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. SUPPtEMENTAt OPINION 

By their joint petition, the Common Carrier Conference 
. 

of the Truck Owners Association and Pacific Motor Tariff Bureau 

~eek an interim increase in the minimum rates established for the 

transportation of general commodities. The Conference represents 

associ~tion members predominantly engaged in highway common carriage; 
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the tariff bureau represents trans bay common carriers operating 

between San Francisco and East Bay cities for which it files tariffs 

with the Commission. Territorially, the petition is limited to that 
. 1 

part of the State generallj~ north of Ga~~ota ~\nd Tehachapi. It is 

restricted to transport<:ttion subject to the minimum class rates set 
2 

forth in Highway Carriers' Tariff No.2., It is also, restricted to 

the class rates for minimum weights of 20,000 pounds and less per 

shipment. For the transportation involved, p<;:titioners propose 

that the chnrges produced by the existing rates be made subject to 
3 

a surcho.rgj~ of 12 percent, pending further imrestiga tion. Pet1-

tio~crs also seek relief from the long and short-haul provisions of 

the State Constitution and the Public Utilities Code; and, on behalf 

of common carricrz which file their tariffs ,with the Commission, 

relief from the Commission's tariff filing reqUirements to the extent 

necessary to establish the proposed surcharge basis' in the common 

1 
The specific territorial limitation is to transportation between 

pOints situ~ted north of thc following line: ' 

2 

"Beginning at the shore line of the Pacifie Ocean due 
south of Gaviota, thence northeasterly along an imaginary 
straight line. to the point at ,.,hich the boundaries of' Santa 
B3.rb~:ra., Ve::'lt'Ul"a and Kern Counties intersect, easterly along 
the northerly bo'Unclary of Ventura and. Los Angeles Counties to 
a ~oint due south of the community of Tehachapi, northeusterly 
aloIlt~ an imaginary straight line to the point at which Highlvay 
U~S. 395 intersects the northerly boundary of' Kern County, 
thence easterly along the northerly 1::loundary of Kern and 
San Bernardino Counties to the Califcl:::,nia-Nevada line .. II • 

Tariff No.2 is Ap'pendix ltD" to Decision No. 31606, 41 C.R.C. 671 
(1938), as amended. 

3 
Truck Owners Association of California and Motor Truck ASSOCiation 

of California have on file a petitioh seeking increases in all of the 
class snd commodity rates ror the transportation of property generallY 
and on a state-wide basiS. For shipments in the weight range included 
in the 12 percent northern California interim increase proposal, the 
state-wide petition seeks an increase of only 6 percent. The state­
wide petition is scheduled. for hearing on May 13, 1952. 
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carriers I tariffs" and authority to make !>uch tariff' filings on 
4 

less than statutory notice. 

Public hearings were held at San Francisco on March 28 

and 31, 1952, before Examiner Mulgrew. 

The rates in question were rais(~d, to their present levels 

by Decision No. l.r5429 of' March 6, 1951, in this proceeding. The 

increased rates became effective April 2,:1951. They were estab­

lished as a temporary measure • At the title, the genera.1, postwar 

rate investigation ~as pending. An examiner,'s proposed report had 

been issuec.. Provision had been made for the,f111ng of exceptions 

to the report and of replies thereto. Th(~ interim increases made by 

DeciSion No. 45429 were the last in the s(~ries of interim increases 

established while the investigation was still under way. This last 

interim adjustment was deSigned lito return costs and make some pro­

vision for income taxes and profit during the time remaining before 

disposition of the general investigation." 

The record in the general investigation was completed'upon 

the filing of replies to the exceptions to the proposed repQrt. 

This was followed by the issuance of Decision No. 46022 of July 31, 

1951, in thi~ proceeding. Therein the Commission discussed, among 

other thingz, tl'le interim rate levels and the recommended rate"levels. 

It commented on the fact that "the shippers claimed that the record 

was too inadequate and too sta.le to justify the recommended increa.ses" 

and that the carriers made identical claillls ,.,i th respect to the 

recommended reductions. The Commission reaChed the follow1ng 

conclusions: 

4 
The long and short-haul provisions are contained in Article XII, 

Section 21 of' the Constitution and in Section 460 of the Public 
Utilities Code; the tariff filing requirenlcnts are contained in the 
Commission'S Tariff Circular No.2 and in its General Order No. 80; 
and the statutory notice is the 30-day requirement contained in 
Section 491 of the PubliC Utilities Code. 
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"In Decision No. 45429, supra, :It W':LS pOinted out that, 
and in this opinion we take official notice that, there were 
I subs'tar~tial increases in wage costs and in costs for 
materials and supplies, includ1ng sharp increases in the cost 
of tires' since the close of the series of hearings at i~hich 
the testimony and exhibits discussed in the examiner's repor't 
and in this opinion \lere received. The DeciSion No. 45429 
record, therefore, reflects current carrier experience and 
other circumstances and conditions covered by that record 
more closely than the record under consideration here. We 
are impressed by the unanirn.i ty of shj~pper and carrier opinion 
that any general adjustment of the existing class rate scales 
should be built on a more up-to-date factual foundation. The 
interim class rates, based on a less comprehensive but more 
recent record and reflecting the str€!sses and strains of 
rapidly changing econocic conditions, are shown to be more 
appropriate than the rates recommended by the examiner based 
on a ~ore complete but less up-to-date record. Further or 
futurt::! inquiries into the class rate levels should await the 
filing of requests therefor and reasonable assurance from 
such petitioners that they will supply the record with 
necessary current information. 

"1::"J. the circu.mstances, we will not adopt the examiner's 
recomme::"J.dations w'ith respect to adjusting the class rate 
scales. Instead, these scal~s will be continued at their 
present levels. 1f 

Additionally, in Decision No. 46022 the Commission advised 

interested p~rties who might consider further rate adjustments 

necessary and justified to "be prepared to make adequate and complete 

shoi~ings basl~d on current information in support of the adjustments 

sought. 11 

Decision No. 46022 also established Distance Table No.4, ' 

effective January 1, 1952. This distance table superseded Distance 

Table No.3. It revised the constructive oileages used ir. deter­

mining the applicable minimum rates on a state-Wide baSis. 

Petitioners allege that, since April 2, 1951, the date of 

the last rate adjustment, changed conditions have seriously and· 

adversely affectecl. the carriers' revenue position., They allege 

further that costs for wages, eqUipment, materials. and supplies have 

increased and that taxes have been raised. Distance Table No.4, 

they represent, l)as decreased constructi v€~ mileages and rates. 
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These changed conditions, they claim, th::-eaten the carriers' ability 

to provide full and adequate service. Tbey assert that additional 

revenues from the sought 12 p£·rcent inteJ~im surcharge are urgently 

necessary_ 

Pet1tioners retained a cert1fiE~d public accountant to 
, . 

co:::p11e revenue and expense data. This :tnformation was gathered by 

the questionnaire method. Questionnaires Were sent to all asso-
.... 

eiation mcrnbers, common carriers and pcrI:l.il;ted co.rriers, some 400 in 

number. Twenty-six cornrnon carriers and 19 permitted carr.iers 

responded. Only one of the 19 permitted carrier returns was used by 

the accounta."lt because none of the other ej.ghteen permitted carriers 

derived more than 10 percent of their revenue from the traffic under 

consideratio~ (traffic subject to class rates for minimum weight of 

20,000 pounds or less) and because the average revenue from this 

traffic for the 19 perroi tted carrier,S was less than 5 percent of 
" 

their total revenues. Another carrier th,at had its status changed 

from a permitted to a common carrier durine the period covered by 

the questionnaire also supplied requested information. The ~forma­

tion thus obtained from the questionnaire:~ covers the experience of 

28 highway carriers, 27 of which are commm~. carriers. Operating 

results of the approximately 350 associat:Lon members that failed to 

answer its accountant's questionnaire are not of record here. The 

operating results of carriers which are not members of the asso­

cia:ion are likewise not of record. 
'r, I 

The accountant compiled the information supplied him.by 

the 28 carriers in exhibits sho~ring operat.ing profit and loss state­

ments for c.ach. carrier for the first six months of' 1951 and for the 

second six months of th().t year. He did nc·t examine the boolts of the 

carriers or make any check or test of the figures supplied him. 

His questionnaire asked that the carriers allocate total revenues to 
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COmI:l.on carrier, contract carrier, transbay, local cartage and 

"other" operating revenues. However, only each carrier's aggregate 

operatin~ revenues were shown in the eY~ibits. The questionnaire 

asked for ::i.p segregation of expenses according to the operations' in 

which the carriers might be engaged and none was furnished., Like­

wise"it asked for no rate base and rate of return data and such 

information was not supplied., 

Subtotals of revenues and expenses according to carrier, 

groupings made by the accountant were also shown in his exhibits. 

One such group is made up of 11 carriers \~th operations not confined 

to the northern California territory under consideration here •. These 

11 carriers operate between the San FranciSCO Bay and Los Angeles 

metropolitan areas. Some of them also operate between southern 

California. points. Collectively, ,their revenues amount to some 70 

percent of the aggregate revenues of the: 2$ carriers., Revenues and 

expenses from their northern California operations are not, separately 

zhown in the record. T\,lo of them, Pacifj.c Freight Lines ana., Southern , 

California Freight Lines, recently sought and obtained authority to 
5 

increase ~C:~ of their rates and charges by six percent •. Pacific is ~ 
the larges":. carrier and Southern the third largest carrier in this 

group of 11 carriers. Together their revenues are more than 50 per-

cent of the total revenues for the, group. In the circumstances, ,the 

operating results of thes.e 11 carriers have little value in deter­

mining revenu.e requirements for carriers engaged in transporting 

shipments between northern California points. ' 

All but two of the remaining 17 carriers showed operating 

profits for the first six months of 19~)1 •. The over-all operating. 

5 See Decision No. 46937 of April'l, 1952, in Applications Nos. 
33042 and 33052. T~1ese applications a:'ld t1'le decision therein covered: 
0.11 applica~1ts! intrastate rates, exc-=pt those for the transportation: / 
of bulk petroleum products and of uncrated new furniture, and except' . 
certain j oint rates mJ.intaincd with other carriers not· parti.;)s to the 
procecdinss. . . 
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ratio before provision for income taxes~ as disclosed by the. 
6 

accountantts exhibit, was approximately 95 percent. No carrier 

enjoyed a more favorable ratio than 90 pe!rcent. Two carriers. showed 

small losses, $252 and $761, with resulting operating ratios slightly 

above 100 percent. These operating results were not adjusted by the 

carriers or by the accountant to include the ~ffect of subsequent 

experience reflecting increases.in rates or in expenses. 

The accountant's questionnaire asked for information on 

wage and s~~lary increases during 1951, as ''1e'.l as for information 

on increases in other expenses. He said that he had been able to 

develop and use wage adjustment data cove~ring the second half of 

1951 as a basis for giving effect to these increases for.this entire 

period. He! also estimated the effect of 1952 'wage increases and 

applied this estimate to the actual expense figures of the carriers 

for the last six months of 1951. vlith retspect to other increases in 

costs, he stated that the information supplied him was not complete 
7 

enough to project the higher costs for the entire period involved. 

The questionnaire also asked fell" "projections" of the 

effect of Distance Table No. 4 and the "c'stimated reduction in High­

way Revem .. les resulting. tt This information was used by the laccount­

ant to adjust the actual revenues for the second half of 1951 as 

reported to him. 

The accountant ma.de no estimate of the amount of additional 
I I " 

revenues which would ~e produced by tp,e proposed .12·'percen:t·'.ill'terim 

increase other than to increase the adjusted revenues for the last 

6 ' 
Income taxes were not calculated by the accountant. 

7 OffiCials of seven of the carriers involved and a representative of 
the Permitted Carrier Conference of the Truck Owners ASSOCiation also 
testified with respect to such increased costs. This testimony, like 
the information supplied the accountant, affords no basis for actual 
cost determinations. 
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six ~onths of 1951 by 12 percent. The resulting revenue figures 

would, of course, overstate the effect the sought increase would 

have on the carriers' earnings. The amount of' such overstatement is 

not determinable from the facts at hand. Another unknown factor is 

the extent to which the carriers will derive added revenues from the 

adjustrnent of rates \·:hich they have maintained at levels below the 

truck scales in meeting rail competition :It carlo~d commodity rates'. 

These competitive highway carrier rates were authorized and required 

to be increased by 6 percent, an increase corresponding to the 6 

percent increase in the railroad carload commodity rates made 
S 

effective January 14, 1952. 

The over-all operating results for the 17 carriers for the 

period July 1 through December 31, 1951, ,and the adjustments or 

these results to reflect estimates of the effect of the sought rate 

increases a.."ld of higher costs, as disclosied by the accountant's 

ex.'1ibit, ar(~ shown in the table which follows. 

Operating Results - 17 
( I) 

$$,749,267 
8,646.085 

Revenues 
Expenses 

Net Income Before 
Income Taxes 

Operating Ratio Befo~e 
Income Taxes 

Income Taxes 

Net Income After 
Inco:ne Taxes 

Operating Ratio After 
Income Taxes 

<, 
ijil 103,182 

9'$.82% 

':< 

):c 

)!< 

- Before adjustment. 

Carriers 
, (:2) 

$8,512,387 
8.724.530 

C{ 712,143) 

102.49% 
):c 

>:( 

>:c 

, 0) 
$9,533,$74 
8.724.530 

$ 809 1 344 

91.51% 

$ 405,11$ 

tI~ 
~ 404,226 

95.76% 
Column (1) 
Col\lIl'ln (2) - Revenues adjusted for Distance Table No.4 

Colulnn (3) 

-~-) 
):.~ 

changes; expenses adjusted for wage increases. 
- Revenues further adjuzted for proposed 12 per­

cent surcharge incre~se. 
- Indicates loss. 
- Not calculated by the accountant. 

S See Decision No. 46572 of Dececber 18, 1.951, in Application No. 
32219 covering the rail rates and DeciSion No. 46672 of January 22, 
1952, in Case No. 4808, dealing with the corresponding highway 
carrier rates. 
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The operating results shown in ~he foregoing table indi­

cate that 1 collectivelY1 the revenues of the 17 carriers involved 

were barely sufficient to cover their expenses during the last half '. 

of 1951. These operating results also tend to show that; unless 

these carrilars t rates are increased, future operations 'of this, ~ar-

rier group -..rill be conducted at an over-all loss. Only' five of the 

17 carriers, according to the accountant's basic data, ~~uld have 
. -

sufficient revenues to meet the expenses for future operations at 

the pres-ant rate levels. It must be borne in mind, however, that 

petitioners are not seeking permissive authority for this group of , 

carriers to increase their rates. Their request is for a mandatory 

order raquiring for-hire carri~rs generally to raise the charges 

produced by the present minimum rates by 12 percent. 

It has hereinbefore been pointed out that'16 of the 17 

northern California carriers covered by the accountant's'exhibits 

are common carriers, and the 11 San Francisco-Los J.l.ngel'es and ,south­

ern Califorr,ia carriers which also supplied infonnation to the 

c.ccountant ,~,re all common carriers.. Th.e record does not show the 

extent to which the data supplied by the :2$ c3.rricrs, and particu­

larly that supplied by the north~rn California group, include reve­

nues and e;<penses from pennitted carrier .and drayage operations or 

other services not covered by the rates u:.der consideration. It 
, . 

will be recalled that the accountant's questionnaire asked for reve-
" ..... 

nuc allocations but that they were not submitted. The: record is 

also devoid of any facts on the number of other common carriers 

.. operatir.g ;ion 'northern California, of the nature and extent· of such 
" ; .'. . 

operations, and of the operating results therefrom. The rail lines 

and their highway carrier affiliates did not appear at the hearings 

and no information concerning their revenue and expense position was 

supplied. 
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t, J: ,',. 1 , ~ . '. 

I ," ~ .: • 

,'. ':, I . t. ,') 

1,'1 th respect to permi tt~d c arri\~rs, the accountant 'f\\r": 

nish~d data covering the experience of on(~ contract carrier. It 
I ,,' \ 

serves three,sh~ppers. One shipper accounts for 90 percent of its 

totill ~~s:lr.ess. The reason given by the ~Lccountant f~r exclud:i.ng 
!' ',.' I,j 

t .r ',' : .. 
the inforrnatiorL cupp1icd by the other 1$ permit.ted carriers has' " 

" , 

hereinbefore been stated - the small percemtages of their tota.l busi-
\ ,. . 

,'; .. ,\ .. : " 

ness under the rates in question. 
, , I 

Thus the r:ecord supplies no specific information concern-
'" . . ,', 

ing the operating results o£ any of the thousands 0'£ radi'al' highway'~ 
: . ' . \ 

\ 

common carriers that .:lr,e involved in petitioners' proposal. It sup-

pli~s no information relating to the rail lines and their highway 

carri,er affi,liat.es. In regard to other co,mmon carriers, the record 

furnishes only over-all operating results for 17 of an undetermined 
• I • • 

total numbc!" of the nUmerous such carriers operating in the ter7i~ , 

tory invol v\~d. It furnishes data for but one highway contract C.lr-
. " : ~I"'" 

~ier out of the many hundreds of contract carriers. Moreover, the 

value o£ petitioners' showing is further impaired by the fact t.hat the 

basic d,ata we're g~thercd solely by the questionnaire m,~thod without 

testing the accuracy and reliability of the figures and without 

determining the extent t.o which they might require adjustment for 
• " :, ".'. ";',' , 'I "9' , 

the purposes., for which they were d.esigr~ed 'to be used. 

An estimate of the amount of addit.ional rever.ue which the 

17 common carriers studied would deri vo fr<,rn. the propOSed incrtaase 

was not furnishecJ.~" There is no basis for (~ven any sort of rough 

estioates of the ~ount of additional revenue the proposed increase 

would produce for the 17 carriers or for all of the for-hire car­

riers operating in northern Californi.l. 
However critical the revenue needs of the 17 carriers 

~ay be, their plight cannot be considered adequate justification for 
o , . 

See the concurring opinion' of Commission~I's Huls and ~att~lstn.cdt 
in Decision No. ,40557 of July 22, 1947, in this proceeding (47 Cal. 
?U.C. 353,361), holding that "complete and. sufficient cvidcnc8" is 
not furnished by ~nswers to qu~stionnaircs. 
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r.;.is ill;; the rates ar~d charges of other, cC:i.rriers which mayor may not 

require (It:ided revenues. Some:3 50 of the petitioning association f s 

~embers did not see fit to complete their questionnaires. This leaves 

grounds for assuming that they either do not need increased rates or 

that th~ir earning pOSition is not as adverse as the pOSition of the 

carriers ,..t..:Lch responded. to the questionnaire. The profits or 

losses of carriers that are not as~ociation members are not known. 

Thi::re are no estimates of anticipated op(~rating results for such 

carriers and no bases of uny sort for making forecasts of their 

future earnings under either the existing or proposed rates. The 

revenue and expense showing made by petitioners is entirely inade­

quate and insufficient to support the cstablishinC of the sought 

increase for all for-hire carriers as petitioners propose. 

The testimony of the officials of seven of the 2$ carriers, 

included in t.he accountant' s studi~$ and of the representat'i,ve of 

the Permitted Carrier Conference of the petitioning truck associa'" 

tier .. who participated in the hoo.rings l and all other testimony and 

~rsurnent, has been carefully considered. Ive are fully aware of peti­

tioners' contentions that the common carriers handle the great lDu1k 

of the less-tr~ckload traffic and that they Ci;l.nnot increase thel.r 

tariff rates individu~lly or by group ~ction in the face of competi-
10 

tien with other common and permitted carriers. 

Ho\o:evel", the crux of che situa.tion is simply t.his - the 

revenue and expense showing mude by petitioners falls fer short of 

be inz l'€rsl.<usi ve that an increase in minimum rates requirin~ 8,11 

for-hire carriers to raise their charges is justified. The opera-

tins results disclosed by the aecountdnt's exhibits, based solely on 

questiOM::.Lire returns, afford no solid found.:ttion for concluding 

10 
It h~s hereinbefore been noted th~t ?ncific Freight Lines ~nd 

301J.thcrn California Freight Lines sought and obtoined authority to 
incr~ase their r~tes above the minimum rete levels. They cstDb1ishcd 
such incrc~ses in their t~riffs effective April 21, 1952. 
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that a :3ent;:ral rate increr!se is required. The related ond supple­

mentary evidence offer~d through petitioners' other witnesses, like 

the accountant's evidence, deals particularly with the exp~ricnce 

ond revc:nu~ rt;)quir.;r~cn ts or ccrta:i;n common' carriers. It does not 

ovcrcom0 th0 fatal shortcomine of the .'reicord - th,a lack of informa­

tion regc.rding other carriers. This 'is not the record's only short­

comir.6o hnoth~r important one is th.;J.t \:.h'(;! proposed .;.:.djustmcnt is a 

horizontal percentage increaso for ",11 \\i'ci5hts tlnd .:111 distances 

involved. It was made evident in the previous interim r~te procecd-

in~s) and in the serlcr.s.l investigation, that the horizontal per­

centage incrcD.s<.:: method fails to rE:i'l~ct appropriately higher cost 
11 

experience, particularly higher ~la~e costs 0 Also, petitioners' have 

chosen to rely on a showing which allows the carriers I r,svenue 

requirements to be measured only by' the operating ratio method. 

The showinZ made is a far cry f.romthe "adequate and com­

plete showi:n6" which in DeciSion No. 460:22, supra, the parties were 

advised to be pr~pared to make in suppor't of future rate adjustment 

proposals. The Decision No. 460:22 rec·ord which both shippers and 

carriers claimed was "too inadequate" to support rate adjustments 

~------------------ ..... ----.,-.---.-----------11 
Decision No. 43462 of October 25, 1949, in this proceeding, 

o.t'pro.ised th<:; ~i':fcct of increased wage cc'sts as follows: 
liThe strong influence of wages upon highway -carrier costs 

and rate.s is apparl:?nt. vlage incrl:?asel$ have been given effect 
in the rate 1(;)'1015 by horizontal percentage increases. Studies 
of rt£:cord confirm that wC\gcs .:lre a relatively more ir;:port.;:.nt 
fa..:tor in the costs for short-haul than for long.-h~.ul traffiC 
and for small",;r tn.:.n for lar~cr qunnti tics. EXPCI~di tu'r~s for 
labor ~t points of oriJin and destination do not v~ry appre­
ciao1y with the lenGth of the haul. f... l;;.rgi;!r sl'lipm(..nt. does 
not incur hbndling costs in c~nts pcr 100 poun~s ~t origin 
and ciestinc.ticn ~s c;reat <::s those inc'L..r:red in connection with 
a sm~ll~r like s~ipmcnt. Handling over t~rrnir.~l platforms is 
not necessary 'when large shipments ar·;'! involved. Adjustments 
'tlhich have heretofore been granted followini; the v.=.rious wage 
inc:.,'cases hes. ve been established on re,::ords which did not 
afford a basis for giving effect to th~se circumst.llnees. It 
is clear ~ha~ percent.age increases in rat.es he.vo unevenly 
distributed t.he 'ourden of the higher costs. n 
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, . 

contained far more evidence than' the rec,ord in the case at hand. We 

h.a,v~ ,also held that consideration of the: reasoro.bleness of earni~gs 

should not be restricted. to in.fo~m~t~o~·' rei~~ing to a single method 
, :. 

or formula and that all available inform.:'1tion should be devalopeci 

(Pasud~na City Lines Application for Fa~~'Increases (51 Ca1.P.U~C~ 

248,255 (1951); Decision No. 470~6 of A~rii 22, 1952, in AppliC~-
, . " ~ '", , .. . 

j "", I • 

tion No. 33036, San Francisco and East B(~y Uarehousemen to Increase 
,"",. 1 ' " . 

", 
Rates an~ Charges). We adhere to these views. 

, . 
Upon consideration of all of the facts ~nd circumstsr.ces 

of record I;e are of the opinion ~~,d hereby find t.hat the interim 

increrlse proposed by petitioners has not been sho~m to be justified 

and that ""c~ordin;1y the peti ti on should be derded. 

Q!iD~E. 

~~sed on the evidence of record and on the conclusions and 

findin,;s s.~t forth in the precedin; oplnion, 

IT IS HErtEBY OiWERED that the petition of the Common . 

Carrier Conference of the Truck Ovmers 'Association of California and 

Phcific Motor Tf;l.riff Bureau, filed Janu~lry 15, 1952, in this pro­

ceeding, be and it is hereby denied. 

The effective date of this ord~~r sh\-~ll be tlt.rent)" (20)· days 
. \ 

ai't~r t.h~ d.e:. t.a here of • ' ,~ 

Dated ~:t S.:..n FranCiSCO, C.11ifornin, this t:1...f ... d:;l,Y or 
~~ ,1952. 

, > ............ _ ,.1. ...... _~ 

Commissioners 


