Decision No. KARKS 4AN 16 1979 A R AT

BEFORE THZ PUBLIC UTILITIES COMMISSION CF THE § OF CALIFCRNIA

In the Matter of the Application o
United Parcel Service, Inc., for
authority to increase cerzain of
rates Ior common carrier parcel

Application No. 5&L1L
(Filed Octover 17, 197¢;

delivery service amended December 12, 1978)

QPINICN AND ORDER

By this applicatioﬁ, as amencded, Unitel Psrcel Service,
inc. (UPS) seeks autnority, under Section 45L of tae Public Utilities
Code, tc increase certain of its rates and charges for cormon
carrier parcel delivery service between points in California as
follows: |

A. Amend Item 45 by increasing the cnarges fer
correction of wrong address from 85¢ %o 31.00.

B. Arend Item 80 by increasing the charge for
C.C.D. collection from &5z to $1.00.

C. Amend Item 150-E as follows:

1. Paragrapn (a) by increasing rate per package
fror 77¢ to 8Lg and the rate per pound from
60 5¢ tO 7-053.

2. Paragraph (b) by increasing the rate per
package {rom 77¢ to EL4g and increasing the
rates per pound as follows:

Present Pronosed

Zone 2 7.0¢ . 7.6¢
Zone 2 ‘ 9.0 9.8
Zone L 11.5 12.5

1/ The rates and charges are maintained in United Parcel Service
Local Parcel Tariff 20.
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3. Amend the rule for computing charges o
read as follows:

In computing the charge for an individual
package shipment, fractions of 1/10 or

.1 of a cent or greater will be increased
To the next whole cent.

The original application, filed on Cctober 17, 1976,
proposed rates wnich UPS stated would produce a 13.8 percent
increase over current rates during a test year commencing May 1, 1979.
UPS stated that the rate increase was necessary to offset furitner
increases in wage rates, fringe benefits, and nonmpayroll expenses
wnich would be experienced upon signing of & new labor agreement
covering its Teamster employees in California and which increasec
costs are not reflected in UPS's present parcel rates. UPS expected
its costs to increase in two increments, first, on November 1, 1972,
when its Southern California wage rate would increase to tae level
of the wage rate in effect in Nortahern Californis on that date and,
second, on May 1, 1979, when it anticipated that its statewide
wage rates and retirement contributions would increase pursuant o
a2 new agreement covering all of UPS's Teamster employees in this
State. ' -

Subsequent to the original filing, UPS met with the
Commission staff and discussed its rate increase request in relation
to the President's anti-inflation program as announced in his white
paper dated Qctober 24, 1976. On December 13, 1978, UPS amended
its application and proposed increases which are in conformance
with the President's guidelines. The application, as amended,
alleged that the revised rates will produce an annual increase in
revenue of 8.6 percent.
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Zxnibits attached to the applicationsas amenced, show
results of operations under the r-vised rate proposal. They
demonstrate that tne projposal compiies rully with the
Presidential guidelines and that the operating results will be:
substantially less faverable for UPS thon results approved by the
Commission in pasz UPS rate increase proceedings.

cvenue per pacxage)
was $1.281 curing the last guarter of 1975 and 31 5 27 during the laszt
quarter of 1977, which is an average annual rate of cnange ef 9.18
percent and that uncer Scetion 705A-1 of the guidelines an increase
£ £.68 percent in the program=ycar rate of price change would
atisfy the price deceleration standard. UPS further states that

UPS states that its gverage price (r

its average price during the dase quarter ending September 30, 1978

was $1.697 and that under the revised rate increase propocal the
average price during the last guarter of the program year (the
quarter encing Seotember 30, 1979) will : l 2L3.
Inis represents a program-year rate oI price change of &. 6
percentrwnich is below the 8.68 nerc-,u permitted under the guide~
lines.
of UPS's
encing
increase proposal.
Jected *esul ts, it
visions of the Revenue

pProgram year

UPS declares that its operati e conducted at a subdbstantial

K
e
loss during the program year u 55 & » increase is authorized

/
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UPS states tnat the revenue increase would produce'an
operating ratio of 97.82 percent before tax on the 1977 base year
volume, and that with an estimated increase in volume handled
during the program year ended September 20, 1979, the operating
results would improve sligntly to a before tax operating ratio of
97.75 percent. This is a considerably lower operating ratio
than this Commission has anproved for UPS in prior rate increase
application proceedings. .

The amended application shows that under the reduced
rate ingrease proposal UPS's rate of return on rate base during
tne program year would be 5.26 percent, 3gain lower than has
been approved for it in past rate increase proceecings. UPS
is to be cormended for its voluntary compliance with the
President's anti-inflation orogram.

The Commission staff has reviewed the application, as
amended, and the exhibits appended thereto and recormends that tae
increases be granted. ’ |

Copies of the application and amendment thereto were
furnished to the Californis Trucking Association, California
Manufacturers Assoclation, California Retailers Association, Sears,
Roebuck & Co., Duracell Products Corpany, Sunset douse, J. (. Fenney
Company, Inc., Western Traffic Conference, and various cities’
chambers of commerce. The application and amendment were listed on
the Commission's Daily Calendars of October 18, 1972 and
December 1L, 1978, respectively. No protest to the granting ol tne
application, as amended, has peen received.
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n the circumstances, the Commission fincs that the

increases resulting {rom the proposal herein are justified. A
puolic hearing is not necessary. The lommission ¢cneludes that the
application, as amended, should de granted. In view of the neced for
immediate rate relael the elfective date of the order should be vhe
date of issuance.
T 1S ORDERED that:

1. United Parcel Service, Inc. (UPS) is authorized to
establish the increases as proposed in this application, as
amended.

2. : 3 lons authorized : as a resuly
of the order herein may be made : : earlier than five
days after the effective date nereol, on not less than five days'
notice o U mmission and to the public.

3. The ¢ : nerein shall expire unless
exercised withirs 5 afee ne date hereof. '

L. uthorized %o increase taeir rates
to the level authorized UPS in Ordering Paragrapn 1 herecl. Comzton
carriers maintaining rates under outstanding authorizatiozns permitiing V4
the alternative use 0f common carrier rates and parcel delivery rates
comparable to the rates maintained by UPS, but ovherwise less than
the minimum rates establisined by the Commission applicable therevo,
are directed %o increase such rates W ihe level of the rates
authorized in Crdering Paragraph 1 hereof. Tarifl 3ub’1ca*zong v
authorized and recuircd to de made by common carriers as a result
of this ordering paragrash may be macde effective not earlier Than
the effective date of the tarifs publications authorized dy
Ordering Paragrapn 2, on not less than five days’ notice %0 the
Commission and to the public, and shall be mace effective no%t later
than thirty days after the effcctive date of the tariff publications
made pursuant to the authority granted in Ordering Paragraph 1.

D
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5. Common carriers, in establiskhing and maintaining tae
rates authorized hereinabove, are hereby authorized to depart from
the provisions of Section 460 of the Public Utilities Code to
the extent necessary to adjust long- andé short-haul departures now
maintained under outstanding authorizations; such outstanding
autnorizations are hereby modified only t¢ tane extent necessary
to comply with this order; and schedules containing tae rates
published under this authority shall make reference to tae prior
erders authorizing the long- and short~haul departures and ¢
this order.

The effective date of this order is the date hereof.
Dated at Ben. Francscd , California, this _//h
day of JANUARY ., 1975. T




