriers. Thile we see no objectlion to the

gradation o rates eccording to <he volume transported, we dellieve

1t to be an wajust discriminstion to make rates dependent upon the
relation the articles sorwarded via one carriex bear to the total
e merchent hes for shipment.

Respondent should immedistely reissue its taxriff in 2 manner
that will remove ali doubt es to its application, eliminaﬂ}the dis-
erimination Rereinmbofore referzed to, and esteblish a definite
method of ascertalning ﬁeights 4p imstences where it does noOT
actually weight the shipments. The forms of the contracts to de
use@ should be reproduced in the sarifs gnd all the provisions there~
of fully set forth. |

The wvorbal cotkracts, neretorore referred 1o, Should be‘gxecuted
in written form in accordence with ome of the new contrect forms

+o be adopted.




Respondent should rile a2 additional rate for an on=-call
service and has indicated i1te willirgness to 4O sO. It also ap~
pears thet the public would be better served IT additional ste~

tions were egtebliched in the downlown &Tea ot 1os Angeles where

shippers ey leeve their pexcels for delivery, ﬁithout extra

cherge or the payment of & guararteed minimum exownt.

The Tecord shows that prioT to May 16, 1932, respondent
accepted parcels brought to 1% by certain traasportation compa~—
nies,l sor delivery in the verxitory outside of the City of I1os
Angeles, and thel on and after that date respondent refused O
accept axd delivexr percels drought o 1t Dy such comparies. These
compenies were engaged pripaxily in ax intra-city dusiness, ot
1p omder to successfully conduet the intra~city dusiness Lo the
merchents of Ios Angeles 1t w&s necessary in some instences to
sxrange for the pandling of thelx customers' shipments gestined
o points beyond the city lLimits. Respandent contends tkat these
companies wexre operating 1llegelly, they bhaving oo certiticate of
public conveniexce emd mocessity to transport shipmsmts by truck
deyond the ¢city 11wits, nor &ild they have ta:-iffs. on. <ile with
+he Cormission 4L they were operating &8s exXpress corporations
within the mesning of Section 2(k) of tre Public Utilitles Act.
Respondent metused %0 &ccept the shipments on the theory that
1t would be liadle Lor th.e penalties. provided In the Afu.to Truck
Pransportation-Act apd the Pudblic Uvilitles Act for miding and
abvetiing ax {legal opexation.

The methol of operation of some of ths companies

x The expr&ssiol rgmansportation companies” is not wsed in the
limited sense OF s "transpoztation corpany™ as detined in the
wigto TRUck Pransportation Act.™ .




neretofore referred to, 1in so faxr as it favolves the meking
of shipments over respondent®s limes, leads to the conclusion thet
vhey may have beex acting as express corporations within the meen—
ing of Section 2(k) ,a and as such should have £iled tbair” tarills
with the comissioﬁ.s However, there may have been some Justifi~
able doubt in their minds, axéd the record does ROt show cleexly
4in esch instance, as to whether they were acting as express COrT=
' porations or as ageats for shippers 1n torwarding shipments viz
United Percel Service. The Decord discloses that the Wholesale
pivision, beretofore refexred to, was Deking shipments Over e
Tipe of respondent im stbstentlielly the samo IUNEr as SO of
the other coxpenies mentioned without having £ileld a tarifZ.
Respondent, &s & common carrier, 1s vader the duty of
accepting axé transporiing parcels tendered to 1t at 1ts tarilf
rates and under its rules and regulations as 24led with the Couz-
wission, whether such shipments aTe mede 4o the mzme Of or tex—
dered by an individual shipper, by an agext for suck shipper, OF
Yy one lawfully acting &s 2n wexpress corporation” within the
meeming of Section 2(k) of the Public Ttilitles Act. TUhether a
particular express cérpomtior. or corporations should be sfrord=
ed other then texiff rates, or d¢ accorded special facilities In

2 2 ne T. E. Frost & Co., 51 C.R.C. 668, this Commission hell
thet whetser & Tail car—ier performs Service for &r express Cor-
poration under contrect or &t the regulax tarift Tates is not
material to the determination of the status of the latler e
Section 2(k).

S see Tnited Dercel Service Ts. 20tn Century Deliv Service,
Tne., Decision NoO. 8574 (october T, 19%Z) i case No. B298.
Z5th Century Delivery Service, Inc., ead Touis Goodman ("Goodman
Delivery Compeny™) bave since s5led express teriffs covering
cervice to points beyond Los Angeles dut over he lines o com~
wop carriers otlher than respondent.




the handling of its shipments is s mtier of contract delween
rospondent and %the express corporsiiom. Any such contract or
contracts which respondent may eater ixto should be filed with
the Commission.

Tn any event, the record shows that respondent, prior
to May 16, 1932, held itself out %o t:mpoi-t parcels tendered
to it Dy other transportation companies refer-ed o herein, They
m~olied upon this holding out of respondent to pexiorm sarvice 1o
points beyond tie city limits and built their business accordingly.
Tnless they are successtul in obtaining & certificate of public
converience and necessity to perform themselves the sa&vice here~-
tofore performed by respondent their dusiness woulld suflexr nater—
ially.

We conclude that 1t i1z the duty of respondent To con~=
tinue to eccept peckages Lrom carriers who now 201y coxply with
all legal requirements pertainizg o thelx method of conductizg
business. However, where the handling of skipments of these lo-
cal companies operating under &n express tarif? is not covered
by & contrect between themselves anc the respondent on file witk
the Commission, the respondext should and worli have the aunthor-
1ty to estedblisk and Zile an appropriate and reasonable rle Or
regulatior as & part of its texiil, insuring the proper rexit-
tence and accomting for C.C.D. collections mede By the respondent
ror the accownt of such othex: compaxies.

After carefully considering all of the evidence in this
proceeding, 1t Is coneluded that with the cerrying out of the cheanges

referreld %o above, which mey slightly decrease respondentts net -




income, the Commission cenxot reasdlably oxder a reduction In
retes wader present operating coxditicms, even though it reduces
the allowarzce for maragement fee to a point which would be con-
sidered ressonsble, themefore, the orler will yrescribe only
those changes t0 which reference iz xede above.

The above entitled case baving been instituted on the
Ccomissionts own motion, pudblic hearings having been held and the
commission being duly apprized of tke facts,

I7 IS EEREBY ORDERED thet respondent, Tnited Percel Serv-
1ce of Los Angeles, Inc., be e3d it is hereby directed To Tile with
the comissiom, within t2irty (30) days from the elfective date of
this onder, a new tariff embodying the chenges outlined In the foxe-
going opiniom, whlch tarilf skall be subject to approvel dy ihe Cox-
wission and shall in 1o case contair increases over the rates now
on Tile, wmless specific authoxity Is previously oblairel.

Tp TS TERESY FURTEER (RDIRED thet Tnited Parcel Service
of Tos ingeles, Inc., receive end transport pazcels tendexel it by
carriers opereting in complience with the law goverming thelir Op-
eratiors and which meet with tke requirexents of respondent’s rules
and regulations on file or waick may be filed witk the comrd 55405

The effective date of this oxder shall de twenty (20}

days from ané afier the date hereof. _
Deted at Ss Frenclsco, California, thils _ /4 ﬁ: cay
of Jenuary, 193%. |
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