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Decision No. 4.8591. 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF C..oLlFORN'IA 

!..."l the Matter of the Application, of ) 
Un1 ted P arcol Service ot Los Angeles,) 
L"lc. tor &~thor1ty to establish. ) Ppp11c£l.t10n No. 34D58 
certain 1ncreaso~ ratos ~plicable to) 
wholesG.le servico wi thin South.ern ) 
California only. ) 

A';:)po8l"arlces 

Preston ~~." Davis- end riogel'" 1. R3lnsey, tor 3.pplics.."lt. 

Grant 1. M:a1qu1st tor Transportation :Oi vision" 
irig~"loering Section, Public Utilities 
Commission ot the State of California.. 

o PIN ION .... _-- ....... -

United Parcel Service, for.morly United Parcel Service or 
Los Angeles, Inc." is engaged among other things in the transporta.tion 

. 
ot prop~rty as a highway common carrier. By this application it seeks 

authority under Sections 454 and 491 ot the Public Utilities Code to 

establish certain increasod rates on less than statutory notice~ 

A pub11c hearing was held before Examiner ~rysnt at _ 
-, 

Los Angeles on March 24" 195.3. The matter is roady for dec~:sion. 

Applicant pertor.ms vl3.l"'ious trm'lsportat10n service:s as 4 

highway common carrier, a. highWay :permi't c9.r'r!.er" and a city carrier. 

Th.e rates h~rein involved t.rro those tor!. ts highWay COIl"Jnon carrier 

"wholesale" operation wi th.in ,southern Co.l1fo:-n1a. , 

Thie service covers 

the trs.."lsporta.tion of parcels tor wholesalers, manut'acturer::., job'ber~ 

~~ci co~erc1al d1stributors trom ~os Angelos, ~ong Beach ~d Pas adona 

'to points in the area bounded gonerally by Santa Bar'o3ra, SM Bernar

dino Md SM Diego.. 'nle propoood ra.te adjustment has no rela.tion 

to a.pplicant's services pertormod for retail storos". nor to services 
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" 

rocently inaugurated between 10s Angeles end the San Francisco Bay 
" 

ares. and locally in tho San l"rsnc1sco Bay s.re.o.under authority of 
, , 

Decision No. 47716 da.ted September 16" 19$2, in App11c£l.tion No.33086 • 
. i • • I 

For the "wholesale" servl.CO herein involved the preslJnt 

basic chargo is 16 cent.::: por package, plus 1-3i4' c~nts per pound • 
•• , ... ! 

Th.e proposed. rate is 16 cents. per package, plus. 2 cents. per pound. 

In addition" applicant would increase its charge tor effecting C.O.D. 

collections trom 15 cents per ~OO or traction thereot, to 20 cents 

per $lOO or traction thereot. 

"Applicant alleges that 3ince February,2$, 19S1 when the 
,",' I 

present ra.tes were established it h.a.s been sub jec'ced to vs.r1ous 

substantial'increasos in min~um wage rates, in costs of'materials 

and. supplies, in occupancy expense" and 1n other 1 terns boyond 1 ts 

control. It asserts that the sought rate adjus~ents,are necessary 
, .. ' ," 

to parmi t a compensatory operation in view of those increases, 'and 

that the rosulting rates will be reasona"Clo in relation to the cost . ,'-' , 

ot pertor.mL~g the service snd in comparieo::'l to tho ra.tes ot oth.,r 

agencies of transportation. 

Evidence in support of the eought. authority was o rt'l!J'rerJ. by 

a~plicantT s vice president and by its treasurer. The vico presic.ent 

undertook to show'by means of rato tables and othor data that the 

, sought rates are reasonable bj comparison (1) with the present pareel-. 
, " 

post ,rate.:::, (2) vdth the rate~ estab11shed by the Commission as 

minim'Um for trsn~porta.tion wi thin the drayage areas ot' the 
• , , t .... 

Sa.."'l'Fr.llncisco Ba:y region and Los Angeles, and (3) with the min1mum 

charges established by the Commission tor transportation or general 

cornmod1 ties under Highway' Carriers T TFJI"itt No.2. The treasurer sub

mitted income anrJ. expe~se statements Gad other operating data tor the 

purpose of showing tha.t the proposed ratec are justifiod trom tho 
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standpoint ot the operating results which they would produce. No 

other witneszes testitied. No one opposed the" granting ot the 

appli cation. 

'!.he record shows, as applicant contends, that the proposod 

rates are lower in substantially all cases than the present. parcel-

post rates, and that a.pplicant' s service is somewhat mor~ complete .. 

It shows that the proposed rates are the slJllle as have 'been estab-' 

lished by the Commission as min1m\.lm tor transportation within the" 

San Francisco and East Bay drayage area.s, and slightly higher'ths.'l 

the current minimum. in the 100$ Pngeles drayage area. A co:nparison 

Wi th the established minin:um charges tor genoral truck transportation 

shows that in the case, of any single package moving as a complete 

$.."'Upment applie:m.t's proposed ratos ax"e lowor than the truck charges 

for all packages under 35 pounds in weight. ~plicant' s vice presi

dent pointed out that the corresponding /foreak point", undor hi~r .,: ' 

company's present rates, is at 40 pou.."'lds. He s.aid: that 'the""applicant 

considers the normal point to be ,,-bout 35 or 36 pounds~' , . i'his w1'tness 

declared that whenever it becomes higher his company receives an 

abnormal percentage of heavier packages tor which it's parcel service: 

~e not designed. The sought. rate increase:, he said, would restore 

a normal relationship between the rates of his company' and the 

::nini:r.um charges of highway earriers, gener-ally. 

~e treasurer submitted n spocific analysis of the cost 
, 

of handling the collection and re::i ttanco or C.O.D. bills on whole-

cale deliveries. According to this exhibit the full cost per C.O.D. 

colleetion is 17.62 cents. The package transportation eosts wore not 

est~~ted, except as they might be rorleeted in tho income and 

expense ctat~ents. 
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APplicant's operating experience tor the year ended with 
" . 

October 31, 1952, as reported by tho treasurer, is summarized in the. 

following table: 

Table 1 

Income and Expense Stat~~t 
(1\'1elvo Months Ended Oetober}3;" 19$2) 

, ) . .' 
Wbolesalo Sy::tem' 

°Eeration (1) O;Eerations 

Delivery Income $2,438,858 ~7 ,208,989 
Exponses 2 t l16.,278 . 6t.877t.7~ 

Operating Income ~ 321,880 $ 331 .. 2W-
Ineoc.e Taxes 161~878 ", 166~ 7l:b2 

, 
I~ at. Inco:e $ 160,,002 ~ 164,1$6 

O~era.ti:lg Entio, ( 2) 93.4% 97 .. 7% 

Rate Base -:-r $.l, 452, 742· 
Rate of Return ( 2) * 11' .. 3% 

(1) Includes intracity wholesale deliveries. 
(2) Mter ~rovision tor income taxes.' 

* Not developed. 

A wage adjustment which becone effective on November 1,19.$2, 

1.l.."'lder terms of oS. negotiated agroement, increased applicant's operating 

e~enses substan ti ally. '!he treacurer estimatod that the o.ddi tional . . 
wage expenoe tor tho southern California wholesale operation Vlould be 

. 1 
~8,894 tor the year. He testified that there had been increases L"'l 

other i toms ot operating expen:::e also, including ottice :::ala.rie3, 

gAsoline and var1ou", ma.terialc and su~p1ios, but ~aid tha.t th.e dollar 

~ounts could not be readily doter.mined. . ' 

" J 

r 
A?p11eant did not develop the additional wage ex:;>ense tor its 

operations .0.3 3. whole. . , , 
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The additional revenue which the tre~l.~urer ant1e1pat~d from 

th.e sought rate inereases was estimated. as tollows: 

Transport ation 
C .. O .. D. I " ~,' 

Total Additional Rovenue 

Por the purpose of the foregoing rev~~ue estimate the witnoss 

assumed that the proposod higher ra.tes would be eollee.ted. from th~ 

wholosale p o.trons for in trac1 ty :;orvico as well as for the longer 

movements,,:. The assumption is ~ a~cord.Mee with. a;;>p11 c ant , 3 inten

tion. The treasurer statod, however, that .rate competition trom 

other carriers might depre~s the intracity revenue somewhat below 
2 

the estimated figure. 

~e estimated opero.ting results for the'future Year, as 

developed from. the exhibits su"omitted by spplican:t" are :Ulown in. 

the following table; 

Table 2 

EstiQated Operating rtesults For the ~\lture Year 
(vv.no1esole Operation (1» 

Deli very Income 
Expenses 

Operating Income 
Income T'SXes 

Net Income 

Under 
Present Rates 

$2,438,858 
2,215,873 

$ 222,,985 
110,4$2' 

Under 
Pro;eo'secl: Rates 

,~2, 625,578 
~218't4~7 

:;p 407,121 
206,20~ 

:;., 112 .. 533 

95.4% 
~ 200,918 .......... 

2 

Operating ~at10 (2) ,I' 

Rate Ba.se 

Ra.t" or Return 

-'. 

;1 
I , . '~, , 

I. 

(1) Including intracity wholesue deliverios. 
:ns.do tor the system opors.t1ons .. 

(2) After provision tor income taxes. 

* Not developed. 

No 

92.4% . ~ , 
, . "'-" .. " 

'" 

* .. , . 
~,:. 

forecast wa~ 

Applicant con:1d.er'S that the intracity sorvices are not governed 
by its published tar1tt. 

-~ 
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A:J may be seen from the figures set forth in Table 1 for 

the Ye3rended October 31, 1952, ~plicant derived about one-third or 
. . "'''; . 

it::: over-all revenue tram its southem California wholesale opera-. . 

'Cion. The table discloses also that the wholesale servicos were 

:-elati vely more remunerati Vo than the remainder. Applicsn t' s 
1 

proposal herein would increase the who.lesale revenUes by ~86" 719, 

or ~prox1matoly 7.6 percent. The company made no forecast of the 
" , , 

over-all opera.ting re'sults. 'i'ho sn tic1p o.ted re.::;ul ts from tho whole-

sale o:peration alone are as set fo::oth in Table 2. It will be 

observed that rate base data. are lacking. It is applicant's position 

that such data csnnot feasibly be·supplied tor the wholesale bUsiness ... 
alone because the operating proporti.,s are used jOintly 1n the 

several operations without allocation. The vice px-esident argued 

that the rate of return is not a wholly sat1sfa.ctory measure of the 

~arn1ng req,uire:nents or this company becauiJo ot the high r1eks. in tho 

cU3iness,the t$.ct that the company is owned by its employees,. and 
/ 

• ,I 

other factors. 

'l'b.is Commis.:ion will measure the re~.onllbl~ess of utility 

earnings from .allot the evidence availa.ble to 1 t. The da.ta sub-

=~tted by applicant, as s~~srizod in Tablo 2,do not constitute a 

clear showing that the revenues trom tho pre~ent rates are insutt1-

c1ent or that those which would result ~rom the propose~ ra.tes would 
, , , .' ' ... 

be reasona.ble. Aside trom the que$t1on of revenue needs", applicant 
l, '" ' 

relied upon comparison or the proposed ratos with those established 

tor, or a:se.::ed by, tho po:tal services and other for~hire csrriers 

for tr~sportation pertor.mod under variou~ conditions. Such ,compari

sons do not establish the tact that a proposed rate ,increaoe is 

justified. 

Upon careful consideration ot allot tno facts and c1x-cum

stances of record, it is concluded that the United Parcel So~v1ee has 
" 
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not shown that the rate increases whieh it propo~ed 1n this proceeding 

pare justified. The app11c'at1011 will be denied. 

o R D E R - ... - .... --

pUblic hearing hav1ng been held in the above-ent1 tled. 

proceod.1ng, the evidence having 'been tully con~1dered and good' C4u:se 

" , .. ' , 

IT IS HZRF.BY ORDERED that the a'oove-ent1 tled. application 

be and it is hereby denied. 

1'his order- shall become errect1 ve twenty days attor the 

date hereof. 

Dated at San FranciSCO, California, this 


