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Decision No. 80301 

------------------
BEFORE me PUBLIC UTILITIES COMMISSION OF mE STAn: OF CALIFORNIA 

In tbe Matter of tbe Investigation 
iuto tbe rates, rules, regulations, 
charges, allowauces and practices 
of all common carriers, highway 
carriers aud city carriers relating 
to the transportation of motor 
vehicles and related' items (com
modities for wb1chrates are 
providE~d in Minimum Rate Tariff 12). 

Case No. 5604· 
Petition for Modification 

lb. 30 
(F:tled March 17, '1972) 

Richard W. Smith and Arlo D. Poe, Attorneys at Law, 
and H. F. ROl1myer, for Ca1!fornis.' trucking 
AsSOCiation, petitioner. 

George W. Pasha III, for Pasha Truckaway, respondent. 
Robert E. wa!ker, for, the Comadss ion. staff. ., 

O!I!.!.Q! 
Min1UlUm Rate Tariff 12 (MRX 12) contains statewide tt:iu!m.um, 

rates for the transportation of motor vehicles in secondary truckaway" 
1/ ' , 

service.- , 

California Trucking Association. seeks, in the ,petition 
herein, the establishment of reQ'ised surcharge' increases of 15 and ' 
20 percent, in lieu of the present surcharge of 10 percent' applicable 
to all rates and charges in MRT 12. The 15 percent surcharge, is 
proposed to expire on August 31, 1972, and the 20 percent surcharge 
is proposed to become effective' Set>tember 1" 1972. 

1/ Seconda;y movement means the transportation of motor vehicles 
except for the i~t1al movement fro~manufaeturiug plant cr 
return theretO'. Truekaway service means trausportat1onwcere 
the weight of vehicle transported res ts wholly or partly'· on 
the carrier r s equipment. 
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Public hearing. was held and the petition was submitted 
before Examiner Mallory at San Francisco on May l8~ 1972. Evidence 
was presented by a cost analyst employed by petitioner,. and by 
representatives of five highway carriers which engage in transporting 

motor vehicles under rates in MRT' 12. The Commission staffrepre

seutative opposed the granting of rate relief in excess of 5,:,1/2 ", 
percent annually whic~ he argued, was; the highest increase allowed 
by the Coamission in other minimum rate proceedings,. and': the maxi.tntlm 

permissible under federal price control regulations. 
Background' 

The last general increase in MRT, 12 :[s the 10:' p,ercent' 2 ' 

surcharge authorized by Decision No. 78905,. dated, .July l3~,. 1971 .. - 1 

That dec:tsiou indicates that the increase granted therein" :reflects 

carrier wages and related costs which became effective Septembe: l,., 

1971. !hat decision states that the inereases were granted' in the 
£o~ of a surcharge pending completion of cost and rate' studies to, 
be undertaken by the Comcission staff,. and which, were expected: to 

be completed by the end of'1971. Decision No .. 78905 recites that,. 

prior to the adjustment made therein,. rates in MR,X' 12 had'~ ~ot been. 

adjusted' since the rate increase effective !o'.ay 5,. 1962,: pu.rsuantto 
, " 

Decisi~n No. 63413 (59 cal. P.U.C. 439). Decision No,. 78905- states 

that i:I. the period between said rate increases;" carriers operating, 
under the rates in MRX 12 were able to absorb incre3ses in operating 
costs ~ such as drivers r wages, because of increases in proGuct:tv:l.ty 
stetaniug from ::he use of more efficient trucking equipment placed :tn 
operation in that period and because the size of many 1lloGej.s of 
eutomob11es transported in seconctary truekawey service was reduced 

in that time span. The decision pointed out that inc:eased pro
duetivity res.u.tiDg from the foregoing was no longer avaUable to' 

~/ The u:crease granted by Decision No. 78905,was suspended\by 
Decisl.ou No. 79037 because of the executive o:=der of the ",' 
President freezing prices. The suslXmSiou was lifted' effective 
November 22,. 1971,. by Decision No. 79371, upon the expiration 
of the price freeze period. 
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car:ie:s because their equipment had reached optimum size and weight
ca:ry1ug capacity. 

Decision No. 78905 found, inter alia, that carriers 
operating under MRT 12 had incurred substantial increases in operating 
costs, principally labor cost increases resulting. from, collective 
bargaining agreements, that were not offset by gains in productivity, 
and that carriers engaged in operations under MRT 12 could no, longer 
absorb increased wage costs as they had done in the period between 
rate adjustments. 
Status of Staff Studies 

The record shows that the staff studies contemplated, in 
necision No. 78905,were not completed because the staff was not ab-le 
to provide the necessary personnel in view of commitments in other 
areas. the staff represe~tative indicated that the Commission's 
Transportation Division was appraising all of its current assignments 
and workload to determine those matters which should be given, priority_ 
'Xhe staff representative stated that at the' present time the st4ff, ' 
intends to complete ~he MR.T 12 cost and rate studies by the fall of 
1973, but this target date may be changed after the staff appraisal 
of its assigoments is completed. The staff represent3tive further 
stated that there are a limited number of shippers and carriers ' 
iuvo1 ved in MRX 12 transportation services; therefore" agreemen~ as 
to appropriate rate levels may be achieved without' difficulty. 
Petitioner's Evidence 

A cost analyst on the staff of the California Trucking·' 
Association presented two exhibits. '!he first contained a' comparison 
of the weighted 1971 labor and related costsw1th similar costs 
effeetive March 1~ 1972 and September 1, 1972 pursuant to collective 
ba:-gaining &greements. Said exhibit also contains comparisons of 
current social security and other 'P4y:'oll taxes and workmen's. c01llpen
sation insurance rates with those in effect in prior years. ·Ihe' 
wituecs stated that labor costs had increased an average of: s: percent 
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in the period between March 1, 1972 and the last rate &d'justm.ent~" 
~nd that further labor cost increases of approximately 8.5 percen.t 
will occur on September l, 1972. Petitioner seeks revis:ton of the

minimum rates to offset such cost increases. 
The second exhibit presented by the analyst was. an analysis 

of the imp~ct of the 1972 wage increases on the operating results of 
carriers eo.gaged in transportation under the rates in MRT 12. The 
witness explained his development of this exhibit AS follows: 

Fourteen carriers earn significant revenues from services performed: 

under MRX 12 rates and charges. Of this group, s:[x c3rriersearned 

u:ore than fifty percent of their revenues from. said tariff. The' 
composite 1970 operating results of the carriers were adjusted (1) to 

reflect in operating expenses the increased' labor, payroll and 
insurance expenses measured in the first exhibit, and (2) to reflect, . 

iu operating revenues the increases 800ght in this proceeding; .. 

Separate analyses were made for the March 1, and the September 1, 1972 
wage increases for the group of six carriers and for the group of' 
fourteen carriers. The following table sets forth the anslys:is of' 
operating results of six carr.ters giving effect to the March: 1, 1972 
wage increase. 

l'ABLE 1 
Comppsite Profit and Loss Summary 

. siX caniers 
Actual 1970 Results: 

Operating Revenues 
Operati.ng Expenses 
Operating Ratio' 

Adjusted Results: 
Operating Revenues (~) 
Operating Expenses (~) 
Operating Rati.o 

$4,675,"670 
4,671,.015, . 

99.91. 

$4 ,848468: 
4'903'344 , " . 101~1% 

(A) Includes increase revenues of $172.798-. 
(B.) Includes increased expenses of $231,.582 .. 
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'!be carriers represeuted in the foregoing table had'1~70' 
:revenues of $3,455,956 from secondary truckaway service within . 
Cal1fornia; thus~ approximately 74 percent of ehe1r total revenues 
were from this source.~/· , 

The witness sUited that 1970 was used as the datutnpla"O.c 

because 1971 operations of the selected carriers were extraordinary 
as a result of the longshoremen's strike of Pacific Coast port's from 
August 6, 1971 through March 4, 1972. The witness explained that 
four of the six carriers in Table 1 earn significant amounts of their 
revenues from truckaway of foreign cars from ports of entry to- dC.31ers 
i'O. California. During the s trike period all CalIfornia ports were 
closed aDd imported automobiles were transported by the carriers into 
this country from Mexican ports (primarily Ensenada). Certain 

efficiencies in loading aud sehedul1ng. not ordinarily ava11able .. ~t' 

United States ports of eutry were made available to- the carr.icrs by 
,.... .. ,'- , 

the Mex1cau port operators.. Also, the imported automo~:tle's were 
transported iu full loads to a single destination p~:!.nt. When the' 

strike was over the major Cslifornia ports were. crowded with other 

cargo ~ and many foreign automobiles were brought into Cal:tfornia 
through Port Hueneme. 

The witness testified tbat~, as a result of the forego:tn.g 
opernttng patterns~ productivity ,was increased in 1971 over prior 
yea=s. However> productivity returned to approximately the same 
level as in 1970 when the dock strike ceased and normal operations" 
from California. ports "M'ere resumed. The witness stated tba:t:!t is' 

his opin!ou that 1970 operating results more nearly reflect .current 
eonditions than'the 1971 operating results because of the \,'Q.usual 

conditions existing during the latter part of 1971. 

3/ The record shows th~t carriers engaged in contract carrier 
operations for initial movements ~ud common carrier onerat1ons 
in inte~st3te secondary movements x:ot subj ect to MRX 12 have " 
increased their rates for such transportation services in 1972. 
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CarrierW1tnesses 
Representatives of five carriers testified concerning 

operations of their companies during recent periods. The w:ttuesses' 
explained their methods of operation during 1970~ 1971 and the first 
quarter of 1972. That testimony confirmed the statements of the CIA 
witness with respect to the unusual operating conditions ex1sting 
during the longshoremen r s strike. Those carriers which ~aged in 
hauli.ng. imported automobiles from Ensenada ~ MexiCO, to california 
points stated that the rates received for this transportation were 
higher than MRT 12 rates for similar distances. 

The carrier witnesses also testifi.ed' concerning the need' 
for rate increases to offset current labor cost increases. Tbeir 
testimony was that such labor cost i.ncreases cannot be absorbed,,; 
inasmuch &s operations. under MRX 12 would· be conducted at the break
even point or at a loss in 1972 if the soughtlncrcases,are not 
granted. 

!'he wituessjes stated that all possible gains in prOduc::r.vity 
have been achieved 1nprior years and no further gains' can be achieved' 
in 19i2 because of limitations 0'0. equipment size and weight and': 
because no more efficient use can. be· made' of labor. 

Some of the carrier witnesses testified as to increases in . , 

rates placed in effect during 1972 with respect to transportation 
services conducted by them. which are not subject to MRT'12'. For 
example> & carrier which engages in contract, carriage of new a~to
mobiles in ini~ial service raised its contract carrier rates by 

2.75 percent in January and again by 2.6 percent in April of 1972. 
A carrier ensaged in interstate common carrier operations in 
California raised rates for that service by 2 percent fn January and 
again by 4 perc~t iu May of 1972. 
Position of C~~ssion St4ff 

I 

The C?l:xmission staff re'9resent~t1ve urged that' the granting 
of the petition;, herein would ~eincons:lstent: with Price Commission 
regul4tions. He stated in the event an il:crease is grat:.ted~ i.t: should'. 
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be lir:dted to 5-1/2 percent, inasmuch as the' CoEllDlission bas limite~ 
offset increases in other minimum rate proceedings to'that' amount .. ':!./ 
Discussion 

It is undisputed on the record that carriers engaged in 
transportation under MR.!" 12 have incurred and will incur eost 
increases which are not reflected' in the minimum rates in said 
tariff. The record also shows that in the period between 1962 snd 
1970 carriers transporting automobiles in secondary truckaway 
service experienced substantial gains in productivity:. and that 
duriDg. said period the rates in MRT 12 were not 1nc17easecl. The 
record also shows that further gains in productivity are not avail
able; thus there are no current productivity gains which can offset 
the increases sought herein. 

, 

TD.e Federal Economic Stabilization program requires that . , 

rate increases be the minimum necessary to as,sure' continued, ade-
qua.te and safe service by carriers engaged in the transportation 
services covered; by the rates in issue.. Current regulations ,of the' 
Price Commission conta:i.n no limitation of 5-1/2 percent~ 

The Commission staff urges that the total inerease author
ized herein be limited to 5-1/2 percent, which is the maximum .in
creaSe authorized in other minimum rate proceedings since the advent 
of price eontrols.. The increases in the decisions referred to by 

the staff were designed to offset in rates the ffr~t step labor 
ine:,eases incurred in 1972, which generally were effective Jenua=y 1, 
1972. Requests for additional rate increases to offset the second 

4/ Recent Cou::nission decisions ""hich have held m'tnimum rate .in"
creases to an average of 5-1/2 percent or lower: 

Minimum 
Rate Tariff 

2 
l-B .. 19 

15 
e 

9-:3 
4-:8 

7-17 

Decision 
Number 

79483 
79490 
79627 
79902 ' 
79907 
79911 
79674 

Dated 

12-14-7J. 
:2-21-7l 
1-18-72 
4--4-72 
4--4-72 
4--4'-72 
4-18-72 
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Case 
~ 
5432 
5441 
7733 
5438 
5439 
5330 
5437 

Petition 
Number 

665 
232 
46 
80 

150 
58 

212 

% Increase 
Authorized'· 

5-1/2 
5-1/2 . 
5-1/2 
5, 
5-1/2 
4.;6· , 
5-1/2 
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step labor cost increases effective J'uly 1, 1972 are currently 
before the Commission and the issues in tho$e"t>roceedings: have" not 
been deeided. 'I'he dec1.sion-he:rein covers the first .and second I3tep 

lS72 labor cost increases of carriers engaged in hauling ,motor 
I 

ve.hic~es in truckaway sarvice. The record shows that to· bold" . the 
comotned first and second step increase sought herein to 5-1/2 per
cent would cal.:Se the' operations of the carriers which ,earn more' than 
half their revenues from the trucksway m:!.nimum rates to opera·te· at 
a loss.. Clearly, the purposes of . federal price contro:l regulations 
are tlot to foreclose price increases necessary to'.ma!n:ta:Ln this 

po!:tion of trucking industry in a healthy condition. , '" 
'!his record establishes that the carriers hSvingsubs.tan

tial operations under MR.! 12 canno~ absorb the contra~tual wage 
increases to be incurred in 1972 and continue to oper~te at a profit. 
The record shows that even with the sought rate incre<tses said car
riers' operations will ouly be marginally profitable' .... 

The wage increases herein are the result of·;wage contracts 
negotiat~ prior to the inception of federal controls.; therefo:e, 
there is noli:dtation in Price Co:m:nission rules as to the volume 
of wage increase which may be reflected' in prices~ The wage in
crease effeetivc MD.rch 1, 1972, is now being incurred:; by the carriers .. 
The wage inc-rease. effective September 1, 1972, can be;'w:tthheld by 
the Wage Board; but the likelihoOd of such increase being withheld, 
Ul. light of past Wage Board .actio'C.s, appears very remote., The rate" 
increase sought to offset the September l~ 1972 increase is proposed 
to' becom.e effective on that date; therefore, said rate increase will 
not reflect future inflationary expectations. 

In the circumstances, the increases are jus:tif:!.ed in light 
of the economic needs of the carriers involved,aud a.ppear to be 
consistent nth cunent Federal Economic Stabilization·rules. 
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Finditl:gs and Conclusions 
1. ~e miu1mum rates for the transportation of motor vehicles 

in secondary movement, as set forth in' MRX 12, were last adj usted 
pursuant to Decision No. 7890~ dated July 13, 1971, in Case No. 5604, 
Petition No. 27. Said decision reflects labor and related costs· 
which became effective in 1971. 

2. Carriers subject to MR.T 12 have or will incur fUrther labor 
eost increases effective March 1, (lud Sep~em'ber 1, 1972: pursuant to· 
collective bargaining agreements. negotiated prior to· the advent of 
::he Federal Economic StabiliZation prograC1. Said cos.t increases are 
not reflected in the rates in MRX 12. 

3. Prior to Decision No. 78905, the rates in MRX' 12 were last 
adjusted ~ffective May 15, 1962, pursuant to Decision No~ 63413-
(59 Cal .. P.U.C. 439). Decision No. 78905 found that between 1962 
&ud 1971, increases in wages incurred by carriers operat1ngunder 
MRX 12 were offset in whole or in part by reductions in operating 
CQsts resulti~ from increased produetivity from the transportation 
of greater uumbers of cars per load, aud that no further increase 
in productivity from this source is available. Said deeision also' . 
fOt.ltld that carriers operating under MIa 12 could no longer absorb.: 
wage increases as they bad done in the past. 

4. The record' shows that no further increases in productivity 
from any source are currently available to carriers transporting 
motor vehicles under rates in MRr 12. 

5. The surcbarge rate increases sought in this proceeding 
produce increases in revenues no greater than the incre8.s~s in 
expenses resulting from the cost increases measured in petitioner's 
exhibits. Carriers operating uuder MRX 12 cannot absorb- further cost 
increases of the magnitude resulting from contractUAl wage 1ncrea'ses 
and continue to operate' at a reasonable profit. 
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s. The surcharge increases sought in this petition are 
justified. 

7. Common carriers should be required to increase their rates 
to the levels authorized herein for the services covered bytbe ::s.t,es 
in MRT 12, aud should be authorized to increase their .rates by cor
responding amounts for the secondary movement of' motor vehicles for 
which minimum, rates are not provided in MRT' 12. The latter increases 
are also justified. 

Tbe Commission concludes that the petitio: should be granted 
to the extent indicated by the foregoing f!nd1n,gs,MRT12 should be 
amended accordingly, and common carriers should beautborized to 
depart from the lo~- ~nd short-haul provisions of the Public Util:£.
ti.es Code to the extent necessary to publ:!sh the rate increases· " 
authorized herein. Inasmuch as the earliest date that tariff J>ages 
can be made effective is September 1, 1972, the 1ncrease:eo~~1ned' ,. 
in the order which follows will be the second' step, increase request
ed to become effective September 1, 1972. 

Q.B.~!! 

IT IS ORDERED that: 
1. Mini.mum. Rate Tar1:£ 12 (Appendix A of Decision No.. 50218, 

as amended) is further amended by incorporating therein, to, become 
cfiecitive September 1, 1972,' Supplement 4, attached hereto: and: by 
~~s reference made a part hereof. 

2. Common carriers subject to the Public Ut:ilities Act,. to' . 
the extent that they are subject to said Decision No. 50218:, as 
amended, are dircct:ed to establish in their tariffs the increases' 
necessary to conform to the further adjustments. herein of that 
decision. 

S. Common carriers maintaining rates for the transportation 
of motor vehicles in secondary movement not subject to, Minimum· Rate 
l'ar-f£ 12 are authorized to increase said rates by the. sameamo'C.mts 
as authorized for Minimum Rate Tariff 12 rates herein. 
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4. Tariff publie&tio1lS required or authorized to be made by 
common carriers as & result of the order herein shall be filed not 
earlier than the effective date of this order and may be made 
effective not earlier than the tenth day after the effective date· 
of this order;» on not less than ten days:' notice to the Commi.ss.1on 
and to the public; such tariff publications as are required shall 
be made effective not later than September 1, 1972, and as to tariff 
publications which are authorized but not required', the authority 
herein granted shall expire unless. exercised within sixty days after 

the effective date hereof~ 
5. CotIIllon carriers, in establishing and maintaining the rates 

authorized hereinabove, are hereby authorized to' depart from the 
provisions of Section 460 of the Public Utilities Cod:e to the extent 
necessary to adj us t long- and short .. haul departures now maintained 
under outstanding authorizations; such outstanding, authorizations, 
are hereby modified only to the extent necessary to' comply w'ith this 
order; and schedules containing the rates published under this> 
authority shall make reference to the prior orders authorizing long

and short-haul departures arid to this order. 
6.. In all other re:pects, Decision No. 50218, as' amended, 

shall retnaiu in full force and effect. 
7. Appendix A attached hereto constitutes the certification 

required by the Code of Federal Regulations. 
'!be effective date of this order shall be twenty days after 

the date hereof. 
Datedat ~~ 

dey of .... UULY , 1972. 
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I..PPENDIX A 
Page 1 of 2 

Certificate of the PUblic Utilities Commission 
of the State of Ca1iforniol for Certain 
Transportation Services Performed by 

For-Hire HighW8.y Carriers within California 

Pursuant to provisions of Section 300 .. 16'of the Economic 
Stabilization Act of 1971, as amended" the Public Utilities Commis
sion. certifies to the Fe.deral Price Commission as follows: 

1. The decision to which this appendix is attached provides 
increases in. mixdmum. rates for the transportation of new and' used 
motor vebicles (principally automobiles), when tra.nsported in, 
secondary truckawny service w:tthin. the State of California (MinimUCl 

Rate Tnriff 12). !he decision increases rates fo~ said services by 
9.09 percent effective September 1, 1972_ 

2. The ·record in the proceeding shows that 14 carriers earn 
revenues from the services provided in Minimum bee Tariff 12. !he 

revenues of said carriers are estimated to- increas£1 annually by \ 
$1,975,000 under the increase authorized in the ord,~r to which this 
certificate is attached. 

3.. The adjusted minimum rates are estimated to return to the 
gro'!p of si.."C car.ners (which earn 50 percent' or more of their -reve
nues under rates in M:i.n:i.mt:Im Rate Tariff 12) a composite opers'ting 
ratio (before federal incOCle taxes) of .101.$ percent under the 
increase. The oper3t~ ratios ef the test group 1:>£ 14 carriers 

" 

(which includes the aforcnamed 6 carriers)·are estimated to be 
10~.1 pereent. 

4. The minii:rum rate increases authorized in the decision to· 
which this. 8?pendix :[s attached. are designed to· directly offset the 
in-"'Te.;tses in wages> payroll taxes, and operating taxes which became

effective April 1, 1972 or prior thereto, and are' not reflected 'in 
or are· scheduled to become· effective ' 

I 
I 
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APPENDIX A 
Page 2 of 2 

/ 

s. There are no current increases in productivity which 
offset the 1972 increases in wage costs for the highway carriers 
engaged in services for which rates' are provided 'in Min.imum Rate 
Tariff 12. 

6. The rate increases authorized herein are the' minimum 
necessary to assure continued ~ adeqU8 te and safe service by, car
riers engaged in the for-hire highway transportation of motor 
vehicles in secondary service. 

7. Sufficient evidence was: taken at public hear11l8s held. 
before the Public Utilities Commission to support the ee:z:-tification 
made herein. 

8. The increases are cost justified and do not reflect fu
ture inflatio'CAry expectations. 

9. lbe increases do. not reflect labor costs in excess of 
those allowed by Pr1.ce Comm:L~s1on policies. 
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tRANS1!'ORV.nON OF MOtOR VEHXctES 

CA. n..cr:tbed. Here1l'l) 

¢' APnoXCATXON' OF SORCKARGE 

Co.pU1» ~ amollft't ot e~. :£n aoco~ with· 'die Nte. and, rule. 
in ~ t&J:oU! and :£net'eAH the aIIICIunt ao COIIIPut.d by- twnty' (20) pereent., 
dl'opp1nc fl'IIcI:1ona or le.. th&n one"half cent and ,1nCIN .. 1nc tl'aeUon. or 
one .. hal:' cent or ZX'Wa'l:1n' 'b> on. cent. 

80301. 
%aalWd by 'Che 

POBItJ;C ~ COI'f\IISStON' or 'rKE stA1't or CA:t.XFORNXA 
se..~ B~ng. C1v1e CentlPl' 

s.t\ Frane1aco. Cal;1.forn.1.& 94102-


