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Decision No. 89889 :4IAH 16 1919· 

BEFORE THZ PUELIC UTILITIES CO!~.zISS!OK OF THE STATE OF CAL:FORN!A 

In ~he Y~tter of the Application of ) 
United Parcel Service, Inc., for ) 
authority to increase cer-~in of its ) 
rates for common carrier ~rcel ) 
delivery service. •. ) 

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

Application No. 58414 
(Filed October 17, 1978; 

amended December 1;, 1978) 

OPINION AND ORDER 

By this application, as amended, United Parcel Service, 
Znc. (UPS) seeks autnority, under Section 454 of ~~e Public Utilities 
Code, te increase certain of its rates and charges for common 
carrier ~rcel delivery service between points in Californi:l as 
follows:~ I 

A. Amend Item 45 br increaSing the cnarges for 
correction of wrong address fro~ 8$¢ to Sl.00. 

B. Au.end Item $0 oy increas~ng tne charge for 
C.O.D. collection fro~ 8$¢ to Sl.OO. 

C. Amend Item lSO-Bas follows: 
1. Paragraph (a) by increasing rate per package 

fror:. 77'1, to 84¢ and 'the rate per pound. fronl 
6.5¢ to 7.0'1,. 

2. Paragraph (0) by increaSing the rate per 
package fro~ 77¢ to 84¢ and increasing 'the 
rates per pound as follows: 

Present. Pro '20 s.ee 

Zone 2 7.0¢ 7.6¢ 
Zone 3 9.0 9.8 
Zone 4 11.5 12.5 
Zone 5 14.0 15·3 

~ 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 to 
read as follows: 

!n computing ~he charge for an individual 
package shipmen~, fractions of 1/10 or 
.1 of a cent or greater will be increasec 
to the next whole cen~. 

The original application, filed on Oc~ober 17, 19i5, 
proposed rates which UpS sta~ed would produce a 13.8 percent 
increase over current rates d~ing a ~es~ year commencir.g Y~y 1, 1979. 
UPS stated that the rate increase was necessary to offset furtner 
increases in wage rates, fringe benefits, and nonpayroll expenses 
which would be experienced upon signing of a new labor agreeuJer~t. 
covering its Teamster employees in California and whicnincreasec 
costs are not reflected in UPS·spresent parcel rates. UPS expected 
its costs to increase in two increments, first, on November 1, 1978, 
when its Southern California wage rate would increase to t~e level 
of the wage rate in effect in Northern California on that date anci, 
second, on Nay 1, 1979, when it anticipated that its s~at.ewide 
wage rates and retirement contributions ~u1d increase pursuant to 
a new agreement cover~~g all of UpS·s Teamster employees in this 
State. 

Subse~uent to ~he original £iling p UPS met with the 
Comrr.ission stafr and disc~ssed its rate increase request L~ relation 
to the President'S anti-in!lation program as a~~ounced L~ his wnite 
paper dated. Oc~ober 24, 1975.. On December 13, 1978, tl'?S amend.ed 
its applica~ion and proposed L~creases which are in conformance 
with the President's guidelines. T.ne a'O-plication. as ar.ended. 
alleged that the revised rates will produce an ar~ual increase in 
revenue of 8.6 percent. 
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T~-26 
1/16/79 

Exhibit~ att~ched to the a~~lic~~ionfas ~rr.e~d~~, z~ow . .. 
results of operations undc~ the revi~cd ~~~c ?~o?osal. They 
d 

' . .. .' • v • ~mon:::;':.rot.e that t.ne pror.iOZ':c •. CO:T.l='J.l.CZ ll,;.Uy· .... lt..~ t.ne 

P . d ... , '..J" , .. reSl cn~l.a~ cul~c.lnes ana t.~t 
sub~ttlnt.ial1y less t .. :wcrnblc tor U?S th:J:1 rcsul t.s 3.'pprovcd by the 

Co~ission in past U?S r~t.e incr~~:::;c proccp.cings. 
U?S stntes t.hat its 3'1er-ar;e price (revenue per package) 

waz Sl.281 c.uri:'lg the last quarter of 1975 Cine $1.527 curing t.hc l~zt 

quarter of 1977, · .... hich is an average nnm;.al rate of cl-.:.nge or 9·2.8 
'Ocrcc'nt. and that. unCler Section 7051--1 01' t.he l1'uidelinez ~n increalse • , v 

of e.68 percent. in t.he pro,t;ram-ycJr rate of price change · .... ould 
s~tisfy t.he price decelerat.ion st.andard. UPS !~rther st.~tes t.hat 
its ave~age ?~ice d\.lri~e; t.he o:J.se qun.rt.c:- e~d.ine Sep'te:nocr 30, 1978 
.... 'a z $1.697 anc tha t tl nder t.he revised. ra t~ incrcaze propo:;al t.he 

~verage pricQ du~ing tne los~ quarter of thp. ?~ogra~ year (the 
qU$rt~r end ing Se?tl=:mbcr- :30, 1979) will 'oe $1.8/+) .. 
'l'nis rep:'"esents .':\ progr:l.:n-ye,'lr rate 0;: price change of 8.6u 
percent,whicn is belo' .... t.he 8.68 percent. ?<:!:"mit.ted und.er the guide-

lines. 
The .:lpplicat.io!1, as D.::Jendcd., snows the resul'ts 0; UPS's 

Sept.ember 30, 1979 1 unde::- t.he rech.:.ced r3'te incrf::asc p~opo·$;)l. 

U?S pointed out 'that, i:-. .'3.~ri vi!1£; at. t.hese ?roject.ec. :-esul ts, it 

cO!'rl?utec. income taxes in ~ccorc.<:lncc 'fiith p!"'ovisions of tb~ R.evenu0 

/ 

Act of 1978, · .... hich =-educ~c corpo:"ste inco:r.e taxes a.s of Ja.nuary 1, 1979. 
ups. dl'.!clare's that it.s o?cr:.ltions will be CO:'lcucted. at. a substantial 
loss during the ?rogram year unless a rot.e increase is authoriz~d • 

. ~ 
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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 30, 1979, the operating 
results would improve sligntly to a before tax operating ratio or 
97.75 percent. Tnis is a considerably lower operating ratio 
than this Co:=ission ~s ~~?roved !or UpS in prior rate increa~ 
application proceedings. 

The amended ap~lication shows that under the reduced 
rate increase proposal UPS's rate or return on rate base during 
the program year would be 5.26 percent, aga.in lower than h:Js 
been approved ror it in yas'C'rate increase proceedings. UPS 
is to be cocmended for its voluntary co~pliance with the 
President's anti-inflation pro~a=. 

The Commission starr has reviewed the application, as 
amended, and the exhibits appended thereto and recommends that the 
increases be granted. 

Copies of the application and amendment thereto were 
furnished to the California Trucking Association, California 
Y~nuracturers Association, California Retailers Association, Sears, 
Roebuck « Co., Duracell Products Company, Sunset nouse, J. C. Penney 
COlT.pany, Inc., it/estern Traffic Conference, and various ci'ties· 
cha~bers of comnJerce. The application and amendment were lis'ted on 
the Commission's Daily Calendars of October 18, 1978 and 
December 14, 1978, respectively. No pro'test to the granting of tne 
applicat.ion, as amended, has been received. 

-4-



A.58414 kd ~ 

In th'~ c~~~·,-~t~~c~s .' C . . ~. '* ................. 0... .... , ... .ne om:nl.SSl.on ... lnc.s tnat. t..he 
increases resulting from the propos~l herein arc justi~ied. A 
puolic he~ring is not necessary. The Co~®ission ccncludes t.hat the 
~pplication, as arr.ended, should be grant.ed. In view of the ~eed fo~ 
~"""'eA~a·e r .... t.c ... '. "" •. \. A'''''. . , ................ \00 .... • c ...... ..:... .. ..... ~ C,l,,I,Cc ... l. v~ 4J.ht,~ of 'tile order should· oe . t.r.c 
date of issuance. 

IT IS ORDERED that: 
1. United Parcel Service, Inc. (U?S) is <l1,lt.ho!'"iz~d to 

a~t""bll'~~ t.~e ~~c~e .... r.e~ ~~ ~-o~osed l.'~ .. • .... h' ... ·~ .... ~.·~ ... ll·c< .... ~·:on, .~s ... .;, 0;:1 .;,...~ ....... Q;.) oJ .;>...;> :--" ~ • - Q ~ - ,? ~... '''> 

amended. 
2. Tariff publications aut~orized t.o be ~ace 3$ a result 

of the order herein ~~y be ~ade effectiv~ not earlier than five 
days after the effective date nerco!, on not less thon five days' 
notice to the Corr~ission and ~o the public. 

J. The outhorit..y t:rD.nt.eJ herein shall expire unless 
exercised within ninety 03Y5 after the date hcreo!. 

4. Common carrier~ ore D.ut.horiz~cl to increase their rates 

h 1 1 . . . "pC' O..J '":> • 'I • .... r to t.e eve aut..nor~z~c U.v l.n r~er~ne .aragra?~ - ne.~c •• CO~J!ljO:l 

cnrriers rr.~int..ainine rates und~r outstanding au~horizationz pe~itting 
the alt.ernative use of co~~on c~rrier ra~es 8nd parcel deliverl rates 
co~?arable to the rates ~~intaineci by U?S, but otherwise less than 
t.he mini~um rotes es~ablizhed by the Co~~ission applicab~e thereto, 
are directed to increase such r~tcs to the level of tne rates 
authorized in Orderine ?aragraph 1 hereor. Tariff ?ublicationz ~ 
authoriz~d or.c. required to be made by co:nr::on car:-iers as a :-esult 
of this ordering paragraph ~ay be =~cie eff~ctive not earlier tnan 
the effective date of the tariff p~blicotions authorized by 

Ordering Paragraph 2, on no~ less tnan five days' ~otice ~o the 
Cor.-.rnission anc···::,o t.he publ :ie, a:ld shallb~ :nac.p. e!"fecti ve not. l~'t.e::­
t.h~~ thirty days afte~ the ~~fcctive dat~ c~ t.he t.ari!f ?ublic~tions 
mo.cie ?ursua:-.t ~o the a.uthori ty era!'lted in Oreeri!'lg ?araera;-n 1. 
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5. Conm:on carriers, in es'ta'blisning ano. maint.aini.."lg, tne 
rates authorized hereinabove, are hereby a~~horized to ~e~rt fro~ 
the provisions or Section 460 of the Public Utilities Code to 

the extent necessary to adjus~ long- a~ci sho~-haul departures now 
maintained under outstanding authorizations; such outs~anciing 
authorizations are hereby ~odifieQ only t~ ~ne extent necessary 
to comply with this order; and schedules containing ~he rates 
published. under this au~h.ority shall rr..:l.ke reference 'to the pr10:­
orders authorizing the long- and short-haul departures and. tc. 
this o:-der. 

The effective date of this order is thecate hereof. 
Dated at 1m J'ra,nQ8CO , California, this 11a-GJ., 

. ; 

JANUAR,£ ' , 1979. ,_, day of 

" ........ 

Cocnissioners 


