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BEFORE THE PUBLIC UTILITIES COMMISSION OF TEE STATE OF CALIFORNIA 

Application of GREYHOUND LINES, INC. ) 
for an order a~r.horizing a 15~ ) 
statewide increase in intrastate ) 
passenger fares. ) 

------) 
Applicar.lon 8:3-02-62 
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Lar. J. Celmins, Ar.r.orney at Law, for Greyhound 
tines y !nc., applicanr.. 

Marz McKenzie, Ar.torney ar. Law, and Richard 
Brozosky, for the Commission sr.aff. 

o PIN ION ---.----
By this applicar.ion Greyhound Lines, Inc. (Greyhound) 

req~ests permission r.o increase ir.s California in~ra$r.a-ce passenger 
fares by 15~. Purposes of r.he increase, Greyhound asser-cs, are (1) 

-co recover increased operar.ing costs in order to produce a more 
reasonable rate of rer.urn, and (2) -co reduce -che disparity between 
intrastate and inr.erstate rate levels. 

!he CommiSSion staff objected to the magnitude of the 
request. The mar.ter was submitted upon the receipt of late-filed 
Exhibit 6 on May 17, 1983. Duly noticed public hearings were held 
before Adminisr.rar.1ve Law Judge (AtJ) John Lemke May 12 and 13, 19eQ 
in San FranciSCO. No outside protests to the application have been 
received. 

Under R~le 24 of r.he CommiSSion's Rules of Practice and 
Procedure, Greyhound served nor.ice of its application on each c1-Cy 
and county in California. Notices were also furnished to many 
municipal transit services and agencies throughout the state. 
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A.8;-02-62 ALJ/rr/md 

The following inc~eases in passenger fares are sough~: 
,. A 15~ increase, applicable ~o all presen~ 

passenger !ares incl~ding ~he minimum 
passenger tare which is proposed ~o be $1 
\presen~ly .85¢). San Francisco 
!n~erna~ional A1rpor~/Travis Air Force Base 
tares are no~ included. 

2. A 15~ increase applicable ~o all 10-ride and 
20-ride passenger tares, excep~ Vallejo
Richmond-Oakland-San ?rancisco and Crocke~ 
Junc~ion-Oakland-San FranCisco. 

3. Round-~rip fares to be based on 19~ of 
increased one-way passenge~ fares. 

Greyhound's present passenger tares wi~hin California were 
es~ablished by Decision (D.) 82-10-061 da~ed Oc~ober 20, 1982 1~ 
Application (A.) 82-07-43, effective November 1, 1982. 

The increase is designed ~o provide $10,;61,000 in new 
revenue and result in a projected ra~e year operating ratio ot 94.5~ 
before taxes and 96.8% after taxes. 
The Evidence 

Greyhound 

Greyhound offered evidence ~hrough exhibi~s and ~estimony 
sponsored by ~wo w1~nesses. Bernard Ro~enberg, assis~an~ ~o ~he vice 
presiden~--accoun~ing, sponsored EY~ibit 1. Appendix A-1 of his 
exhibi~ summarizes results of opera~ions during 1982 of Greyhound's 
total system, ~otal S~a~e of California, and California intrastate 
passenger, charter, and express business. These results are shown 1n 
the following Table 1: 
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TABLE 1 

Ope~ating Statement fo~ t~e System. Total 
State of CalTfo~nra and Ca1jfo~n;. 'nt~.state Se~vr~es 

fo~ the Yea~ Ended December 31. 1982 

BUS MI~ES OPERATED 

OP~RATING REVENUES 
Passenger Revenue 
Charter Revenue 
Express Revenue 
Other Revenue 
Total Operating Revenues 

OPE~TrNG EXPENSES 
EQuip. Maint. & G~rage 
Transportation 
Station 
Traffic Soljc. & Adv. 
Insurance & Safety 
Admin. & General 
Depreciation 
Oper. Taxes & Licenses 
Operating Rents (Net) 
Total Operating Expenses 

NET OPERATING REVENUE 

Othe~ Income 
Income Oeductions 
Net Income Befo~e Taxes 

Provision for Income Taxes 

NET INCOME 

Ratio .. Operatfng Expenses to 
Revenues .. % 

R~tTv .. Operating Expenses and 
Income Taxes to Revenue-% 

System 

$282.149,,416 
42.332,293 
62.933,626 
5,96.0,516 

S393,:nS,8S1 

S 43,364,739 
154.228,313 
74.572,059 
17,104.711 
11.730.927 
55.607,,240 
11.246,108 
24,,728,625 

1.483,9S3 
$394.066,675 

$ (690.824) 

586.882 
• 6J 262,084 
$ (6.366.026) 

S (5,011,000) 

s (T .3~5d922) 

100 .. 27. 

98.9% 

(Red Fiqure) 
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Total 
State of 

C.l ifo~ia 

$105.972,,035 
20,850,,534 
21.241.987 

2,,691,26q 
5J50,755,816 

$ 15.813.386 
56.300,,345 
27,,893.002 

6.537,,249 
4,,251,460 

20.406.,844 
3,904 .. 001 
8 .. 933,,756 

(98,887) 
S 143 r 94 t , 1 56 

$ 2,861,203 

S 3,952;457 

9$.5% 

97 .. 4% 

Cali for" i.e 
'ntrastate 

$ 64.81 J .951 
11,774.679 
10 .. 786, T94 

T .978.009 
S 89,350,833 

$ 9,,971,288 
35.336,714 
19.654.980 
3 .. 857.631 
2,680.846 

13.406.247 
2,495.303 
5,848,103 

(19Sd 4S9) 
$ 93,058,653 

$ (3.707,820) 

S (3,707.820) 

S (T ,556,165) 

S (2. TSL05S) 

104.15% 

l02.4U 



A.83-02-62 ALJ/rr 

In Appendix A-5, Rotenberg has projected the im~act ot the 
proposed rate increase tor the rate year ending December 31, 1983-
This information is set torth in the following Table 2: 
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TABLE :2 

Statement of Annual Income & Expenses fo~ California 
Intrastate Operations Givfng Effect to P~oposed 

Iner~ses in Fa~es 

OPERATING REVENUES 
Passenger Revenue (15~ increase) 
Charte~ Revenue 
Express Revenue 
Other Revenue 
Total Operating ReveMues 

OPERATING EXPENSES 
E~uip. M~jnt. & Garage 
Transportation 
Station (Passenger Commission Inc.) 
Traffic Solie. & Adv. 
Insuranee & Safety 
Admin. & General 
Depreeiation 
Oper. Taxes & ~ieenses 
Operating Rents (Net) 
Total Operating Expenses 

NET OPERATING REVENUE 

Provision for Ineome Taxes 

NET INCOME 

Ratio - Operating Expenses to 
Revenue - 1. 

Ratio - Operating Expenses and 
Ineome Taxes to Revenue - 1. 

Adjusted 
YelJr 

$69~073 .. 337 
11 ,65t ,345 
11.495,386 
,1,691.927 

$93,911,995 

S10,389,654 
36,570.600 
20,609,369 

3 .. 975.365 
2,726,097 

14,004,486 
2,484,016 
6,216,076 

(197,158 ) 
S9f>, 778 "SO> 

$(2.866,510) 

OJ 203 ,533 > 
$(1,622,977) 

103.051. 

TOL 77~ 

(Red. F:i.qure) 

- S -

Proposed 
Inereases 

510,3611'001 

$10,361,001 

$ 535,457 

$ .535.457 

Giving 
Effect 

$ 79,434,338 
11,651,345 
T 1.495,386-
1,691,927 

S104.272,996 

S 10,389,654 
36,570,600 
21,144,826 
3,975,365 
2,726,,097 

14.004 .. 486 
2,,484,,016-
6,216,076 

(197 J 158) 
$ 97,313,962 

$ 6,959.034 

2,921,820 

$ 4.037,214 

93 .. 331. 

96.13% 
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Finally, Greyhound has estioatee its California intrastate 
operating results for 198) after applying the increase it requests, 
adjusted for discontinuation of its Vallejo-Napa-S~~ Francisco 
commuter service. Appendix 6 (Table )) portrays this information. 
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I .. 
. :.l 

TABLE 3 

-,' 

if 
~, 

Statement of Annual Income & Expenses for California 
Intrastate Operations Reflecting Exclus;on 

Vallejo & Napa Commute Operatio"s 
'0' 

J! 

OPERATINCi REVENUES 
Passenger Revenue 
Ch~rter Revenue 
Express Revenue 
Other Revenue 
Total OP~rating Revenues 

OPERATINC EXPENSES 
Equip. Main. & Garage 
Transportation 
Station 
Traffic Solie. & Adv. 
Insurance & Safety 
Admin. & General 
Oel)rec i at ion 
Opere Taxes & Licenses 
Operating Rents (Net) 
Total Operating Expenses 

Proposed 
Year 

$ 79,434,338 
11,651,345 
11,495,386 
1 r691.92~ 

$104,272,996 

$ 10 .. 389,654 
36,570,600 
21 .. 144,826 
3,975,365 
2,726 .. 097 

14,004,486 
2,484,016 
6,216,076 

(197,158) 
S 97,313,962 

NET OPERATING REVENUE S 6,959,034 

Provision for Income Taxes 2,921,820 

NET INCOME $ 4,037.214 

Ratio. Operating Expenses to 
Revenue .. 4 93.33% 

RatTo .. Operating Expenses & 
Income Taxes to Revenue - 1. 96.131. 

Vallejo-Napa'" 
COfT'mute 

$ (502,710) 

(6,438 ) 

$ (509,148) 

S 

s 

(30,421) 
(316,096) 

(39.533) 

(20,571 ) 
(50,065) 
(33.837) 
(36,593) 

(527, II 0.) 

Revised 
Vear-

$ 78.93 1 ,628 
17,651.34S 
11,488,948 

_ 1,691,927 
$103,763~8J,..8 

$ TO,359.233 
36.254.504 
21,105,293 
3,,975,305 
2,705,,526 

13,954.421 
2.450.179 
6,179.483 

!197, 158) 
$ 96.78~.840. 

$ 6,,977,002 

2,929,364 

$ 4,,047.638 

93 .. 281. 

96 .. 101. 

... The V~lleJo-Napa COfMIute operation exclusion is based on 1982 operating 
volumes and ~ cost levels previously allocated to this service. A~tual 
cost figures are substantially higher. . 

(Red Figure) 
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Rotenberg believes his results ot operations to be 
conservatively calculated because he gave no consideration to 
passenger diminution as a result of a rate increase. Using tables 
set torth in the Report on Separations and Allocation Procedures for 
Determining Intrastate Operating Results, developed in Case (C.) 9168 
and issued in Januar.r 1971, he stated diminution should be 
approximately 1)%; and that studies by the United States Government 

.as well as studies performed by his section indicate diminution will 
be signiticantly higher. He noted that Appendix A-6 (Table 3) is 
optimistiC in that it expresses the expectation that Greyhound will 
be allowed to discontinue its Vallejo-Napa-S~~ Francisco commute 
operation. 

Rotenberg included in his cost development a projected wage 
increase expected to occur during 198; under contractual obligations 
with the union representing Greyhound 1 s drivers. There is a cost of 
living clause in the contract, but since this tactor is not known at 
this time he used the lower of the estimates of the ~ank of America 
and the Wells Fargo Bank and arrived at an increase of 5~ tor 
December 198; over December 1982, or an average increase tor the year 
ot 2~~. He also applied an average increase of 2~ tor inflation to 
all other expense items. 

In Appendix A-4 Rotenberg presented a pro forma statement 
of California intrastate operations with adjustments for known 
increases in revenues and expenses. Under the adjustment for 
passenger revenue he showed a figure of about $4.2 million. He 
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arrived at ~his !i~re by ann~alizing an in~rasta~e ra~e increase 
received in November 1982. An indexing technique was employed in 
developing this calculation. 

Rotenberg acknowledged recent decreases in the Consumer 
Price Index and tha~ driver's wages were adjusted downward in 
response to tha~ change. 

Staff 

Erik Juul sponsored Exhibi~ 2. He ~estitied ~hat for the 
purposes of this proceeding and due to the ~ime frame imposed on the 
Commission because of the Federal ~us Regula~or.1 Re!orm Ac~ o! 1982 
(Bus Act), the s~af! has accepted Greyhound's separations and 
allocations calculations. 

With the exception of ~he 8~ intrasta~e passenger fare and 
express increases, and Greyhound's inflation estimate, which he 
excluded, Juul has accepted Greyhound's results of operations. Juul 
developed his increased intrastate passenger and express figures by 
use of a month-to-month calculation. Ris me~hod produces higher 
revenues than Greyho~d's. ($69,228,06; versus $69,07~,3;7). The 
results of his development are shown in Table 4. 
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D1souss1on 
The differences in Greyhound's request and the s~aff's 

recommendation are at~ribu~able ~o (1) ~he inclusion by Greyhound and 
exclusion by staff of expenses for infla~ion during 198~, and (2) 
methods employed for de~ermining ~r~ent annual revenue levels. 

The inflation expense was calculated by ~he s~aff in la~e
filed Exhibit 6 as $;,;4;,250. Grey~ound, by let~er dated May 17, 
1983. stated that ~he Exhibit 6 calcula~ion included supervisor,y wage 
increases based not on inflation expectations but on eompany poli~. 
But this letter is not evidence, and Greyhound did no~ ask to cross
examine on Exhibi~ 6. 

The in!la~ion fac~or of 2t% applied by Greyhound is based 
upon Bank of America and Wells Fargo Bank estimates. ~ut Greyhound's 
w1tness aoknowledged that ~here had been a recent reduction in the 
Consumer Price Index (CPI) wi~h a consequen~ sli~~t downward 
adjus~men~ in drivers' wages. We will disallow the inflation 
expenses included by Greyhound because they are spe~lative, and 
because inflation as measured by the CPI, has shown a dovnward 
trend. 

The s~aff development of Greyhound's 1983 estimated 
California intrastate revenues is more reliable than Greyhound's. It 
is based on passenger and express revenues actually received during 
the first 10 months of 1982. This revenue was increased by 8~; 

actual November and December revenues were then added. ~he Greyhound 
estimate is based on a less accurate indexing calculation. The more 
accurate revenue measurement of the stat! will be adopted. 

One further adjustment requires discussion. Greyhound's 
estimate of Vallejo-Napa commuter revenue shown in Appendix A-6 of 
Exhibit 1 is $502,710. That amount was deleted from projected 198; 
revenue on the assumption that Greyhound would be a~thor1zed to 
discontinue this commuter service in a separate proceeding 

(A.83-01-46). However, 1~s own revenue estima~e presented in the 
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discontinuance proceeding is $335,833. The expense figure calculated 
for the Vallejo commuter service is calculated by Greyhound in 
Exhibit 1 as $527,116; whereas expenses were calculated in the 
discontinuance proceeding at $611,147. Revenues and expenses for 
Vallejo presented in this general increase proceeding were determined 
on an allocation basis. In the interest of consistency and accuracy 
we will apply the more precisely developed costs and revenues 
presented by Greyhound in the discontinuance proceeding !or the 
purposes of our adopted results of operations, set forth below in 
Table 5: 
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TABLE 5 

Page 1 of 2 

19U1 C·,) 
(2) 

1983 Present Fares 
~ __ rn __ _ 

$6<1 full, 95 I $69,228,063 x1.0925 
416,600 0 

6,007,231 6,173,878 
S,OGO,9S9 5,060,859 

10,706,1g>4' 11.500,401 
1,691,9}1 1,691,927 

20!>,901 0 
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$n9,150,Ol) $93,655,128 
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13,406, ~.t7 13,391,084 

2,495,303 2/ 484,016 
5,840,10) 5,998,853 
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$93,050,65) $93, 44j,778 

• 

(Red Figure) 
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TABLE 5 

Page 2 of 2 

o.ocrlption °1982(a) 1981-present Faree 

~ ~.t,r.!,~ (1) (~) (3) . . 
19.1 Per I\LJ Va 11 ejo-Nap3 

Wlffl Coarute t.'xpm .. <;e; (tk>t Awl icable) $ 611,147 

19.2 L19 _oLt9.! 'Ibtal ~ratirq 

Expenses (wit rout 
VaUejo-Naro Camllte) $93,058,653 $ 92,832,631 
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21 L~ x (.41986)Provisions for lno;::tre ($ !, 556,765) 345,334 
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..... 
~ Operatirq Ratio 
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(Red Figure) 
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which 
93.3. 

Both Greyhound and the staf! recoccended increases in tares 
reflect cost/revenue relationships (operating ratios) of about 
This was reasonable tor the purposes of Greyhound's California 

intrastate operations based on the economic circumstances surrounding 
its last increase (D.82-10-061 , October 1982). No eVidence was 
proffered that those circumst~~ce$ were significantly different trom 
those which presently exist. In order to achieve a year end 
cost/revenue relationship of 93.;, fare increases of 9.25~ are 
necessary, as shown in our adopted results of operations. 

Dale Jensen is Greyhound's regional director of service 
development. He sponsored Exhibits 3 and 4, which indicate that 
certain of Greyhound's interstate fares between pOints in California 
range from 45~ to 80~ higher than the comparable intrastate fares. 

The purpose of this evidence is to establish a record for 
Possible later presentation to the Interstate Commerce CommiSSion. 
Greyhound alleges that the Bus Act creates a rebuttable presumption 
in favor of carriers that lower comparable intrastate fares impose ~~ 
unreasonable burden upon a carrier's interstate commerce. Greyhound 
states that, rather than requesting only a 15% rate increase, it 
COUld, under the standards of the Eus Act, request a 4~ or greater 
increase. 

- 15 -



In his Exhibit 2, Juul presented interstate tares 
applica~le between San Francisco and 27 cities located in other 
states throughout the country, ranging from $65 to 599. On a cost
per-mile oasis, these are less th~~ rates tor travel between many 
points in California. Jensen testified that the ~ares portrayed by 
Juul are ffexeursion ff fares, not cost based, o!fered only between 
certain limited points in order to meet unregulated airline 
competition. In any event, Jensen considers a comparison ot a fare 
between San Francisco and Chicago with an intrastate fare between 
Redding and Los Angeles to be invalid. 

We do not believe it is necessary for us to make !indings 
in connection with this line of evidence. We will base our decision 
concerning Greyhound's request upon the eVidence be!ore us relating 
to its current costs and revenues, and on what we consider to be a 
reasonable operating ratio for Greyhound's California intrastate 
operations at this time. We can comment, however, that the fare 
comparisons in Exhibits; and 4, while purportedly representative of 
Greyhound's California structure, are only 27 in number. We do not 
believe this limited number should be used as a baSis tor !inding 
that Greyhound's entire statewide intrastate fare structure is below 
its interstate level. 
Findings of Fact 

1. Greyhound's present California intrastate passenger fares 
were established November 1, 1982 by D.82-10-061. 

2. Gre1hound has incurred cost increases in the intervening 
period which have not been fully reflected in its current level ot 
fares. 
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3. Greyhound's results ot operations tor 1982 retlect oetore 
and after income tax operating ratios of 104.2 and 102.4, 
respectively, in connection with its California intrastate passenger 
service. 

4. Greyhound estimates 104.65 and 102.70 pre-tax and after-tax 
operating ratios, respectively, tor these operations by year-end 198) 
at present fares. Staff estimates 99.; and 99.6 operating ratios for 
the same period at present rates. 

5. Staff's estimate of Greyhound's fares during 1983 is 
calculated on revenues actually received during 1982. It is more 
accurate than the indexing method used by Greyhound tor this purpose. 

6. Greyhound included inflation costs in calculating its 
estimated expenses during 198;. ~he staff excluded these inflation 
estimates. The CFI has recently shown a downward turn, causing 
slight reductions in drivers' wages. 

7. Greyhound's more precisely determined revenue and expense 
figures for its Vallejo-San Francisco commuter service, presented in 
A.83-01-46, are more appropriate for purposes of estimating results 
ot operations during 1983. 

8. Eoth Greyhound and the staft recommend increases which will 
reflect an operating ratio of apprOXimately 93.3 at year-end 1983. 
An operating ratio of 93.3 was the oaSis for granting Greyhound's 
last intrastate passenger tare increase in Novemoer 1982. 

9. In order to achieve a year-end operating ratio of 93.3, an 
immediate increase in Greyhound's fares of 9.25~ is necessary, based 
upon our adopted results of operations shown in Table 5. 
ConclUSions of Law 

1. Greyhound should be authorized to increase Cali~ornia 
intrastate passenger fares by 9.25% and to publish the increases on 
five daysY notice to the CommiSSion and the public. 
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2. Pending the reissuance of passenger tariffs con~aining 
fares on a poin~-~o-poin~ basis, Greyhound should be au~hor1zed to 
plFace into effec~ the increases authorized herein by use of 
conversion tables. The authority on an interim basis ~o use such 
conversion tables should expire 90 days after the effective date of 
this order. 

;. Long- and short-haul relief from ~he provisions of Public 
Utilities Code (PU) § 460 necessary to establish the increased 
passenger fares and express rates should be authorized. 

4. This deciSion should be effective today since an immediate 
need for rate relief has been demonstra~ed. 

IT IS ORDERED that: 
1. Greyhound Lines, Inc. (Gre,rhound) is authorized to 

establish increases in its California intrastate passenger fares, to 
the ex~ent these increases in fares and rates do no~ exceed 9.25%, 
and minimum one-way fares do not exceed 100 cents. Wben computing 
the increased fares authorized, Greyhound's rul~ for the disposition 
of fractions shall apply subject to the following modifica~ions: 

Increased fares to be adjusted to the nearest 
cent as proposed by Greyhound, except in areas 
where exact fares are required, increased fares 
shall be adjusted to the nearest 0 or 5 cents 
(2.50 cen~s being conSidered nearest to ~he next 
higher amount ending in 0 or 5 cents). 

2. Pending establishment of the specific fares authorized in 
paragraph 1, Greyhound is authorized to make effective increases in 
passenger tares published on a point-~o-point basis by means of 
appropriate conversion tables, providing that the resulting increased 
fares do not exceed the fares authorized in paragraph 1 and that 
~ariffs containing such fares, and all other tariff changes 
previously authorized by prior orders, are republished within 90 days 
after the effective date of ~his order to eliminate the use of ~he 
conversion tables. 
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3. Tariffo tluy be tl,),dc ~ff~cti ve 0:1 not less 'than 5 days' 
notice to 'the Com~iscion and the public. 

4. ~hc a~thority nhal1 ~xpire u:11e~z exercieed ~ithin 90 cays 
after the e~fective da~e of thi~ orde~. 

5. In Ilddi tion to the recr~ired posting and filing 0-: tar1ffs, 
Greyho~nd chall give notic~ to the pu~lic by posting in !~s ~use3 and 
terminals a printed explar.ation o~ its fareo. S~ch notice shall b~ 
posted not lcso thlln 5 '~.yo before the ~ff~cti ve date o'! the i'a:-e 
changes a~d shall ~~main posted for a period of not less than 30 day~. 

6. Grcyho~nd in e=tabli:h1ng an' c~int~ining the fares 
aut~orized is authorize, to aepart f~o~, the provi~ion3 of FU Code 
§ 460 to the extent necessary to adj~st lone- and short-haul 
d0~ar~urC3 now maintain~d under c~tstanding a~~ho~iza~1on; s~ch 
outotandine a~thoriz~tio~ 10 ~oai!icc only to ~he ex~e~~ neceeoary to 
cocply with this orde~; and ochec~les contin~i~g ~he rates published 
'"0.'" 1'\" tho!'" "'·· .. ·no .. ~""v .. '",.,.,", "''''ke "'e"'"j')"'u,,",cp "'0 ... ·ne '!'I"'~ 0'" O ... dA ..... \A, '-" ...... .;, .... '"'"y ........ '" .;, ..... 0. ........ .6,ioI.~ ... _ ."".,'\J"" ... ." 1,1 v l-' .... ... ..,ilti;1 e authorizing long- a.nd ohort-ha-.:.l depa:"t\:.res a!'lc' ~o 'this oree:. 

This or~~rti<_ef~~~tive ~oday. 
Dat~d ... UN t:> ,983 p:lt Sa!l ?rnnc:I.sco,. California. 
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