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QP'XNXON 

This deQision finds th~t a wor~ly competitive market 
exists in the general freight trucking industry and adopts a 
flexi~le regulatory program which allows the efficiencies of the 
market place to determine transportation rates. In addition to the 
tlexi~le rate program a n~er ot safeguards are adopted to ensure 
the public is provided sate" reli~le service at reason~le, 
nondiscriminatory rates. These safeguards include some limitations 
on rates, a monitoring program, a minimum level of service 
requirement tor C01'Dl\\on carriers-" a requirement that all rates and 
associated ,discounts ~e filed and avail~le tor p~lie inspection, 
and a toll free telephone n~er for verifying earrieroperating 
authority~ 

We ~elieve this appro~ch provides the ~enetits of 
competition with the control of regulation only where needed~ 
Carriers will ~e ~le to openly compete for eustomers~ ~ut not 
allowed to discriminate without justification. Shippers will be 
free to have service tailored to their needs f and the trucking 
industry will be able to, respond to market pressures rather than 
regulatory mechanisms. We fully expect the dyn~ies of 
California's, economy to ~e matched by the dynamics ot general 
treight trucking, with the p~lic the main benetactor of a more 
responsive and efficient industry. safety will not be compromised 
in this achievement. commission initiated and legislatively 
mandated programs will be in place to· provide the public with 
direct regulation and en!orcement of safety standards. 

Under our flexi~le program, common carriers will ~e 
allowed rate freedom within a zone of reason~leness_ The upper 
end of the zone is a 10% cap on rate increases; the lower ~ound is ~ 
carrier-specific variable costs., Common carrier rate changes 
outside the zone and collectively set rates require a formal 
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application with appropriate justification. Contract carriers are 
not restricted by the zone in establishing rates, but may not set ~ 

prices lower than their variable costs. To-minimize direct 
competition between common and contract carriers, contract carriers 
are only authorized to, enter into special contracts which provide 
for a special relationship between the carrier and the ,shipper or 
for service not normally proviced under common carrier tariffs. 
All rates and contracts must be filed with the Commission. 
However, common carrier rate changes not requiring' an application 
are effeetive on 10 days' not~ce. SpeCial contracts are effective 
after 20 days' notice. 

SUbhaulers are subject to a division of revenues (between 
pr:i.:me carrier and subhauler) to, be deter1nined atter additional 
hearings. 
Background 

The issues raised in this proceeding were first addressed 
in Case (C.) S436" at al .. , and later in Decision (D .. ) 90663, dated 
August 14, 1979. That deeision set up' a five-year transition 
period which resulted in the initial opening of entry into the 
general eoItllnodities, common carriage field for thousands of 
California permitted carriers. With passage of the five-year 
transition period, I.84-0S-048 was opened. That investigation 
included 23 h~aring days, testimony from many segments 0,: the 
transportation community, and. an en l:>anc oral argument. Finally, 
D.86-04-04S, dated April 16, 1986'1 adopted the present regulatory 
program as represented in General Order «(;.0., 147-A., Before its 
adoption in 0.86,-12-102, G.O. ~147-A was the subject ot extensive 
workshops conducted by the Commission's Transportation Division 
staff. 

G.O. 147-A implemented a system of carrier-made rates, a 
rate window, rate exempt dedicated equipment contracts, and the 
imposition of a Truck Freight Cost Index (TFCI) that impacts rates 
for common and contract carriers in california~ Additionally, the 

- 3 -



.. ' 

• 

• 

• 

I.88-08-046 AI:1/FSF j'j ... 

deeision set up a new proce~ure tor tuture justification of reduced 
rates and the review of rate reductions that, were 9ranted durin9 
the transition period~ 

It should be clear to the truckin9 industry that the 
progression of our attempts to meet the chan9ing situation in 
California intrastate transportation has been developing over an 
extensive perio~. Our movement toward relaxed rate requlation has 
not been easy,. but the issues have been repeatedly addressed and 
the parties have had ample opportunity to a$se~le their evidence 
and develop the record. 

Aside from the fact that this proeeeding is only part of 
a continuing progression o·f investigations,. this is not a 
proceeding that contemplates total deregulation. 'the proposals 
which have been presented are premised on the Commission retaining 
jurisdiction over the carriers operating in the State. This would 
be consistent 'with our treatment ot various aspects of speeialized. 
transportation sueh as fresh f~its an~ vegetables and tank truck 
operations, Which were released from rate regulation only. 
Et9Ce¢gral HistorY 

On Oecember 16, 1987 an order was issued setting en b'ane 
hearings to consider the State's· requlation of the for-hire 
trucking' industry.. This included consideration of all sectors in 
the trucking industry" not just g'eneral freight. En banc hearings 
wE7re held in San Francisco on March. 10 and 11, 1988 and in Los 
Ang'eles on March 18, 1988. At those hearings panels of experts and 
a parade of witnesses, including the Conunission's oivision of 
Ratepayer Advocates (ORA), expressed concerns about the requlation 
ot the tor-hire truckin9 industry. 

On August 2-4,. 1988, Order Instituting Investigation (I.) 
88-08-046 an investigation into the requlation of general freight 
transportation by truck was issued~ 1.88-08-046 identified. the 
Commission's reg'Ulatory o:Cjeetives and. invited a thorough re
examination of the current scheme of regulation. Prehearing 
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conferences which esta~lished proce~ural rules were beld on 
September 14, 1988 and Octo~er 17, 1988., 

Fifty-four days of evidentiary hearing'S commenced on 
. November 7, 1988 and concluded on February 24~ 198,9. Additionally, 

two pUblic comment hearings were held, one in ,LoS Angeles on 
Oeceml:ler 5, 1988 and. the other in San Francisco- on Decel'llber 12, 
1988. The 56 volumes of transcripts totaled 7,286 pages .. . 

The appearance list includ.es 59 individuals and 
organizations, 18 ot which submitted briefs. One hundred six 
witnesses offered testimony including 19 rebuttal witnesses. A 
total of 186· exhibits and 13 reference items were received. 

In accordance with § 3·1l,. the proposed- decision ot ALJ 

Ferraro was mailed on June 6" 1989. Com:ments were received trom 16 
parties. These have been reviewed and carefully considered by the 
Commission. Many changes induced ~y the comments and during our 
own deliberations have been incorporated into· the final decision. 
Eositions ot tbe Parties 

Below is a description ot each party's position with 
respect to rate regulation. The parties stronqlY disa9reed on the 
proper amount of rate regulation for the qeneral frei9ht truckin9 
industry. Their positions spanned the continuum from total 
deregulation to rigid rate requlation. In addition to the main 
issue of rate regulation, parties also addressed the closely 
related issues of:' collective ratemaking" sul:>haulin9, safety I and 
credit rules~ Each issue is discussed in a separate section. 

glitorDiA Trucking Assoeia3;ion <CTA) 
eTA is, one of the largest and most active trueking 

organizations in the State, with about 2,5-00 members. C'rA eonducts 
programs on management and truck safety, has local and statewide 
committees which address important truCking issues, and engages in 
lobbyin9 activities on b~ehalf of its, members. 

CTA recommends. increased' economiC requlation tor a stable 
industry capable of meeting the state's needs. Additionally, C'l'A 
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tears rate deregulation will cause rate discriminati~n, a reduction 
in service to small shippers and rur~l communities,. increased 
highway accidents, and an increase in highway congestion and air 
pollution. It the market is allowed to- set transportation rates, 
CTA argues that the Commission would give advantage to large volume 
shippers and high-volume traftic lanes. 

According to- CTA, during relaxed rate regulation (1980-
1986) shippers, using market power,. forced carriers to lower rates. 
This resulted in reduced ~arrier revenues and discouraged capital 
investment.. General freight carriers suffered :major losses of 
capital which manifested themselves in bankruptcies, exit from the 
industry, older equipment,. and lower wages. The large n~er of 
bankrupt~ies and firms exiting the industry during this transition 
period resulted in poor quality service to some shippers and 
general instability in the industry.. CTA states that lower 
trucking rates in the transition period: (1) increased shipper 
profits by nearly $1 billion, (2) were not passed through to· 
consumers, and (3) continued until the eurrent regulatory progral::l 
was instituted. 

CTA points out that in 1986 California carriers received 
a 10% rate increase,. the first general rate increase in the 
Commission tariffs since 1980.. 'this leO. to- reinvestment in 
trucking equipment and employee drivers.. To plunge these carriers 
~acX into cutthroat rate competition would cause disastrously low 
profit margins, impossible debt-to-asset ratios,. and increase the 
o.i!ficulty of attracting new capital~ Furthermore, market-set 
rates lead to overcapacity; carriers expand :fleets and duplicate 
services in an attempt to- increase market share. This results in 
an extra cost th~t society eventually pays tor in pollution, 
congestion,. and higher rates to· shippers without market power. 

CTA also· asserts that the less-than-truckload (LTL) 
industry has large economies of scale which support preo.atory 
behavior. CTA points to the signiticant concentration in the 
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interstate LTL inQ~stry since ra~e deregulation in 1960 as evi4ence 
of this behavi'Or. Additionally.,. CTA cites examples of rate 
4iscrimination in rate 4eregulated markets by Interstate Commerce 
Co~~ission (ICC) carriers, and lost service and increased rates to, 
rural sh.ippers~ C'tA believes that:. (1) secret rates. and discounts 
prevalent under derequlation prevent shippers from making infor.med 
deois,ions and effeotively bargaining for rates" and. (2) service to 
rural areas does not always support multiple oarriers,. which 
without rate regulation will result in shippers paying-monopolY 
prices .. 

Acoording to, C1'A, highway safety has also suffered 
beoause of relaxed rate regulation.. C1'A olaims reductions in rates 
have lead to the use of older and inadequately maintained 
equipment, lower driver wages, and inadequately trained and 
emotionally unsuited drivers. C1'A states that truck drivers are 
identified as the primary oause of over 90% of truck-at-fault 
accidents and argues that a direct connection exists between rate 
regulation and high.way safety.. Additionally~ eTA believes that 
carriers in poor financial condition will delay needed maintenance, 
hire poor quality drivers,. and operate in an unsafe manner. 

In another area related to, motor carrier infrastructure, 
CTA oites the recent enaotment of SB 151 (Stats. 1987,. eh. 1201) 
whioh gave the South Coast Air Quality Management Oistrict 
(Oistrict) authority to restriot traffic within its jurisdiction. 
The law also provides for the formation of other jurisdictions 
throughout the state.. Among the proposals being considered by the 
District are peak period fee assessment, traffic 4iversion, 
requiring carriers to, retrOfit eq'olipment with engines wh.ich bum 
clean :fuel, and outrigh.t bans. Aclditionally, the City of Los 
Anqeles has proposed ordinances and the California Air Resources 
Board has adopted guidelines for restricting truck,traffic to 
minimize air pollution .. C1'A claims, this threatens. free access ,to 
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California's freight transportation infrastructure an~ recommends 
Commission action to reduce the involvement of local jurisclictions. 

CTA's proposed regulatory program will require all common 
carriers to tile rates through. tariff ~ureaus, grantecl P1.1blic 
Utilities (PU) § 496 antitrust immunity. Within the ~ureaus, 
individual carriers will have the right ot independent action. 
Proponents of any change in a common carrier rate must either be a 
tari!f ~ureau mel'lWer carrier whose traffic is directly affected, or 
an affected freight ~ill payer. All ~ureau rate changes must 
receive Commission approval before publication. All common 
carriers must publish rates to' all points and places in their 
service area.. Cost justifications for rate changes shall include 
the costs of operating in compliance with all State and Federal 
la· .... s including: the speed limit,. hours o·f service limitations 
(inclucling waiting or delay times), and compliance with weight 
regulations .. 

Contract carriers will be required to tile contracts with
the Commission. Rate increases may be filed on one day's notice 
and rate reductions· must be filed, on 30 days' notice~ measured from 
the date of pu~lication in the Commission's Transportation 
Calendar. Rate reductions must ~e cost-justified under the same 
rules as common carrier cost 'justifications. All contracts must 
include a provision which makes the shipper co-liable for all 
accidents arising from the carrier's performance for the contract 
shipper. A carrier would have no limit on the n~er of non
dedicated contracts it may enter. 

Contract carriers will be limited 
contracts.. '1'0 be eligi:ble to use dedicated 
carrier must meet the following conclitions: 

to three declicated 
contracts a contract 

(1) only carrier 
employees or subhaulers paicl in accorclance with a cost-justified 
settlement schedule may be used,. (2') ~alanee sheet assets must be 
at least 1.4 times greater than current liabilities,. (3) labor cost 
on the earrier';s. income statement must meet the la~or ratio test,. 
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(4) at least 50% ot the carrier's revenue must be earned. trom 
intrastate California transportation, and. (S) a driver selection 
and training program, and an equipment maintenance, repair and. 
replacement program must be in place. 

Additionally, carriers wishing' to use cost justifications 
and dedicated contracts must place,. at an accept~le level, in a 
measurement device called a satety score. The safety score 
examines financial and operating d~ta that CTA studies claim are 
correlated. to highway satety. An acceptable safety score is one in 
the top two-thirds of all motor carriers. Common or contract 
carriers who are ranked in the bottom third must provide a cost 
justitication which demonstrates the reduced rate will measurably 
improve at least one o·t the tour ele:nents ot the safety score. 
This improvement must be sufficient to· move the carrier out of the 
bottom third. Contract carriers wishing to· use dedicated contracts 
must have a satety score in the upper half ot all carriers. More 
details on the safety score will be provid.ed. in the safety section •. 

The current proqrams tor the TFCI~ prevailinq wage, rate 
window, and rules tor meeting a competitor's rate remain unchanged. 
Subhauler rates would be regulated and subhaulers paid. in 
accordance with a cost-justitied rate schedule. More detail or. 
CTA's proposals for sUbhauler regulation is contained in the 
subhauling section. 

AdbHoc Carrie~~ Committee (bd Hoe) 

Ad. HOC, a coalition ot motor carriers and others in the 
transportation industry, was formed tor the purpose ot 
participating in the investigation of qeneral freiqht motor carrier 
requlation. Ad Hoc presented numerous witnesses including an . 
accounting pro·tessional,. equipment sales representatives, a 
subhauler, a prime hauler and several transportation consultants. 
The testimony o·ffered covered a broad spectrum Of .. economic and 
policy issues, but only two· witnesses submitted s~eci!ie 
recommendations • 
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Ad Hoc believes the issues addressed in this OIl were' 
adequately examined in prior proceedings, and general freight motor 
carriers have achieved a limited d~9ree of stability and tinancial 
benefits under the current regulatory program. ~o seek major 
changes at this time is premature and the industry should be given 
a full opportunity to make the current program work. 

Ad Hoc does recommend some fine tuning to the existing 
regulatory program in areas that have been identified as problems. 
In two instances, Ad Hoc witnesses differ on the modifications that 
should be made: rate window filings and competitive rate filings 
under G.O .. l47-A. One r~commendation tor rate window filings would 
discontinue the filings because they are more of a burden than a 
benefit.. The other recommendation would continue rate window 
filings without change because they are wor~in9.satistactorily tor 
both carriers and shippers,.. There is also a conflict with. Ad Hoc's 
recommendations for competitive rate tilings •. o~e continues the 
filings with no changes since the provisions contain several 
protections. against abuse of the privilege, and the other continues 
the filings, but allows existing carriers to meet competitive rates 
without having previously handled the traffic. 

Ad Hoc proposes that existing common carriers be allowed 
to lower rates to meet a competitor's GACC rates without cost 
justification. ~his recommendation addresses the competitive 
advantage of new common carriers and existing contract carriers. 
These carriers can file any existing. GACC rate without cost 
justification, while existing common carriers must cost-justify the 
same rate. Ad Hoc's proposal would eliminate this competitive 
advantage •. 

Ad Ho'c also recommends that the TFCI" dedicat'ed . 
contracts, and cost justifications be retained with a sincere 
eftort on the part of Commission statf and the. industry to educate 
carriers. and shippers on the requirements. Additionally, Ad Hoc 
requests an investigation into-discounts because discriminatory and 
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preferential discounts are illegal, i~proper, and contrary to the 
interests of consumers. 

In support of its recommendations Ad Hoc concludes that 
deregulation will result in the following: 

1. Lower rates to, larger shippers and higher 
rates to, smaller shippers. 

2. An increase in total intrastate 
t~ansportation costs. 

3. Increased profits for major shippers. 

4. A decrease in the ability of intrastate 
carriers to attract capital. 

S. Drivers and subhaulers workinq excessive 
hours at illegal speeds. 

6. Reduced expenditures for vehicle 
maintenance and safety .. 

7. An increase in the average a~e of equipment 
utilized by intrastate tor-h.re motor 
carriers licensed by this Commission. 

s. Diminished availability and frequency of 
motor carrier services to small towns and 
rural areas. 

Al though Ad Hoc makes reconunendat,ions for changes or 
modifications to the current progralIl, it does not specifically 
outline the steps that should be taken to ~ftect the changes. Ad 
Hoc believes it is in the best interest of ·~e State's economy to 
give the existing program a chance to work~ and urges the 

Commission to address regulatory issues within the scope of the 
current program rather than adopting a new' regulatory program. 

California Teamsters Pybllsc Attairs COuncil' (TeMs:ter~l 
Teamsters supports the continuation of the current 

program, with some modifications, and specifically opposes less 
restrictive rate regulation. Teamsters believe large shippers have 
benefited from deregulation through lower shipping rates and 
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C]reater market clout,. but that those bene~its do not balance the 
neqative social and economic consequences. In its view both 
interstate deregulation and the period of relaxed rate regul~tion 
in California (1980 and 1986), caused enormous economic disruption 
in previously stable markets·., 'l'his had. partieularly d.isastrous 
consequences for small shippers, highway safety,. and. industry 
employees. 

'l'eamsters addresses the neC]ative effects of lessened rate 
regulation,. and argues that no evidenee has been advanced to show 
the cost-justified. rate system now in effect produces 
noncompetitive rates, Hmonopoly rentsH for workers, or any of the 
other problems allegedly suffered by shippers prior to 1980. 
Teamsters states that labor (partieularly union labor) shouldered 
much of the economie burden of deregulation. Many' employees were 
forced to accept pay cuts, increased work hours". and a decline in 
working conditions. Workers who had been steadily employed for 
decades found themselves unempJ.'oyed. or underemployed while others 
lost health care or pension benefits for themselves· and. their 
families. This loss of benefits placesad.ditional burdens on 
taxpayer supported services~ rather than carrier supported plans. 

Teamsters also focused its attention on the relationship 
between economies,. highway safety, and the impact of interstate 
derequlation. While freely admitting there is no simple 
correlation to be made between highway safety and deregulation, 
'l'eamsters argues the economic pressures brought on by deregulation 
have a eo finite impact on certain factors related to truck 
accidents. These impacts,include:: (1) delays in new equipment 
purchases, (2) deferred vehicle maintenance,. (3) poor manag-ement 
and personnel practices, and (4) unsafe operating praetices .. 

'l'eamsters proposes the eurrent rate re~lation progra~ b~ 
modified in three areas. First, the TFC1 should' be upc1ated :more 
than once a year' tor labor and other .fixed costs.. Second.,. the 
PreVailing- WaC]e Report sbould be revised to· exclude earriers who 
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pay drivers minimum wage and to include nondriver employees as a 
secondary labor cost. Finally, Teamsters advocates a fixed 
division of revenues ~etween s~haulers and prime carriers, with 
prime carriers compensated only for their eosts. Prime. earriers 
would be required to pay sUbhaulers rates whieh are eost-justified 
using subhauler costs. Teamsters' recommendations for subhauling 
are discussed in more detail in the subhauling section. 

Highway Carriers Associ~tiontwillig lre~t Lines tHeA) 
Highway Carriers Association ,is an organization of 

approximately 600 small carriers~ and Willig Freight Lines is a 
large LTL carrier with both interstate an~ intrastate operating 
authority. 

HCA says this proeeeding is· unnecessary and should not 
have been underta~en because the current regulatory program is the 
result of a recent and extensive inqu~ry into therequlation of 
general freig'ht., RCA. believes the existing program contains, 
defects, but maintains that the remedies are relatively simple and 
straightforward and do· not warrant a complete overhaul~ HCA 
advocates instituting the modifications to G.O. 147-A recommended 
by the Col'tllTlission staff in November 1987. These recommendations 
would: 

1. Allow generally appli'cable conuuon carrier 
rates to be pUb11shed by eXisting common 
carriers, not merely new common carriers 
and contract carrier competitors. 

2. Remove the requirement that a carrier 
already be handling the traffic in order to 
meet the rates of a competitor. 

3. Create a provision whereDY carriers could 
make minor changes to· tariffs without 
having to :file a cost j.ustitication or a 
formal application .. 

An additional problelTl.with the existing' program oecurred 
when. carriers were required to transfer rates from transition 
tariffs (pre-l986) to individual puDlic,ations or bureau tariffs • 
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Many smaller carriers could not afford to tile all former rates 
simultaneously and chose to file simplified tariffs~ However, once 
an initial tiling was made,. subsequent cha~ges required Commission 
authority. Untortunately, many carriers did not become aware of 
this until after their actions limited their options. 

RCA also recommends clarification of the TFCI. A literal 
interpretation has resulted in application of the tTL index to 
thousan4s of TL rates published on. a "per unit" or "per ~ileH 
basis. HCA has also identified a nUl'l1ber Of technical refinements 
to the TFCI which should be addressed. 

In response to the proponents of flexible rate regulation 
RCA argues that: 

1. Shippers do not pay more in California than 
elsewhere .. 

2. Shippers are not moving out of california, 
they are moving into the State. 

3. Consumers will not pay less when trucking 
rates decline. 

4. Just-in-time production concepts have been 
in Calitornia tor many years. 

5. Flexible rate regulation would create 
inequities betWeen competing classes and 
undermine the common carrier system. 

6. tess rate regulation will have a 
signiticant detrimental etteet on safety. 

Finally, RCA urges a fine tuning· of the exist:i.ng program 
to allo~ the industry to continue on the course of est~lishing 
competitive,. carrier-set, cost-based rates. 

Parti~s .Represented by Ed.ward. ;r. HegartY. ClIeqar'tV) 

Hegarty represents the California Carriers Association 
and the California Oump Truck Owners Association. Hegarty raises 
numerous legal arguments in support of the existing regulatory 
program • These are addressed in the legal section below.' 
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Ad.d.itionally, Hegarty points out that the classification 
of freight as either general or d.ump truck is an issue in C.5437, 
OSH 323 and. should. not ~e litigated. in this proceeding. We agree 
with Hegarty on this matter and will leave the c~assification of 
freight to ~e resolved in C •. 5437,. OSH. 323. 

We~_Coast Freight Tariff Bureau (WCfTBl 
WCF'I'B supports the current regulatory program because it 

preserves rate sta~ility and. ensures· a stable truc~ting industry. 
WCF'I'B says the trucking industry was financially hurt by the 
transition period and that small companies will be forced out ot 

. business by destructive and predatory pricing if rate regulation is 
significantly reduced or eliminated. 

According to WCF'I'B, DRA"s proposal is discriminatory and 
unfair to common carriers. Common carriers are required to, file 
rates while contract carriers are not. 'I'hispresents an unfair 
competitive environment between common and contract carriers. 

Finally, WCF'I'B supports continuing the current re9"Ulatory 
program with the following' modifications: (.1) allow existing 

I 

carriers to file new GACC rates·, and (2) allow all carriers to meet. 
the rates of competitors with a cost justi~ication within 60 days. 
WCF'I'B also supports carriers having the choice of. individual 
tariffs r agency tariffs,or sUbscri~ing to· a tar~tt ~ureau which 
has antitrust il!\l!lunity in accordance with PO § 4~6. 

Pacitie *~2X' Tari,tf :ay,r~au CPMTBt 
PM'I'B represents approximately 300 carriers,. the majority 

of which are small and file only intrastate rates. PM'rB argues 
that the current program has ~Qen in ettect only two years and 
should not be overhauled. 

Further.more~ PMTB· believes that large shippers and 
carriers which propose fle~i~le or no rate regul~tion are motivate~ 
by selt-interest.. Under their proposals" large shippers will be in 
a superior bargaining position for preferential :ates and large 
carriers will enter. new markets intent on domination or 
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destruction. In contrast, small family-owned carriers are 
interested in safeguarding their livelihood through rate regulation 
and small shippers without bargaining power seek Commission 
protection. 

According to PMTB, the Commission has the responsi~ility 
to make a decision in the best interests o·f the public by ensuring 
a transportation system that is safe, efficient, and offers 
adequate service levels. With some minor adjustments, PMTB 
believes the current regulatory program meets these objectives. 
Since PM'rS modifications to the current prograIn parallel those of 
HeA, they will not be repeated .. 

Cal-We~ TAriff Bureau CCWlB) 
CW'l'B represents approximately 500 members which have 

operating authority from the Commission. CWTB·:; (1) advocates 
retention of the current system with some modifications, 
(2) believes the present system creates a competitive environment, 
is reasona~le, .. and allows rate flexi~ility, and (3) asserts that 
regulatory change woulci adversely affect the industry and the 
p\1l:l1ic. 

The testimony of CW'l'B describes the problems experienced 
by carriers c1urinq the period of rate fle~ib·ilitYI 1980 through 
1986. Its witnesses recounted situations in which they were 
compelled to o,ffer excessive rate reductions to retain business. 
One witness, who· provides repair services. to lIIany carriers, 
testified that equipment is not being maintained properly ~ecause 
deregulation reduced revenues. 

Furthermore, CW'l'B states that contract and common 
carriers currently compete for 'Che same traffic, ~ut economic 
derequlation ot contract carriers would result in pre~atory pricin9 
practices and prejudicial pricing in favor Of. large Volume 
shippers. This would prevent' common carriers from competin9 for 
favorable' 'traffic and torce the common carrier in~ustry into' 
~an.kruptcyp 
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CWTB supports a regulatory policy that will ~e uniform ~ 
its application and entorcement and will ensure adequate service 
without discriminatory rates.. To accomplish this", CWTB believes 
the current rate regulation program must ~e continued for both 
common and contract carriers. However, CWTB recommends the 
following steps to tine-tune the existing program: 

1. Cost justifications applicable for only' one 
year. 

2. Common carriers allowed to reduce rates to 
meet other carrier GACC rates. 

3. Elimination of the' requirement that a 
carrier already handle traffic to meet the 
cost-justified rate of a competitor. 

4. Published, guidelines for cost-justifying 
rates. 

5., Strict enforcement of the Commission rules 
and regulations • 

6.. Review ot the regulatory proqraln tive 
months, after this decision. 

NatioD~l Motor Freight Tariff ~ociation ~) 
NMFTA is a Virginia based tariff association with 

approximately 7,.000participatinq carriers, 188 of whieh have 
intrastate operations in California. ,NMM"A publishes the National 
Motor Freight Classification,. whieh it tiles with the Interstate 
Commerce Conunission (ICC) and 42 state regulatory agencies, 
including this conunission. 

The primary issues addressed by ~A are: (1) whether 
there is a link between ecoaomic regulation and motor carrier 
safety, and (2) t~e effect elimination of motor carrier rate 
requlation would have on the California trucking industry' 
inf:t"astructure. NMF'I'Astates there is, c1etinite linkage between 
economic regulation and safety, with p,ar:tial or eomplete 
elimination ot motor'carrier regulation resulting in a' 
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deterioration in highway safety. The elimination of interstate 
motor carrier re9Ulation has also adversely affected the tinancial 
stabil·i ty of the trucking ind.ustry f resulting in poor service 
and/or high rates to small shippers and communities. Shippers ot 
difticult to handle commodities have ~een lett with no public 
service. Undesirable freight has been shunned and./or used. to 
subsidize the red.uced rates obtained by the tavorite few. 
Excessive competition has driven esta):)lished. carriers out ot 
business and. causes many carriers to· operate at rates which do, not 
meet their costs. 

NMFTA argues that the interstate experience has taught 
that economic pressures,. created by rate discounting and excessive 
competition, give rise to satety prol:>lems due to reduced 
maintenance expenditures,. the inability to purchase new equipment, 
and. reducecl driver wages. Under the interstate system, 'pUblished 
discounts are otten below cost and do, not indicate to whom they 
apply. Some shippers have pressured carriers to· establish 
arrangements whereby the shippers are paid the pUblished discount 
even though they eo not pay the freight bill. 

NMFTA submits that the interstate system has produced 
preterential and discriminatory rate practices and if California 
abandons rigid rate regulation it would experience similar effects. 
Regulatory control, economic and otherwise,. over 1I1otor comon and. 
contract carriage is absolutely essential to· the success of 
Calitornia's intrastate transportation system. NMFTA believes that 
while the current pro~ram may require additional fine-tuning, its 
regulatory objectives are soune. Further i~plementation and 
experience with this program should occur before the industry and 
the public are subjected to disruptive policy Changes. 

tolger Athearn. Jr. (Athearn) 

AthQarn is a transportation consultant who appeared on 
behalt of himselt and testified tor Ad Hoc. Athearn arques that 
the tederal experiment in transportation deregulation has· resulted. 
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in a decrease in the availa~ility ot tull service motor common 
carriers, which are essential to small ~usinesses and small rural 
communities.. 'I'his conclusi'on was drawn trom Athearn's analysis 
whieh determineQ the n~er.ot common carriers having authority to 
serve Calitornia's county seats declined by 4S% trom 19S2 to 19S8. 

Athearn also states that tull service motor carriers have 
: 

been unable to· resist the economic pressure to charge their major 
corporate customers lower rates or grant higher discounts while 
charging' small business more for the same service. This 
discrimination has placed small businesses and small rural 
communities at a disadvantaqe that cannot be explaineo. by 
o.itferences in the cost of transportation sertice .. 

Finally,. Athearn is opposec:! to common carriers publishinq 
rates tor specitically named customers or predicating rates on 
meaningless bill o,t lading certiticates.. Secret rates in 
confidential contracts are not in the public interest. Athearn 
believes, that carriers should not be allowed to hold both common 
and contract authority and the only way to· prevent discrimination 
is to require carriers to, publish their rates .. 

l\eT;ran 
Ac'I'ran is a consulting tirm primarily involved with 

interstate and intrastate transportation rate analysis .. AC'I'ran 
supports the current regulatory program and identitied a n~er ot 
problems that exist in the interstate derequlated market.. ~ong 

the specific ills are unsafe driving practices Que to reduceQ rates 
a?d the use ot rebates and kickbacks.. Another serious problem is 
the tiling of rates.. Contract carriers are not required to tile 
rates and common carrier tilinq requirements are not enforced. 
Finally, Ac'I'ran Submitted a comparisor; otinterstate and i:ctrastate 
ra~es and expressed concern over the' trend toward monopolization of 
the trucking industry • 
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Parties RE::Qre.sen;tsd by Gary BAas (HMSl 

Haas represents three carriers: cooper Fine Line 
Transport, Oolo-Chem Transport,. Inc~, and Great American Transport. 
These carriers testified in support of rate requlation, but 
criticized the implementation of the current program. 'l'hey also 
object to ina~equate entorcement an~ oppose rules which favor large 
carriers over small carriers .. 

Pi v.isi.on....ot Rmpayer Adv.QCat¢:i (DBA) 

ORA.. is a separate eivision within the Commission assigned. 
to investigate, d.evelop, and. promote policy positions tor the 
public in general,. and ratepayers specitically. As its name 
suggests, ORA. represents the interests ot those who pay the rates, 
including shippers, consignees,. and ultimate co~sUlllers of the C]oods 
shipped. ORA. is also interested in the welfare of the truckinC] 
ind.ustry, but wants the greatest value at the lowest price, 
consistent with sate, reliable service .. 

ORA states that general freight transportation is an 
essential service to commerce,' industry, and the public at large. 
Howe~er, its tendency is not toward a natural monopoly and. d.oes not 
req\lire unique access such as transmission lines. Historically~ 

trucking regulation has d.ittered from regulation of classic 
monopolies (gas,. electric, telephone, and water utilities)... The 
rates set by the Commission have been minilnum rates rather than 
fixed rates, and this protected the ind.ustry rather than· the 
consumer. Although the current system tor general treight is not 
traditional minimum rate regulation, it still protects the 
industry •. 

Ad.ditionally, ORA.. claims the rationale for this 
protective regulation has :been to avo·id the ne9'ative effects of 
exeessive competition, rather than the negative effects ,of 
insutficient competition. Those advancin9' rigid rate regulation 
assert two types of harm may result from less regulation: 
predatory pricing and destructive competition. The arguments for 
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retaining this protective regulation come mainly from trucking 
companies. 'I'hey seek four different. kinds of protection: 

1. Protection from themselves: truckers are 
incapal:>le of calculating their own costs 
an~/or unable to· be restrained by· market 
forces~ 

2. Protection from each other: truckers are 
so rapacious they will consume each other 
or drive each other out of business .. 

3. Protection trom shippers~ large shippers 
will be al:>le to drive transportation prices 
below cost. 

4. Protection tor the pul:)lic: consumers will 
ultimately pay higher prices, service will 
deteriorate~ and the highway~ will be 
unsafe. . 

According to· ORA, these protections are founded on 
unreasonable assumptions. 'I'he arqulllents espoused by ~hose favoring 
rigid rate regulation are inconsistent with economic theory, 
practical experience r and common sense. Furthermore~ rate 
regulation has never o.irectly controlleo. ,. or ao.equately ao.o.ressed 
safety and service •. 

ORA is convince~ that economic regulation interferes with 
the efficient operation of market· forces and imposes unwarranteo. 
regulatory costs on carriers which are passeo. on to shippers ano. 
ultimate consumers. The regulatory process also· prevents prices 
an~ service from rapio.ly responding to changes in the market. 
pricing based on average or representative carrier costs 
contributes to inefficiencies and prevents new entrants from 
exerting competitive pressure on existing carriers •. 

By contrast, ORA believes California consumers will enjoy 
sUbstantial benefits if general freight rate regulation is relaxed. 
Relaxed regulation will encourage competition in the marketplace,. 
creating strong incentives to minimize carrier costsan~ increase 
service options. Increased competition will reduce transportation 
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prices through lower carrier profits t lower la~or costs (more 
efficient deployment; not necessarily lower wages), and more 
efficient operations. 

Other than pricing !lexi~ility and service availability, 
safety on the highways is the primary ~oncern of ORA. Proponents 
of rigid rate regulation argue that relaxed rate regulation will 
result in unsate practices and greater risks on the highways for 
carriers, shippers,. and the public at lar~e.. However,. ORA states 
that rate regulation has never required direct expenditures on 
safety_ Moreover, a review of the safety literature and the best 
available information does not support the clai~ed link between 
rate requlation and highway satety. This body of information 
indicates that direct enforcement of safety regulations has the 
greatest impact on highway safety .. 

ORA argues that motor carrier safety pays and responsible 
carriers seeking to operate profitably will operate consistent with 
t.his principle.. The benefits o·f safety (~reater pr.ofits) far 
outweigh the' consequences o,f unsafe· operations (financial losses 
and. increased insurance rates). ORA. concludes that direct safety 
enforcement is the most cost-effective method of protecting the 
public from irresponsible carriers. 

ORA also asserts its proposed regulatory program will 
enb.ance competition in the trucking ind.ustry,. red'o;).ce transportation 
rates and ~e cost of goods sold in California,. and improve 
transportation service.. The proposed program is a two-phase 
approach. The first or interim phase relaxes current rate 
requlations, ane the final phase removes~. (1) most controls over 
contract carriers, and. (2) controls over common carriers, 
consistent with constitutional and statutory requirements. 

The interim phase would. ret~rn the carrier industry to 
the eirection of the 1980 through 1986 transition period with 
additional rate freedo~. RAtes of common. and contract carriers 
wou'14 be filed with the commission. Rates'; lawfully on file with 
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the Commission when the program is implemented would continue in 
effect. New carriers could establish rates to meet any other 
carrier's rates immed.iately upon filing,. with the exception that. 
common carriers could not meet contract rates. Common carrier 
rates on file could be increased and/or decreased once in a 
calendar quarter up, to 5%, effective on the date filed~ Increases 
of more than 5% would require a formal application. Contract 
carrier rates could be decreased in the same manner as common 
carrier rates~ There would be no limit on contract carrier 
increases. 

Common and contract carrier rates could be decreased by 
more than 5% by filing the rates on 30 days' notice. These filings 
would ~e listed on the Commission's Transportation Calendar. All 
rates are subject to complaint by affected parties. who bear the 
burden of proof o· Rates in formal 'applications are subject to 
protest. The burden of proof for rates subject to, protest rests 
with. the proponent o,f the rates.' 

Collective ratemaking would continue pursuant to' current 
statute and G.O. 154. 

In the final phase, common carrier rates would be filed 
with the Commission. Contract carriers would be required to 
execute and maintain contracts, but would not ~c required to file 
them with the Commission. Contracts are subject to review by 
Commission staff as to· their existence and to· determine that 
carriers rates are valid. All carriers would be required to' adhere 
to, the rates and charges specified in their tariffs and/or 
contracts. 

Common carrier rates could be established (new rates,. or 
new carriers) at any level or reduced to any level on the date 
filed. Common carriers could increase rates on file up to 10% per 
calendar quarter, effective on the, date· filed.. Common carrier rate 
increases 9'reater than 10% would require a formal application • 
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Complaint and protest ~echanis~s remain the same as in 
the interim phase. 

collective ratemaking would continue pursuant to current 
statute and G.O. 154. 

california Coalition for TrUcking 
~egulation and Vjking Freight ~$tgms, InCd 

California Coalition tor Trucking Deregulation 
(Coalition) is a nonprofit organization with a me~ership of 
approximately 150. While most members are shippers, the mem):)ership 
also consists ot shipper organizations and several carriers. The 
primary purpose o,t the Coa.lition as stated by itspoliey witness is 
to seek: 

" ••• an end to economic regulation ot earriage of 
qeneral freight in California. And the . 
objective -- the g-enesis of that was an attempt 
to bring- eftieiency to the motor carrier 
industry as seen by the members of the 
Coalition. ' 

"Efficiency doesn't mean lower prices .. 
Efticiency means, among other things,.. 
flex.i~ility, the ability of earriers and 
shippers to· engage in innovative and ereative 
ways to solve j o,int problems, managerial 
eertainty with regard to contracts entered into 
between two· parties without the intervention of 
the g-overnment as a third-party, aJnong other 
things • .'1' (TR 6086-6087.) 

Viking Freight System, Inc. (Viking) operates as a LTL 
and truck-load (TL) general treight cownon carrier providing van 
and flatbed transportation serviees. Viking is the largest motor 
carrier operating within the State.. As a member of both the 
Coalition and CTA, Viking supports the Coalition's position. 

The Coalition claims that current rate regulation fails 
to permit the types of priCing and serviee flexibility aehieved in 
competitive jurisdictions,. thereby stifling innovation and 
decreasing the etfieiency of intrastate.'transportation operations • 
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Lack of rate and tariff flexi~ility prevents shippers from 
utilizing modern procurement practices. Lack of contract rate 
tlexi~ility limits the ~ility ot shippers to p,roperly detine their 
relationships with carriers. 

According to, the Coalition.' there is substantial evidence 
that California's requlatory program has increasee many motor 
carrier rates ~eyond normal competitive levels ane has skewee rates 
away from appropriate levels. ~his is supported ~y rate 
comparisons which indicate that rates paid for California 
intrastate transportation services are hiqher than in other 
jurisdictions. Furthermore, it can be interred by the difficulty 
of the cost justification process that appropriate rate reductions 
have =een ciiseouraged. Finally,. viking's experience with write-in 
tariffs demonstrates, the efficacy of intrastate economic 
derequlation. 

The Coalition does not believe the arguments that price 
discrimination'wi.ll occur in the a~sence of economic regulation .. 
There are no valid empirical ,studies supporting elai%n$ of pr:i.ee 
discriminat:i.on or inadequate service in rate deregulated market~. 
Addi tionally" the current program provid.es little,. it any, cross 
subsidies that lC:lWer rates to' small and rural shippers. If it did., 
questions of equity would be raised. 

Economic regulation, argues the Coalition, is not 
required to preserve the trucking industry. Strict economic 
regulation only benetits the inefficient,. mismanaged. carrier. 
Moreover, the increase in concentration of interstate LTL carriers 
does not necessarily mean less competition. It is not the number 
of carriers' operating nationally,. but the nu~er of carriers 
operating witnin a particular market that ~s important. Sineo 
derequlation, carriers which had previously been prohi~ited trom 
enterinq other carriers '" markets became tree to do: so... As a 
resul t ,. there has been large-seale market entry by existing L'l'L 
tirms invading eaeh other's markets. Finally,."" to the extent 
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interstate deregulation has eecreasee motor carrier protita~ility 
and the n~er ot carriers, it accomplished a weeding out of unduly 
high rates of return and inefticient operations. 

With respect to safety and rate regulation, the Coalition 
ta~es the position that the mostet!ective means to promote truck 
safety is through rigorous enforcement of safety laws and 
requlations. First, the Coalition points out that CTA's testimony 
indicates that the citation rates of Commission regulated carriers 
was 20 times higher than all other commercial vehicles trom 
mid-19S7 to mid-1988~ CTA's testimony also shows Commission 
requlated carriers involved in 36· times as many truck-at-fault 
accidents during the same period. From this and other safety dat~ 
and the safety studies presented in the proceeding, the Coalition 
concurs with the testimony of the United States Oepartment ot 
Transportation (001') witness,. which states: 

"I have :been una:ble to tind any link :between 
eeonomi~ deregulation and motor carrier safety • 
A tar more plausible linkage exists :between 
vigorous enforcement ot safety laws and 
regulations and the enhancement of motor 
carrier satety.lt (EXh .. 2·6 at 12·.) 

The Coalition also points. to· evidence that carriers have 
numerous incentives to operate safely. Viking's President 
explained his company's philosophy ot how safety pays as follows: 

" .... an awful lot of people feel like com~anies 
don't throw dollars at safety because i~'s a . 
direct cost. But we look at safety as :being a 
cost contaimnent progrD.m. Since we are self
insured with a high Qollar level tha~ we retain 
ourselves, ~very c:1ol1ar we throw in improving 
our safety means less ~ollars that we payout 
for accidents and in, uries. So we'Ve had a 
very active safety program. And',. it anything', 
our safety program is growing during the years 
since 1980.W (TR 1932.) 

This testimony was also mirrored :by a number of small carriers •. 
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As deseri~ed ~elow, the Coalitlon proposes a re9Ulatory 
program where carriers are free to charge rates driven by market 
forces, without regulatory intervention. This program would be 
effective within 90 d'ays from the date of this. decision. The 
salient features of the program are as tollows:. 

1. Contracts between contract carriers and 
their shippers must ~e in writing, and a 
copy must ~e maintained at the carrier's 
premises, ~ut a copy need not ~e tiled with 
the commission. All existing Commission 
regulations governing contract carrier 
rates and practices would be repealed. 

2. G.O. 147-A would be repealed in its 
entirety. 

3. Common carriers would be able to 
independently file all rate increases, 
decreases, and changes in rules and 
regulations in tarifts., These would be 
effective'on the date of filing with ~he 
Commission and remain in eftect until 
withdrawn :by the carrier or cietermined to 
be unlaWful. 

4. All independently tiled common carrier 
tariffs would be presumed to be market
driven and, there tore , reasonable~ 

5. An expedited procedure, providing for final 
COlnlllission action wi thin 60 days" WOuld 
apply to, complaints against independently
tiled common carrier tariffs. The grounds 
for finding any tariff unlawful WOuld :be 
limited to eases where the complainant 
establishes, by a preponderance of the 
evidence, that the rate complained of 
constitutes either preciatory priCing or an 
abuse of market power within the meaning of 
antitrust laws. 

6. Rate increases, decreases and changes in 
rules and regulations of common carriers 
filed by rate :bureaus as a result of 
collective action pursuant to" PO § 496 
would not :be allowed to· take effect until 
the :bureau has presented S~Qrn evidence 
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sufficient to enable the Commission to tind 
that the proposed rate is marXet-driven, 
does not constitute predatory pricing, and 
does not constitute an abuse of market 
power .. 

7. Safety objectives would :be accomplished 
through direct enforcement by the 
California Highway Patrol (CHJ?,), with 
supportive a~tion by the Commission through 
the exercise of its entry and revocation 
powers •. 

Finally, the Coalition presented a witness from Viking 
that addressed the use of electronic data interchange to· exchange 
freight documentation, su~h as bills of lading". freight tills, rate 
quotes, d.elivery receipts,. and trailer mani:!ests with its shippers. 

Silver . .Rosen. Fischer i..st~er. P'.c. ais~erl 
Fischer represents three carriers: American National Can 

Company, Leaseway Transportation Corp .. , ·anc3, Dirksen Transportation, 
In~.. FiSCher stresses that this proceeding represents the latest 
step in a process which began l4 years ago- when the Commission 
began to question, the etticacy'ot the Minimum Rate System. During 
that time the Legislature and. the Commission have considered the 
extent to which intrastate transportation should be regulated. 
various aspects ot specialized transportation such as fresh fruits 
and veget~les and tank truck operations- were released from rate 
regulation, while the transportation of cement 'was placed under 
more rigid rate regulation. . . 

Two issues are addressed by Fischer: economic 
deregulation of contract carrier rates and intrastate subhauler 
regulation. No position is taken with respect to intrastate common 
carrier rate regulation or bureau-made rates.. Fisher supports 
relaxed rate regulation for contract carriers and cites the 
testimony of an Arizona carrier as an ex~ple that relaxed rate 
regulation works~ The witness for the Arizona carrier testified 
that· his company h.asexperienced.s@stantial growth. since Arizona's 
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deregulation, and that the expansion would have taken s~stantial 
amounts o'! time and money in a regulated environment.. Moreover, 
this witness stated that a number of large carriers had ceased to 
serve in Arizona since deregulation, but admitted their '!ailure was 
probably due to their unresponsiveness to the market. 

Finally, Fischer asserts that no convincing arqument was 
o'!'!ered to support continued rate regulation o'! contract carriers. 
Most parties opposed to relaxed rate regulation represented large 
established common carriers, which felt they could not operate· 
without government protection.. A n\ll!ll:ler of carriers that do· engage 
in contract carriage,.. such. as Dirksen Transportation,. Inc., support 
relaxed rate regulation.. Fischer argues that the current 
regulatory program inhibits innovative rates, deters new service 
options, and makes coordination o'! intrastate and. interstate rates 
all ~ut i:npossi~le .. 

Speci'!ically~ Fischer recommends nQ· rate requlatiQn tor 
contract carriers transporting gener~l '!reight commodities and that 
contract carrier contracts. be filed with the Commission and 
available 'lor public review~ Fischer's subhauling recommendations 
are addressed in the subhauling section. 

~li,!ornia &nut~rs ASS2Q.Won <CHA1. 
CMA is an organization which represents the interests o'! 

businesses which.. process qoods .. CMA..predicts drastic cllanqes in 
California's population, industry, and technology a~d believes the 
trucking industry needs a regulatory program that provides carriers 
the '!lexibilit¥ to a~apt to· these changes. Because accurate 
p~edictions of these interactiQns with the trucking industry are 
difficult,. if not impossible,. CMA. concludes that the marketplace 
will be a ~ette:r provider of goods and services than govermnent 
planning and price fixing. This has led CMA to propose a program 
of rate regulation similar to that o,!the· Coalition: no 
restriction on increases or decreases in earrier-set rates. 
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CMk also takes exception to the safety data and 
conclusions presenteQ by the parties that favor .rigiQ rate 
regulation. Accor~inq to CMA, soli4 data shows no siqnificant 
connection between rate regulation and truck safety. Moreover, 
intelligently operated carriers operate safely because safety pays .. 
Finally, there is no reason to· use an ineffective regulatory 
program to affect sat'ety when direct safety rec;ulation and 
enforcement is more effective. 

Implementation ot the ~ proposal woula have two 
Significant differences from the ICC rec;ulatory program.. First, 
common carrier tariffs. would be completely p~lic and subject to 
change through a public process.. Second,. eontracts would be 
private documents and all special rates available toa Single 
shipper would be contracts. NO· carrier action with respeet to 
rates and terms· woul~ be subject to regulatory aetion except 
complaint, where the burden ot proof would be on the complainant. , 
The shipper would have a signed legal contract, not a letter or 
waybill notation.. All freight movement would be sub.:)ect to a 
single charge: either the carrier's applicable posted tariff or 
the applicable contract rate .. 

Contracts would be signed doeuments enforced by the 
courts , bilateral,. and represent a continuing relationship. 
Contracts effective for more than 30 days after this. decision would 
be tree ot regulatory oversiqht~ All existing approved contracts 
would. remain in ettect until their exp·iration date_ 

Common carriers would. file tariffs with the Commission 
and. provid.e copies on request in return for reasonable reproduction 
costs. Oiscounts would. normally be avail~le to the public t but 
could conceivably be restricted. to a Single shipper. Rate 
increases would. be effective five days after filing and decreases 
effective one day after filing •. Rate increases would be subject to 
Commission staff surveillance .. Common carrier.tariffs could refer 
to· any mileage table, .. or other distance. establishing· :mechanism, 
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which is publicly availa~le. Existin~ common carrier tariffs cou14 
be retained .. 

Additionally, carriers enqa~ed in unrequlated operations 
would ~e relieved of filinq financial reports with the Commission. 

~nter tor Public Inte~t Law CcrIL) 
CPIL supports the ICC's derequlation poliey and 

recommends the eliInination of economic rate re~ulation in 
California.. CPIL arques that derequlation. translates to· a decrease 
in consumer prices because the core rationale for rate requlation 
is to raise prices above market levels.. If requlation merely 
mirrored market-set rates it would have little value and 
deregulation would have no impact on transportation rates. 
Accordingly,. rate requlation exists solely to prop up prices,. and 
when relaxed or removed, prices will decline. Studies conducted on 
the effects of derequlation at the federal level confirm that 
derequlation has resulted in lower truc~ng costs and lower 
consumer prices • 

CPIL proposes a targeted 'approach to· regulation. Such an 
approach supplies the two ingredients vital for any law or 
requlation: sharp definition of the precise problem requiring 
intervention and a rifle-like focus on a solution.. CPII/s targeted 
approach would allow carriers easy entry int~ and easy exit from 
the market. The only barriers to entry would be directly related 
to· safety or financial fitness. ~arriers could raise or lower 
rates without restriction or approval. CPIL would target 
safety/minimum service levels, predatory pricing, and 'other market 
abuses.. These are discussed in more detail in the monitoring 
section. 

National Small Shipments ~attie 
Conference, Inc. and Health and 
Personal care Distribution 
Csmt.e:rnnee, Inc. (;NSSTC) 

National Small Shipments Traffic Conference, Inc. is a 
broad-based organization ,of'approxilnataly 225 large and small 
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corporations with interests in small shipment traffic. Health and 
Personal Care Distribution Conference, Inc. is a trade associad.on 
ot approxim~tely 70 corporations. 

NSS'rC l:>elieves the current proqram impedes the ability of 
buyers and sellers of transportation services to set rates. Cost 
justifications, the prevailing wag-e, and the Commission's 
participation as a third party are some of the impediments to· 
market-set rates. NSSTC arque~ that the current regulatory program 
is not desig'ned to· reward efficient carriers_ Rather, the program 
rewards the carriers adept at learning and using the regulatory 
rules.. Additionally, NSS'rC states that because entry is easy, 
predatory p~icing and destructive competition are unlikely and 
should l:>e lett to antitrust laws. 

Finally, NSS'rC' generally ag'rees with the Coalition's 
regulatory proposal, but recommends modifications for credit rules .. 
and collective ratemaking'_ Further details are included in those 
issue sections· • 

l)meriS(ans to;;: SatE: and..,Sompgtitive trucking CA$ctl 
ASCT' is a coalition of:. (1) companies that operate 

trucks, (2) shipper and receiver associations, (3) pu):).lic interest 
groups, and (4) various sized businesses,. ASC'X supports increased 
truck safety enforcement and less economic regulation of trucking, 
and believes california intrastate regulation should be no' more , . 

restrictive than ICC requlation. Based on its analysis of business 
logistics eosts ,. ASCI' de-eermined. that unc1er ICC deregulation moving 
and storing' inventories have become more 'efficient, savin; 
proQueers and conswners trom $30 to' $60 billion.. From its study 
ASCT concluded that ~hese savings resulted trom relaxed rate and 
service regulation anci su):)stantial saVings would occur in 
California if intrastate rate regulation is relaxed. 

~nited States Fe~ral Trade Commission CrTCl 
FTC asserts that it has a :mandate to' preserve competition 

and prote.ct eonswners trom deception and unfair business practices •. 
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Interstate and intrastate trucking derequlation furthers this goal 
~y lowering prices and increasing the quality of service to 
shippers. Further.more~ FTC argues that aeregulation in other 
jurisdictions has not brought predatory pricing or the loss of 
service to small cOl'!lll\uni ties. Finally" FTC, :belIeves. there is no 
connection :between safety and economic requlationand relaxed· 
economic regulation will result in significant benefits. for 
California .. 

:Q'nited Statts Depax:;tment of T);,',ansportation (DOT) 
OOT supports flexible rate regulation and says it is 

unable to find a link between economic re9Ulation and motor carrier 
safety. OOT' asserts that service studies in deregulated 
jurisdictions do not indicate a deterioration in transportation 
services, even in rural and small communities. 

california Leagu~ ot Food Processors 'CLFP) 
CLFJ? is a nonprofit trade association of large shippers 

of general freight and aqricultural products. CLFP believes. ~~e 
current regulatory program adversely affects the health of the 
State's economy, protects inefficient carriers~ and creates excess 
capacity. CLF:!? recommends a program of no economic regulation. 
Anal.Y.sis of CUrrtt't Regulaton..:frogram 

The current regulatory program tor California's. 
intrastate general freight trucking industry dates. from March 1, 
1987, the result o·t 0 •. 86-04-045, and 0.8:6-12-102. .The program 
replaced a transition regulatory proqral'n that allowed carriers. mUCh. 
greater ratemaking treedom. A table that outlines the basic 
features of the present pr.ogram is shown below • 
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When the current pr¢qram was esta~lished, continuity with 
previous proqrams was afforded ~y approval of generally applica~le 
common carrier (GACC) rates. These rates were and are still ~ased 
on the Commission's old minimum rate tariffs. Because the minimum 
rates were originally esta~lished in formal proceedings they are 
considered reasona~le and require no· further cost justification. 
Carriers were allowe~ to' file GACC rates in their tariffs without 
further cost justification. 

With some exceptions, under the current requlatory 
program a common carrier rate increase must ~e filed as a formal 
application.. ~lic notice is provided on the commission's Daily 
Transportation Calendar, and there is. a 30-day pUblie protest 
period. If the applicant's showing is adequate and there are :no 
protests or requests for hearings from either the p~lic or th¢ 

Transportation Division (TO) staff, then th~ increase may De 
granted ~y ex parte order of the commission.. Otherwise a public 
hearing is held, with the ensuing decision Subject to Commission 
rules on a 30-day comment period. Rate increases are generally 
made effective fiv~ days from the effective date of the decision. 
In the ~est of circumstances this process takes. 30 to· ~O days from 
filing of an application to the date rates are effective., 

, , 

Common carrier rate decreases do not require formal 
applications. 
with the TO. 

Instead carriers must file "cost justifications" 
Cost justification filings must: (1) dem¢nstrate 

that the rate will generate sufficient revenue to contri~ute to the 
carrier's profitability, (2) be accompanied by a summary of 
financial data, (3) include the prevailing waqe standard in the 
labor cost element t and (4) meet specific provisions governing ~e 
use of sul:lhaulers. Cost justification filings are calendared .If:ter / 
a 30-day staff review period" followed l:ly a 30-day p@lic protest , , 

period .. If a filing is accepted l:ly the TO, the revised'rates are 
effective after the second 30-day' peri,od .. 
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Common carriage regulations aro set forth in G.O. 147-A~ 

'Which contains several provisions that afford. carriers a d.egree of 
rate flexi~ility. A rate window allows carriers to change rates a 
maximum. of 5% above or 5% ~elow their ~ase rates·. carriers 
establish base rates by adopting crACC, rates or cost justifying 
rates. Once establisheelthe base rates: lnay not be cllanged 'Without 
cost showings. 

Carriers are also, allowed to make minor technical changes 
to tariffs or contracts. The changes may result in rate increases 
or decreases, but no' cost justification or formal application is 
required unless the changes affect a carrier's annual revenues by 
more than 1%. The staff review process is, however, much li:ke the 
review of cost justitications .. 

Under the current proqram a common carrier can 
temporarily reduce rates to. meet the rates of a competing .carrier 
it it currently handles the traftic .. These.are called "me-too" 
rates. Common carriers cannot meet the rates of contract carriers 
under this scheme. The red.uced rates may be made effective on ·~e 
date filed. The filing must cite the source of the rate being met. 
Cost justifications for reduced rates must be filed within 60 d.ays 
after their effective dates. However, new common carriers may file 
rates at the level of existing carrier rates or at GACC rate levels 
without cost justification. 

G.O .. 147-A also· established the TFCI to measure annual 
industry-wide changes in carrier operating costs and ad.just carrier 
base rates.. All rates governed by G .. O. 147-A, except dedicated 
contracts~ must be ad.justed by the change in the TFCI unless a 
separate filing is made to otfset the change. Adjustments to base 
rates are mand.atory if the change in the TFCI is greater than 1% 
(plUS or minus) and permissive if less than 1%. 

Contract carriers may enter into standard or d.edicated 
contracts.. Standard contract rate increase$ do not require 
approval by the Commission or TD staff and. are effective on the 
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date tiled. Oecreases are calendared, require that a cost 
justification be accepted by TO staff, and are effective on 30 
days' notice ... 

Dedicated contracts, or exclusive use equipment 
agreements,. offer contract carriers that dedicate equipment to one 
shipper the ability to charge any rate, subject to a profitability 
test.. 1J:'0 pass the profitab.ility test a carrier must: (1) have an 
expense ratio (expenses divided by revenues) of less than 100%, and 
(2) pay not less than the Commission's prevailinqwage standard or 
demonstrate that its labor expenses compare favorably with the 
TFCI. These contracts must identify the dedicated equipmer..t,. be 
for a duration of not less than 30 days or more than one year, and 
contain a specific expiration date. Exclusive use is not strictly 
defined in G.O .. 147-A, but is interpreted to· exclude use of the 
carrier's equipment for other shippers~, Dedicated contracts, 
whether calling for rate increases· or decreases, are ettective··on 
the date filed.. IJ:'hey ",re generally calend.",red, ",lthough this is 
not req\lired by G ... O. 147-A. 

In testimony on the record in this proceeding Alfred Kahn 

succinctly summarizes the dynamics ot the general freight trucking 
ind1.1stry: 

"The truck is a wonderfully versatile medium of 
transportation Which can be here or there 
d.epenclinq upon the <S.em",n<S.·, an<S. the demand. 
changes. It differs from one time to the next, 
from one cOIlUl\o<S.ity to the next,. from one place 
to· the next, and the .beauty ot a marlcet economy 
is that that will be automatically recognized 
in the marlcet .. " (IJ:'r. 47:'6:322".) 

The dynamic nature ot the truclcing market requires a regulatory 
program that can respon<S. in a similar manner.. We initiated. this 
proceeding because we seriously doubted the ability of the current 
program to· meet this challenge •. Many of our concerns have been 
~orne out by the record .. 
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Our first concerns are about the inherent inetficiencies 
in the current regulatory program, beginning with practical 
problems. Al thOUg'h our current program was not designed to inhib'i t 
efticiency, apparently it does.. We heard from, shippers that are 
frustrated over the current program's rigid requirements tor the 
classification and rating of cOlnlnodities.. Their trustrations are 
not related to carrier compensation, but deal with carriers' 
inability to implement a simplified rating system and contract 
program, due to- complexity ot tiling requirements.. Simplified 
contracts and rating systems would provide some shippers the 
opportunity to more efficiently manage and'monitor their 
transportation costs. 

The current cost justification procedure is another area 
with practical problems.. Even supporters of the present requlatory 
program believe that changes are needed,. They testified that it' is 
not uncommon for a cost justification to, take threo to- four months 
to process" and it a tiling is not exactly like previously accepted. 
tilings it will probably be rejected. 

Other parties argue that it is difficult to predict the 
,resul ts of the cost justification proced.ure" and that the process:' 

l. Is subjective; requirements otten vary. 

2. Results in tictitious traftic studies for 
some carriers, which are then relied upon 

-in cost justiticat~ons .. 

~. Can be manipulated by carriers to justify 
rates that are not really cost based .. 

4. Uses prevailing wage data instead ot actual 
labor costs~ thus ariving rates away trom a 
true cost basis. 

The cost justification procedure was developed to provide carriers 
the opportunity to- individually establish rates which reflect their 
costs ot service~ However, in trying to' achieve this we appear to 
have d.eveloped a complex procedure that encourages carriers to 
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manipulate their costs, uses proxies where actual data is 
availa~le, ana inconsistently evaluates carrier submittals. 

Such complex rate procedures allow knowledgeable carriers 
an advantage over less sophisticated carriers, which is- to ~e 
expected in a competitive business. However, such efforts could be 
redirected toward improving service to the public rather than 
satisfying bureaucratic requirements. 

The current authorization of dedicated contracts seems to 
have lilni ted usefulness., Dedicatec1 contracts offer some carriers 
an4 shippers the ability to- negotiate rates without Commission 
approval. However, because of the exclusive use restriction, these 
contracts are usually not attractive. Even in situa~ions- where 
deelicateel contracts are cost-effective, the exclusive use 
restriction often causes equipment to· be used inefficiently. 

'rhe use of the T,Fe! has both practical and theoretical 
• problems.. The 'I'FCI was developed to allow transportation rates to 

automatically adjust for industry-wiele changes in costs • 
Proponents of less restrictive rate regulation (Flexible Rate 
Proponents) argue that these annual rate adjustments: 

1. Are mandatory, forcing some carriers to, 
make rate changes that would not have 
normally occurred. 

2. Have a six-month time lag in the . 
application of recorded aata which makes it 
difficult to negotiate contracts or 
discounts with shippers-

3. Fail to· aChieve cost-based priCing: 
avera~es and proxies are used instead of 
indiv1dual carrier costs. 

4. Are an administrative burden. Not only are 
carriers required to· file indexed rate 
changes, but if a carrier wants to use the 
rate window: to- avo,id the 'I'FCI change an' 
adc1itional filing is required. 
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Other criticisms of the present regulatory prog-ram focus 
on barriers to competition, resulting- in inequities and economic 
inefficiency.. Read.y access to information is a key element in 
competitive markets, and the current prog-ram~s tolerance of write
in tariffs limits ready access. write-in tariffs allow a shipper 
to write to a carrier to request a specific discount or rate which 
is less ,than the carrier's published rate. The shipper's request 
is not filed with the Commission. 

This procedure is a defect in the current program. 
Write-in tariffs allow secret~ shipper-specific rates. They 
prevent other shippers and carriers from knowing- the rates they are 
competing- against, and they place carriers without write-in tariffs 
at a competitive disadvantage. Since the discounts are secret, 
carriers can easily discriminate among customers .. 

Finally, th~ current regulatory program fosters 
unnecessary distinctions between present and new carriers of a 
given class of freight. A carrier that wants to match the reduced 
rate of a competitor must show .that it already handles the traffic 
that applies to the red.uced. rate. It allowed. to- match the rate of 
a competitor, the carrier must then cost-justify its rate within 60 
days, even if the competitor's rate is already cost-justified. 
Although this program element does offer a way for carriers to. 
retain business, it does not allow carriers to effectively compete 
for new business. Before a carrier can compete for new business 
its reduced rate must be eost-justified~ because this process can 
take months, it stifles competition. 

In summary ,. the current program is clumsy and 
inetticient. Carrier etforts to- comply with prog-ram rules can only 
increase costs that are passed along to shippers and the eventual. 
receivers of the freight.. COl'lllllission intentions to create a system 
that is both etticient and tair have tailed • 
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Eoliqy Conside~~iODS 
yoals of TlOJ9t ..Be;gulation 

Throuqhout this procee4inq there has been cons·i4erable 
argument over the purpose of regulation in the truckinq industry. 
Parties- favorinq rigid rate regulation (Rigid Rate Proponents) an4 
Flexible Rate proponents both cite the need to- provide the public 
with safe~ reliable service at reasonable and nondiscriminatory 
rates. While this ultimate qoal is common to all pa~ies, they 
differ on intermediate goals. 

Riqid Rate Proponents generally believe that t~ achieVe 
the ultimate goal the trucking industry must be protected from: 
(1) destructive eompetition--claim~d to· be caused by sustained 
prices at a level below the cost of providinq safe~ reliable 
service, (2) predatory pricinq--lowering prices, ,'"s in a price war,. 
in or4er to drive competitors out of business for the purpose of 
subsequently raising prices to extract monopoly profits~ and (3) 
shipper clout--unfair competition by' which larqe shippers exercise 
market power to drive the prices of shipping their 9'oods,below 
eost. 

Additionally, Rigid Rate Proponents argue that the public 
must be protected from: (1) price discrimination, (2) unsafe 
drivers and equipment~ (3) poor service, and (4) monopoly pricinq. 
Altl'l.ough these parties support additional safety regulation, they 
agree that the primary protection for both the truckin9' industry 
and the public is econo:nic re9Ulation. 

Flexible Rate Proponents are also concerned with these 
issues, but believe the public will l:>e adequately protected by a 
regulatory proqram that provides carriers with considerable rate 
flexibility~ These parties advocate less or no rate requlation, 
strict safety requlation, and the monitoring of prices and service. 

We believe that each of the in4ividual proposals by the 
many parties to· this procee4ing falls short ot provi4inq safe, 
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reliable service at reasonable and nondiscriminatory rates. Our 
concerns are these: 

Destructive competition 
Ad. Hoc argues that without strict economic regulation we 

will return tOe the chaotic tilnes of the late 192'Os and early 1930s 
when destructive competition was rampant~ No· party disputes the 
destructive practices that occurred in that period.. At that tilne 
the trucXinq industry was relatively younq. Reqular route carriers 
and railroads were economically regulated while contract carriers 
and carriers not operating between fixed. termini or over regular 
routes were unrequlated.. During an era when jobs were scarce this 
led to the proliteration of unregulated carriers and fierce 
competition for the customers of regulated carriers and the 
railroacls. The same economic factors that made :lobs scarce also 
led to an oversupp,ly ot trucks •. ~ed.uced overall eeonomic activity 
could not support the capital stoeX of trucks" leadinq carriers to 
reduce rates below costs. The intense competition from carriers 
with devalued equipment was harmful to the re~lated industry, and 
eventually led to the reg'Ulation of contract and irregular route 
carriers. Riqid. economic rate regulation for all carri~rs was one 
logical solution, but it was not the only answer then or tod.ay. 

With this understand.ing of the trucking market conditions 
during the Depression, we are reluctant to endorse any specific 
theory of destructive competition. Ri9'id Rate Proponents believe 
that destructive competition is a natural consequence of open 
competi tion and must be protected a9'ainst. Flexi:b'le Rate 
Proponents :believe that destructive competition is a misnomer~ 
pricing :below cost can :b~ destructive, but it is not due to" 
competition. We agree with the latter position. Economic 
circumstances can cause d.estructive practices, but it cannot :be 
said that competition :by itself causes those practices. There is 
no evidence on this record that California's economic cond.itions 
will soon cause an oversupply' of trucks and s\lbsequent d.evaluation 
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of capital sufficient to induce the destructive practices seen 
sixty years ago. 

Although many changes have occurred since the early 
years, the general freight intrastate trucking industry in 
California still has rigid rate regulation. Parties favoring the 
continuation of this regulation say that carriers with price 
flexibility will price below cost and destroy the trucking industry 
as we know it~ On the other hand,_ we have heard testimony that 
without economic regulation carriers have continued to profit in 
intrastate~ such as Arizona, and interstate markets~, We 
acknowledge that some carriers, given the freedom to do so, may 
price irrationa~ly. If these carriers do- so for any length of 
time, we expect them to go out o·f business.. Business failures by 
ineffective competitors are inherent in a workably competitive 
market and can be expected in any industry where entry is 
relatively easy and inexpensive~ While this may be destructive to 
individual carriers, it is not destructive to- the industry • 
Efficient carriers that priceaecording to- their costs and provide 
safe, relia:ble service should not only survive,. :but prosper when 
allowed price flexibility and an equal opportunity to comp~te .. 

We conclude that the public may be served :by limited 
regulatory protection against extreme circumstances, such as a 
drastic downturn in the economy or widespread irrational 
underpricing :by carriers.. Within the nor.m~l workings of 
comp~tition in the trucking market rigid protections are not 
necessary. Our conclusion applies to· both common and contract 
carrier markets. We will not adopt specifiC regulatory goals 
concerning destructive competition, :beyond general encouragement ot 
cost-based rates and a relatively low floo~ price tor rates. 

Contra~t carriers nec~notserve any customer an4 are 
exempt from common carrier requirements such as rate increase 
limitations and price discrimination rules.. AllOwing contract 
carriers to compete freely against common carriers would be unfair 
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because the latter are held to higher standards for rates and 
service. We must se~arate the~e markets by requiring that special 
contracts be approved only if the contract carrier maintains a 
special relationship with the shipper. 

Monopoly Pricing 
The principal reason for regulation o·! utility rates in 

general is to prevent monopoly pricing by restriction ot supply. 
If a utility market is wor~ly competitive,. rate regulation is not 
necessary to· keep rates from rising above reasonable levels. If 
one provider tries to price its utility service above cost,. other 
competing providers will otfer, the service at a lower and more 
reasona~le rate.. Because many elements of the. truckinq industry 
are. naturally competitive,. our goal is to assure that the adopted 
regulatory program maintains and promotes a workably competitive 
market. 

worka~le competition in a market requires three 
conditions. First,. there must be many buyers and sellers of the 
goods or services.' The theoretical definition of perfect 
competition requires that no, single buyer or seller has the market 
power to affect prices. Because no· real market can be perfectly 
competitive,. we rely on the su~jective term Hmany" to describe 
workable, rather than perfect,. competition.. Second, entry and exit 
from the market must be easy.. Thir4,. the buyers and sellers must 
have aecess to SUfficient information necessary to, make rational 
pricing and buying deeisions. 

If our adopted proqramallows these criteria to be met in 
the market, then no further regulatory rate restrictions are 
necessary to encourage economie efficiency. 

Predatory Pricing 
In an industry where entry is extremely diffieult 

predatory pricing is a valid concern. This record has clearly 
established that entry in the intrastate truekinqindustry is not 
ditficult. While the cost of equipment and facilities may prohibit 
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carriers from entering the interstate truc~ing mar~ets on a large 
scale, the record does. not demonstrate the existence of substantial 
barriers to entry into intrastate markets. Because there are many 
carriers in the California intrastate market and entry is not 
difticult, we do not believe it is realistic to-expect predatory 
pricing. Although we will adopt some protections against pred.atory 
priCing as a regulatory goal, the workings of market -competition clo
much. ot the work, for us. Only minimal formal protections are 
required. 

S11Pper Pdcing 
There has been considerable testimony concerning the 

ability ot large shippers to set transportation prices. In a 
competitive market we would expect large customers to drive the 
best bargain due to'economies of scale~ Likewise, in a comp~titive 
transportation industry, so long as economies of scale exist, larqe 
shippers should receive the lowest prices because ot the number and 
size ot their shipments~ While shippers :may appear to be setting 
transportation pri<;es, carriers that are not protitable at these 
rate levels will not remain in business or will clecline to· serve at 
the 'shipper's prices. Eventually, to receive reliable service, 
shippers will be forced to· pay prices which cover a earrier~s 
costs. Although we are concerned about discriminatory pricing, the 
economies of scale in serving large shippers is a natural force of 
a competitive market, and market power will be checked. and 
controlled by market forces. We adopt no· regulatory goal to 
artificially inhibit the natural market torce Which economies of 
scale allow tor la.r9'e shippers., as. long as rates charged to those 
shipper$ are not discriminatory or clo, not cause price 
discrimination to' other Shippers. 

Price pis~tminati9n 
No party supports discriminatory pr~elng, which is rate 

ciitferenees without cost justifieation.. We retain the goal of 
maintaining identical common carrier rates (by each carrier) tor 
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identical services. Where discrimination is alleg-ed, the disputed 
rates should be authorized if rate d.1fferences are just1fied. ~y 
cost differences. Article XII of the Constitution and. PO §§ 4S~, 

46l .. 5·, 494, and 3662 require that rates be regulated in a 
nondiscriminatory manner.. Riqid Rate Proponents imply that 
economic requlation and'its system o,f cost justifications will 
prevent discrimination.. Althoug-h we strive to achieve ~his g-oal, 
the complexity of the current system of economic regulation 
provides no, assurances of success.. One troublesome eXalIlple of 
potential discrimination il; write-in tariffs. Shippers can write 
in to carriers and request a discount,. but these discounts are not 
evaluated for cost justification or discrimination. 

Parties recommending- less or no economic requlation 
appear to be willing- to- let the market dictate fair, 
nondiscriminatory prices., Some claim that c1iscrimination is not 
possible in a competitive market,. on the theory that perfect 
information and the rational desire to maximize individual profits 
will keep all rates cost based. We do- not share their complete 
confidence in the market and are unwilling-to· allow pricing-freedom 
without safeguards. If we can detenline that the market is 
workably competitive, public protections are still ,in order because 
shippers and carriers do, not have perfect information and do· not 
always behave rationally.. However, our intention is to provide 
only necessary protections,. without restraining- prices so much as 
to cause inefficiency.. As long- as rates are confined to· a zone o~ 
reasonableness, formal co~t justification is not a needed 
safeguard .. 

It is our g-oal to· prevent, discrimination. We will do so 
in part by requiring- common carriers to hold themselves out to 
serve the public. We will specifically disallow tariffs written to· 

, " 

serve a single shipper,. but no- specific, qeoqraphic: limits beyond 
that' will be imposed·. We will address ,discrimination allegations 
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as they arise, and in time we will change tariff limitations if 
other rules become necessary • 

.$ervict 
There was considerable testimony concerning service to 

small and rural communities. Rigid Rate Proponents argue that 
interstate service to these communities has deteriorated under 
deregulation and that this would happen to intrastate service if 
deregulated .. Flexible Rate Proponents dispute-these claims and 
expect service to remain the same or 'improve if carriers are given 
pricin9 freedom., 

No specific proposals concerning serviee were made,. ~ut 
Ad Hoe suqqested that the Commission detet'llline the division of 
revenues :between carriers which interline,- or transfer freight to 
other carriers tor eventual delivery. The intent of this proposal 
is to- increase the profitability of small carriers that serve,small 
and 

not 

rural communities. 
The existence or nonexistence of economic regulation will 

cletermine service levels to- small and rural communities. It is 
not how rates are set, but whether they are compensatory at a qiven 
level of service, that,cletermines carrier enthusiasm. to· serve a 
market segment. We continue to support adequate common carrier 
service as a regulatory goal. As discussed elseWhere in this 
decision., we will est~lish a minimum level ot serviee tor common 
carriers as a safequard a9ainst inadequate and unreliable service. . ,-

Safety 
It is undisputed that public safety on the state's 

highways cannot :be compromised by any regulatory program. That has 
always been the Commission's qoal,_ and we reiterate it now .. 

Generally, proponents of rigid rate regulation believe 
carriers operate in a safer manner under economic regulation th,~ 
in a deregulated system. proponents ot tlex~le rate requlation 
dispute this claim. Both made specifiC safety proposals, which are 
detailed elseWhere in this- decision. Therein we tinCl the most 
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effective way to improve safety is through direct safety regulation 
and enforcement .. 

Competition 
The problems with the present regulatory program's 

ability to' cope with today's transportation market are enumerated 
in the section entitled Analysis Of ~trent Requl~tory p;ogtAm
These problems led us to consider a more flexible approach to rate 
regulation, on the notion that flexibility would reduce the 
complexities of current regulation.. However~ before turning our 
attention to the appropriate type of rate regulation we must 
address whether the general freight transportation ~ket is 
workably competitive. In general, imperfect economic markets 
require closer regulatory attention than do· competitive markets. 
In any regulated inclustry a basic goal is to mimic competition. If 
it can be demonstrated. that the intrastate general freiqht market 
i$ workably competitive~ then a more flexible regulatory proqr~ is 
justified • 

As discussed in the GOAls 0: Truck Regula%ion section of 
this decision, three conditions~ are sufficient to demonstrate that 
a market is workably competitive:, (1) there are many buyers and 
sellers. in the market, (2) entry and exit from the market is 
relatively easy, and (3) buyers and sellers have ready access to 
relevant information. 

The evidence presented by ORA. and others, as well as the 
Commission's own statistics on certificated common carriers and 
permi tted contract carriers '" are clearly convincing that there are 
many buyers and sellers in the intrastate general freight market. 
For example, there are now more than 3000 intrastate common 
carriers in California (3,.442 common carriers as of June 30, 1985). 
Only in the smallest marketseqments might there be so few carriers 
that competition would not drive rates toward' costs, or so few 
shippers that service WOUld. be inadequate .. 'These areas become : 
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cand.id.ates for reg'Ul.atory protections not need.ed. on major frei9'ht 
routes, if monitoring shows the need.. 

Quick,. easy and. inexpensive entry with small sunk costs 
required of competitors creates an id.eal situation for competition, 
which will in turn enforce restraint upon pricing.. Theoretically, 
a dominant firm will behave competitively if it fears entry by 
another firm. with similar cost characteristics" even if the 
dom.inant firm has a very large market share. If the d.ominant firm 
does not react this' way, other eompotitors will enter the market. 
In either case, customers have access to' cost based. rates. The 
record. in this proceedinq clearly indicates that entry into the 
intrastate qeneral freight market and expansion into new areas are 
relatiVely easy and can involve relatively small capital costs. 
This is supported by the testim.ony of many parties (e.g- ORA, 
Coalition, CMk, FTC) and the number of entr~nts that receive 
operating authority from this· Commission.. From July' 1,1937 to 
June 30 r 1988 there were 1,141 contract carriers and 260 CODon 
carriers reeeiving new authority. 

Recovery of entry or expansion costs upon e~it from the 
gene~al freight market is not <iifficult. Exit costs d.epend. on the 
extent to which investments can effectively be redeployed. or sold 
in response to changes in market conditions. Transportation 
equipment and terminals have multiple uses and can be easily sold. 
or transferred to ~ew or existing carriers as wel.l as other 
businesses. A competing firm or new entrant would likely purchase 
or lease ~n exiting' firm's. facilities., significantly decreas.ing', the 
risk of lOSing entry investments. Ease of entry ana exit is 
further d.emonstrated ~y the relatively small capital costs ana 
minimal capit~l risks inherent in entering' the trucking business. 

Ready access to information is an element of competition 
tb.~t can l::le determined. by regulation of mar~et mechanics but is not 
dependent on regulation of rates. Without accessible rate 
information carriers. may ~e able to· discriminate'aqainst certain 
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shippers and maintain higher rates'than could be charged it 
shippers had accurate information about all carriers' rates. 
:Everyday l::Iusiness relationships produce much competitive 
information. However, any requlatory program should encourage rate 
competition by promoting open rates for both common and contract 
carriers. Secret rates and discounts promote discrimination and 
discourage direct competition. 

Because the SUfficient economic conditions are 
convincingly met or can be promoted by a minimum o~ requlatory 
cOl'1$traint,. we find that the intrastate general freight trucking 
:market is workably competi ti ve ... 

Workable competition will protect shippers against 
unreasonable rates. 
take the business. 
ot business. 

It rates are' too high, other competitors will 
It rates are too low, the carrier will go out 

Typically,. a wor~ly competitive market does not warrant 
rate requlation to produce just and reasonable rates. However, the 
Legislature has enacted statutes providing that the use ot pUblic 
highways tor the transportation of property for compensation is a 
bus.iness affected with a public interest and the Commission should 
ensure reasonable, nondiscriminatory rates and adequate,. 
dependable,. and safe service. This legislative mandate requires 
the commission to impose a regulatory program that meets the 
statutory objectives,. with flexible or rigid. rate regulation. In /" 
analyzing the current regulatory program we noted some major tlaws 
that pose a significant barrier to maintaining reasonable rates and 
preventing discril'tlinatory pricing.' These flaws also inhibit the 
state's economy from fully benefiting' from the ser."ices ot a vital 
and viqorous for-hire trucking' industry~ 

If carriers are not allowed to responci to· market 
conciitions, they are prevented trom operating efficiently, with the 
attendant risks ot oversupply, waste of resources anci stifling ot 
i:nnovation~ 
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To ~etter allow carriers to efficiently respond to market 
conditions and to meet the statutory objectives, we will adopt a 
regulatory program that recognizes the benefits of competition. 
Although we believe that a more flexible system will work, we will 
monitor how effective that competition is in driving prices toward 
costs. The adopted program will provide for rate flexibility 
within a zone of reasonableness together with a monitoring plan. 
The monitoring plan is intended to· offer a mechanism for detecting 
and correcting any failure of marketforces~ 

Our response to competitive realities in the trucking 
industry will help us to achieve the regulatory objectives mandated 
by the constitution, and to fulfill our statutory responsibilities. / 
We believe that the public interest will ~e better served by 
permitting carriers flexibility in adjusting rates in response to 
the demand and constraint,S of a competitive market.. Price 
flexibility will provide carriers the freedom to align prices more 
closely with their costs and should enable well-managed and 
efficient carriers to earn a reasonable return on their investlnent. 

An effective regulatory program would allow efficient use 
of resources and timely response to' demand for services.. The 
current program provides the wrong incentives for efficiency, 
erecting unneeded hurdles which translate into higher rates for 
shippers and consumers. We continue to· strive for rate regulation 
that is efficient and fair. If fairness and equity goals can be 
met, then less re9-ulation is preferable to, more regulation, because 
less regulation is economically more efficient. 

Further, the record demonstrates that similar trucking 
markets in other jurisdictions function in this manner when subject 
to price flexibility or economic deregulation. The evidence in 
this proceeding is clear and convincing that eensumers and the 
economy generally will benefit from the substitution of market-set 
rates for government efforts to fix prices., 
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We are convinced that the workings ot competition within 
a zone ot reasonableness will produce just and reasonable rates, 
and that monitoring protections and ready access, to rate 
intormation will quic~ly identity any rates that are not just and 
reason~le~ Theretore within a zone ot reasonableness we will not 
,require that individual carriers tile tormal applications to change 
tariff or contract rates, because there is no need tor individual 
tindings to' determine that such rates are just and rea.son~le. The 
workings- ot competition ana the limits in the regulatory program 
adopted herein, along with finding that future rates within the 
zone ot reasonableness are just and reasonable r will suttice_ 

When the Commission tirst began to require separate 
:findings ana orders in support o:f individual rate applications, 
that process was both necessary to remedy market impertections and 
effective in requlation ot relatively :few carriers. Toaay 
condi tions have changea ~ The market is workably competitive, and 
therefore case-by-case cost justification is unnecessary., As well, 
the large n~er o,t carriers makes inaividual litigation ot rate 
applications buraensome and inef:fective .. 

mal Authority tor a tlexible Rate SYstem 
Rigid Rate Proponents argue that the Constitution of the 

State of California (Constitution) and the Public O'tilitie:; Code 
(PU) require ri9'id rate regulation. More specitically, Rigid- .~te 
Proponents rely on Constitution Article XII, §§ 3 and 4, and PO 
§§ 451, 452, 453, 454, 455~ 460, 461.5, 486, 491, 494, 726, 730, 
731, 3662 ana 3666.. The tull text o·t the applic~le section;s .of 
the Constitution and the PO Code.are attached as Appendix B to this 
decision. 

Based on their interpretation ot the these constitutional 
and statutory sections, Rigid Rate Proponents further arquethat 
the Commission must provide a regulatory program tor eOlMlon and 
contract carriers.· that requires:. 
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1. Commission approval prior to any change in 
common carrier and contract carrier rates. 

2. Commission findings that common carrier and 
contract carrier rates are just and 
reasonable .. 

3. Thirty days' pub,lic notice prior to the 
effective date of common carrier and' 
contract carrier rates. 

4.. Common carrier and contract carrier rates 
to be public documents filed with the 
Commission. 

5. Common carriers and contract carriers to 
char~e nondiscriminatory rates unless 
just~fied by the transportation conditions. 

6.. Common carriers to' provide adequate 
service. 

Moreover, Rigid Rate Proponents argue that the Commission is 
prohibited by the above statutes from issuing a blanket-authorizing 
decision and must act upon individual carrier showings of 
justification. Rigid Rate Proponent~ conclude that a requlatory 
program that does not meet the first four Nrequirements" above 
would not protect the public from poor service, unreasonable rates 
and discriminatory practices. Flexible Rate Proponents paint a very 
different p,icture.. They believe that Rigid Rate Proponents are too 
narrow in their reading of the Constitution and PU § 454 with 
respect to, the flexibility the Commission has to, decide on the 
showing and finding required. They arque that in setting a rate 
the Commission can choose its own criteria or methods, provided 
they are reasonable. Flexible Rate Proponents assert that the 
Constitution and'the Public Utilities,Code give the Commission wide 
latitude on precisely what kind of regulatory system it will impose 
and that the California Supreme Court has confirmed the 
Commission's considerable diseretion in setting rates for the 
transportation of property, citing, California Trucking Association 
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v. EMile Utilities Commission (1977) 19 Cal .. 3d 240, 246 " n.10, 
247 (CTA VJ PUC;). 

In addition, Flexible Rate Proponents point out that it 
is well established that a reasonable rate or charge in any given 
situation may be determined within a zone of reasonableness and 
cite the following:: 

"There is a zone of reason~leness within which 
cO%!ll'!lon carriers, so long as statutory 
restrictions are not transgressed, may and 
should exercise discretion in esta~lishing 
their rates.. The upper limits of that zone are 
represented by the level at which the rates 
would ~e above the value of the service, or be 
excessive. The lower limits are fixed, 
generally, by the point at which the rates 
would fail to contribute revenue above the out
of-pocket cost of performing the service, would 
cast an undue burden on other traffic, or would 
be harmful to the public interest~ Rates at 
the upper limits of the zone may be termed 
maximum reasonable rates; those at the lower 
limits of the Zone may be termed minimum 
reasonable rates~" (50 CPO'C 6·3·2-6·3.3., 

Flexible Rate Proponents argue that through the mechanism 
of a zone of reasonableness rates can be established without the 
need tor an individual review ot each increase or decrease. Tlley 
contend that, instead,. a rate zone can be preapproved by a finding 
that the zone is reasonable,. is in the public interest,. and 
fulfills the needs of commerce. 

Flexible Rate Proponents contend that a zone of 
reasonableness for general freight is· consistent with PO' § 454.2. 
That section provides for blanket authorization ot rate changes tor 
passenger stage corporations within a zone of rate freedom, ba:;ed 
upon an advance finding that the service involved is competitive~ 
Flexible Rate Proponents argue that, although general f~eight is 
not included in PO'§ 454.2, the implication is that the 
Constitution provides. SUfficient latitUde to implement a regulatory 
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procedure that incorporates a zone of reasonableness. Flexible 
Rate Proponents therefore argue that because a zone of 
reasonableness is permissible under the constitutional language, 
it is also permissible under the substantially identical language 
of § 454. 

According to· Flexible Rate Proponents, the record in this 
proceeding shows that a flexible rate program is better suited to 
today's economic conditions in the trucking industry. ~hus, 

Flexible Rate Proponents claim that the evidence in this proceeding 
constitutes a showing before the Commission that the proposed rate 
changes are justified.. ~hey assert that the evidence will support 
findings that: (1) the carriage of general freight is naturally 
competitive,. (2) individual carriers cannot garner SUfficient 
market power to exact unreason~ly high or discriminatory prices, 
and (3) predatory pricing and destructive competition are unlikely 
to result.. They therefore contend that the Commission can find 
that the proposed rate changes are justified and grant blanket 
authorization for individual carriers to· raise and lower rates.. A 
blanket authorization would eliminate the need for additional 
showings before or decisions by the Commission. 

Flexible Rate Proponents further argue that the 
Commission's complaint and protest procedures together with a zone 
of reasonableness will act as cheeks and balances against 
unreasonable rate changes. Flexible Rate Proponents also cite 
antitrust laws as additional controls to insure that the benefits. 
of competition are preserved and promoted.. Amon; the laws 
referenced are the Sherman Antitrust Act, Federal Trade Commission 
Act, Cartwright Act,. 'Unfair Practices Act, and Robinson-Patman Act. 
Generally, these Acts provide that pricing below cost with the 
intent to reduce or eliminate competition is unlawful.. The 
remedies are varied and potent. Both Federal and, State authorities 
prosecute these violations. Violation is a criminal offense-. 
Public prosecutors at the State level may bring an additional . 
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action providing tor civil penalties, restitution and attorneys' 
tees. The recompense ot these civil penalties, which can amount to 
millions ot dollars, makes ~hese actions particularly attractive to 
public authorities. 

With respect to notice requirements ~etore rates can 
become eftective, Flexible Rate Proponents point cut that under PO 
§ 455 the Commission can grant authority for rate decreases to 
become effective less than 30 days after tiling.. Similarly,. 
Flexible Rate Proponents assert that an order in this prcceeding 
can meet the requiraments ot PO § 491. That section permits the 
Commission tor good cause to· allow rate chanqes on less than 30 
days' notiee ~y an order wnien: (1) specifies the Changes to be 
made, (2) identities when the changes will occur, and (3) sets , 
torth the manner in which changes 6hall be filed and published~ We . 
aqree with Flexible Rate Proponents that we can issue an order 
making rates effective less than 30' d.ays atter tiling-_ 

Further, we are persuad.ed. by Flexible Rate Proponents' 
arquments tnat the Constitution and the Public Utilities Code 
prOVisions cited above permit the Commission to authorize rate 
tlexibility tor common carriers within a zone of reasonableness, 
based upon a tinding that workable competition exists and. that 
neither pred.atory pricing nor d.estructive priCing- practices should 
result... Both enact.ment ot ro § 454~2' and CTA v. we: support this 
conclusion. 

Article XII § 4 ot the Constitution states in part, "A 
transportation company may not raise a rate cr incidental charge 
except atter a showing to, 'and. a d.eeision by the commission that the 
increase is justified". Notwi thstandinq this lang'Uage" PO' § 454.2 
permits blanket authorization ot rate changes tor passeng-er stage 
corporations witnin a zone of rate freedom, l:>ased upon an advance 
finding- that the service involved is competitive. PO' § 454.2', 

further provides that an adjustment in rates or eharqes within such 
a zone ot rate treedom established, l:>y the coxrunission is' just and 
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reasonable. Thus, PU § 454.2 clarities the type of showin9 
permitted by the Constitution. PU § 454 provides, with certain 
exceptions, for example where there is no rate increase, that "no 
public utility shall change any rate • • • except upon a showing 
before the commission and a finding by the commission that the new 
rate is justified." We agree with Flexible Rate Proponents that 
this language is substantially identical to the constitutional 
language. Thus we conclude that § 454, . like the constitutional 
provision, permits. rate flexibility within a'zone of reaso~leness 
where there is· competition • 

. The California supreme court's decision in etA v. puC 
further confirms the conunission"s considerable discretion in 
setting highway carrier rates. In that case the Court construed l?"J 

§ 3662 which provides. that "(tJhe commi~sion shall ••• establish 
or approve just,. reasonable, and. nondiscriminatory maximum or 
minimum or maximum and. minimum rates to be charged by any highway 
permit carrier'''. The' Court determined that this lanc;uaqe vests the 
Commission with the discretion to· set maximum or minimum rates, H.2l: 
no tate at.. a11 .. ,,1 

In short,. we conclude that: (1) the Commission is not 
restricted to a cost-of-service form. ot regulation, and.. (2) there 
is ample authority to establish an appropriate and effective form 
of flexible rate requlation. 

1 Eacific Telephon~ and Ie1~raph CQmP~Y v, PUblic ~i1i~ie$ 
COI!Il!Iis.sion (1965·) 62 Cal .. 2d. 6::34, 647 similarly reflects the 
Commission's considerable discretion in ratemaking: 

"Thus the responsibility for rate fixing, 
insofar as the law permits and requires, is 
placed with the commission, and unless 'its 
action is clearly shown to be confiscatory the 
courts will not interfere .'" 
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COntract vs. Commsm Caroage 
An important element of the adopted regulatory program 

will be the balance of incentives between common and contract 
carriage. This balance parallels the classic policy balance ot 
economic efficiency vs. fairness or equity among the participants 
in a market. 

In promoting safe, reliable service at reasonable and 
nondiscriminatory rates we could emphasize service and price 
discrimination protections by providing incentives tor common 
carriage, at the risk of loss of economic efficiency. Encouraging 
common carriage at the expense' of contract carriage would improve 
consumer protections because all carrier obligations would be 
explicit in fixed tariffs" but it would prevent carriers and . . 
shippers from making priVate arrangements t~at might increase 
carrier efficiency and thus lower prices. On the other hand 
emphasis on low rates could be provided by incentives for contract 
carriage~ at the risk of price discrimination and poor service to 
some market segments,. 

We have heard trom shippers and carriers who are 
dissatistied with their opportunities to set special~ efficient 
rates in speci:ic situations. In many such cases it is special 
shipper obligations which drive the efticiencies that allow lower 
rates. 

In striking the balance we are restrained by law and 
sound public policy to maintain a viable, working com:on carriage 
system. We cannot know with certainty that a viable eommon 
carriage system will survive it all the incentives are in favor of 
contract carriage. Common carriage must work efficiently to serve 
customer demand, not merely exist as an empty set of rules built to 
satisfy legal requirements. The most ardent ot flexible rate 
proponents claim that effective common carriage will always survive 
because there are many carriers that will choose common carriage as 
a marketing too,l in serving small communi ties or market se9XDents .. 
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However, the evidence does not convince us to make that finding, 
and the consequences of ordering such an experiment are too risky. 
We will allow greater freedom than is currently granted for 
contract carriage, but not without limits. 

we will effect the balance of incentives for common and 
contract carriage in these ways: (1) by ordering different 
effec,tive dates for the two types of carriage, and (2) by defining 
the applica):)ility of contract carriage.. These are the two controls 
that will in large part determine how much freight actually moves 
under common or contract carriage~ Our choices in setting these 
controls will be discussed in the Adopted Regu1at9rv Pr9sram 
section of this decision. 

Zone of Reasonablenes~ 
The evidence in this proceeding strongly indicates that 

competition is effective and market ,forces along with some 
protections to ensure fairness will maintain prices at reasonable 
levels. However, to protect ratepayers against the remote 
possibility that a workablycompetitive market may not exist in all 
traffic lanes, we will establish a zone of reasonableness and 
monitor whether competition is able to control market behavior. 

To be useful to carriers, the limits of the zone must be 
SUfficient to permit a fair opportunity to raise or lower prices to 
respond to market conditions.. There, must be enough latitude to, 
allow carriers to respond to changes in the economy such as 
increases ~nd decreases in fuel prices. To protect the public, and 
to, a certain extent to protect carriers from eac~ other, the zone 
must be restrictive enough to ensure that rates are reasonable. 
These objectives can be achieved by setting a ceiling on the amount 
an individual rate can rise within a specified tillie, and by setting 
a floor price below which rates cannot be reduced.. Increases 
greater than the ceiling or deereases below the floor can ~e 
requ.ested by f£ling an application with appropriate justification .. 
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Naturally, if a general emergency occurred, the limits to the zone 
could ~e temporarily expanded~ ~ 

the limits to the zone are defined by analysis of the ~ 
market inefficiencies that might be encountered. ~he claimed 
dangers are predatory pricing and the vaguely d.efined destructive 
competition. 

The upper end of the zone will serve to· restrain 
predatory pricing~ to succeed· at predatory pricing a carrier must 
drive. competitors out of the market and subsequently raise prices 
a~ove reasonable costs. A percent increase limitation would 
prevent the second step of the process, especially if the reduced 
price in the first step becomes the base price for the incr~a5e 
limitation. The purpose of the upper end of the zone is'not to 
protect Shippers by assur~ng low rates.. without an upper limit a 
carrier could raise rates in hopes of increasing profits, but in a 
competitive market that carrier will silllply lose business as other 
carriers take the freight by charging lower, cost-based. rates. y' 

Although there is no convincing evidence that predatory pricing has 
existed or could exist in' the California intrastate market we will 
preclude even the. remote possibility by ordering an upper limit to 
price increases. 

the lower end of the zone should protect against priCing 
belOW cost for whatever reason. Underpricing induced by economic 
circUlTIstances', intramarket subsidies or irrational carrier behavior 
might cause inadequate wages, poor maintenance or market 
instability, all o·f which are ser!ous concerns. 'to prevent that 
possibility we shall order that common carrier rates shall not fall 
below a floor price. 'the floor will be based on variable operating 
costs and will exclude all capital and other fixed costs. to 
assure that safety is not compromised definitions of variable costs 
will be stretched· to· include insurance costs and as much safety 
costs as can ~e reasonable accommodated. 'the final form of the 

" var,iable cost floor will be developed in workshops. for eventual 
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Commission approval. Until then it is 'reasonable to use temporary 
measures of vari~le cost taken from within the current TFCI. 

Because the floor exclu~es all fixed costs we anticipate 
that it will not ~e used for rate indexing" ~y carriers. We have 
learned elsewhere in the transportation industry that mir.imulll rates 
set too high ~ecome de facto maximum rates as well" generating 
vigorous and. largely unnecessary Clispute.. Calculation of floor 
prices should ~e less contentious. To resolve the problem of 
assiqning average costs to incli vidual carriers we will make floor 
prices carrier specific~ at least in part~ 

In surunary, the upper limit o'f the zone of reasonableness 
will be a percentage cap C!n rate increases,. and the lower bound 
will ~e carrier specific variable costs. The zone of 
reasonableness provides priCing flexibility and by allowing 
carriers to respond to market chang'es encourages rational carrier 
pricing. Carriers have strong incentives for cost-based pricing, 
and both shippers and carriers are protected from the market abuses 
of predatory pricing and irrationally low prices. Large rate 
changes that could be challenged as unreasonable require an 
application and case-by-casejustification. 

Sa~:ty; MQ .. :em:rv Be<nl.inmen:ts 
Prior to- Septemeer 20,1963 the conunission adminis'tc::-cd 

safety regulations for for-hire motor carriers. In 1963 this 
responsibility was transferred to- CMP by legislative action. PU § 

76·7 (now § 768) was amended to provide that "the commission shall 
not regulate the safety o'f operati,on of passenger stage 
corporations, highway Col'!\l'!\on carriers, and petroleum irregular 
route carriers." 

Following this jurisdictional transfer, the Commission 
assumed a supporting role in safety by suspending or revoking the 
operating authority of carriers. which the CHP would identify as 
unsafe.. In 1986 the Legislature amended PO § 768 to' state,. "'l'he 

Department of the California'Highway Patrol shall have the primary 
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responsi~ility for the regulation of the safety of operations of 
passenger stage corporations, hiqhway conunon carriers, and other 
motor carriers. ~he commission shall cooperate with the Oepartment 
of the Calitornia Highway Patrol to· ensure sate operation'ot thesQ 
carriers .. " More recent legislation, d.iscussed. below, continues to· 
stress the importance of the Commission~s role in safety. 

Because the positions. and arquments of many parties are 
similar, we will segregate them into· two qroups--those who favor 
rate regulation to improve highway safety, and those who- ~elieve 

that direct satety enforce~ent is· the best approach to improve 
highway satety. 

brt;ies Suppprting R¢~_ReguJ.WQD 
In its direct showing etA presented four witnesses to 

ad.dress.d.river and truck safety issues. Based on their testimony, 
e~A's policy witness reoommended. that the Commission: 

1.. Develop a . special task torce of industry 
and government representatives to· establish 
minimum driver training standards 
acceptable tor the tor-hire carrier 
industry. 

2. J'oin the industry in proposing realistic 
drug testing qualifications for drivers. 

:l. Work with Air Quality Managelnent· Oistricts 
to decrease congestion through truck 
pricing practices. . 

4. Require carriers with low safety scores to 
demonstrate that requested rate reductions 
will measurably improve- the carrier's 
satety score. 

5. Require all contracts to include a 
prOVision which binds the shipper to the 
carrier and makes the shipper co-liable for 
all accidents arising trom the carrier's 
performance for the contract shipper. 

Additionally,_ C'I'A's. policy witness testified that in 
contor.ma.nce with AS 3490 (Stats. 1988, eh. 1175·, the Commission 
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should estaDlish regulations for new entrants which require them 
to: 

1. Be financially and organizationally capable 
of conducting an operation within the rules 
and. requlations of the CliP .. 

2. Be conunitted. to oDserving the hours of 
service requlations for all employees and 
subhaulers operating vehicles under the 
applicant's operating authQrity •. 

3. Have a Commercial Vehicle Safety Alliance 
sticker for each vehicle and a preventive 
maintenance program that conforms with CHP 
regulations. 

4. participate in the OMV's driver pull notice 
program and in a program to reqularly check 
the d.riving records of all employees anci 
subhaulers operating vehicles which require 
a class 1 driver license. 

5. Have a safety education and. training 
program for all employees and. subhaulers 
operating vehicles under the applicant's 
operating authority. 

6·. Pass a written test to ascertain the 
applicant's knowledge of vehicle 
maintenance standards. 

Convinced that rate regulation and. safety are related and 
that police enforcement cannot alone compensate for safety 
problems, C'l'A developed a safety sco:z::e to predict carrier accident 
and citation rates from carrier income statements. eTA argued. that 
safety performance is affected DY a carrier's operating margin, 
driVer laDor as a percent of revenue and expenses, and purchaseci 
transportation as a percent o·f expenses. From this, C'rA concluded 
that carrier safety performance could be predicted. DY the 
profitability and driver compensation practiees.of trucking firms. 
CTA claims that the satety scores developed from these factors have 

. . 
their greatest predictive accuracy at the extremes (e~g. carriers 
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with the lowest scores present the most danqer on the highways) and 
recommends limitin9 rate tree40m tor carrier~ that rank in the 
lower one-third. 

Additionally, CTA notes that over 90% oftruck-at-fault 
accidents are caused by driver error and attributes this to, lower 
driver wages and deregulation. 

Ad Hoe argues that less restrictive rate regulation 
places economic pressure on carriers which causes them to overwork 
drivers" reduce maintenance, and violate safety laws. Ad Hoe 
supports this argument by assertinq that safety declined durinq the 
period of lessened rate regulation, 19'81-1986. Finally, Ad Hoe 
does· not support the contention that direct enforcement is the most 
effective means of providing safety to the p~lic,. and claims that 
rate regulation is needed to ensure satety. 

WCFTB is convinced that unregulated carriers have a worse 
safety record than regulated carriers and rejects the evidence that 
a correlation does not exist between economic regulation and 
safety. WCFTB is also opposed to the regulatory proposals which 
increase rate flexibility, on the grounds that many carriers will 
experience extreme hardship and safety will deteriorate. These 
concerns combined with recent safety leqislationcause WCFTB to' 
recommend that the Commission conduct a more comprehensive 
investigation into the effects of DRA's proposal. 

Teamsters, NMFTA and Hegarty argue that much of the 
trucking industry has not achieved a sufficient level of truck 
safety. These parties believe that flexible rate regulation would 
place downwarcl pressure on rates and wages, cause carriers to 
reduce repair and maintenance expense, and make it cliffieult to 
replace aging equipment and attract well-qualified drivers. 
Aclclitionally, these parties, seriously doubt that direct enforcement 
alone will be,sufficient to keep the highways safe .. ' 
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Eartjes SURPorting Direct Entoreemen~ 
ORA contends that a direct link ~etween rate regulation 

and safety does not exist,. and cites the lack of evidence Which 
would correlate accident data with rate regulation to support this 
claim. ORA supports its claim with studies on the profita~ility of 
unregulated vs. requlated carriage during the 19aO-1986 transition 
period, correlations ~etween pro'fita~ility and requlation, and the 
evidence presented by FTC in this proceeding. 

ORA argues that direct safety enforcement is the most 
cost effective method of protecting the public from irresponsi~le 
carriers. Unsafe operations can cause unreli~le service and 
result in hiqher rates for liability and worker's compensation 
insurance~ ORA believes that carriers seeking to operate 
'profita~ly will operate safely because safety pays.. ORA supports 
safety programs that suspend or revoke carrier operating authority 
to ensure compliance with insurance requirements, CH?'s safety 
inspection standards and maintenance of safety related records • 
Finally, ORA concludes that safety enforcement is the most 
effectiVe means for improving safety. ORA recommends the 
Commission enhance direct safety enforcement by: 

1 .. 

2. 

.., 
oJ • 

PrOviding CHP yearly carrier mileage data 
for computing carrier accident and citation 
rates using CHP's MISTER records. 

Working with CHP to develop a numbering 
system which allows intrasta~e regulated 
motor carriers to, be identified in CHP's 
MISTER records ~y a single number in place 
of both a commission an~ CHP number. 

Augmenting the list of owner-operators, 
required by AB 2706, 'with carriers that 
receive su~haul only revenue,. if neces~ry. 

Working. with CHP to' ilnplement recent' 
legislation which requires joint action. 
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In response to CTA's research on highway safety ORA 
arques that the safety score methodology is flawecl and at ~est only 
a preliminary inclicator of safety~ specifically, O~ claims that 
C'I'A's research has severe database,. variable and methodologi~l 
pro~lems that rencler the findings inaccurate and the conclusions 
invalid~ 

'rhe coalition supports direct enforcement as the most 
effective method of improving hiqhway safety, ,and references recent 
safety legislation as being consistent wita this position. The 
Coalition also believes that safety is cost-effective, citing 
carrier testimony that safety programs reduce insurance costs and 
help avoid CHP citations. 

'I'he coalition has many of the same concerns with CTA's 
safety score methoaology as O~. First, the Coalition challenges 
eTA's logic which favors carriers that do not use s~haulers. 
Seconal' the Coalition identifies the application of inconsistent 
data (interstate and intrastate miles are used to· compute accident 
ancl citation rates ~asea upon. intrastate-only accident and. citation 
experiences). Third,. CTA's statistical methodology is extremely 
sensitive to small variations in data. The Coalition concludes 
that CTA's safety score proposal and underlying stud.ies are not 
supportable .. 

Fischer contends that there is no· conclusive proof that 
flexi~le rate regulation will leaa to financial distress sufficient 
to ad.versely affect safety.. Similarly,. Fischer argues that there 
is no convincing evid.ence that continuing the current pro9ram will 
have a positive effect on safety.. Finally,. Fischer provides the 
following quote from CTA"s witness Garland Chow to· support 
these conclusions.: 

"The issue of how economic, regulation im!Oacts 
safety is still unanswered." (EXhi~it· :1850·,. 
p. 4.) 
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CPIL also argues that there is not a 4irect correlation 
between rate regulation anQ highway safety~ If such a correlation 
existe~, CPIL conclu4es that carriers wou14 have to receive excess 
profits to improve safety. CPIL proposes a targete4 approach to, 
safety regulation an4 recommends that the commission work with 
other agencies to prevent regulatory overlap· an~ opti~ize use of 
resources. 

CMA, NSSTC and Mike Conrotto Trucking support direct 
enforcement as the }:lest method of improving highway safety and 
argue that accident data shows little correlation between rate 
regul~tion an4 safety~ Furthermore, these parties conten4 that 
safety is an enhancement to, profits throuqh lower insurance costs, 
lower C~ fines and lower risk. 

Finally,. CMA claims that the data }:lase for C'I'A's safety 
score proposal has ~undamental flaws and that the safety score is a 
poor predictor of accident and citation experience. CMk believes 
that the best predictor of a carrier's future safetyrecor4 is the 
carrier's current safety record •. 

Safety Legislation 
Recently enacted. State legislation has significantly 

strengthened safety regulation. SB 2594 (Stats •. 198.8., Ch. 15Q9) 

put into· effect commercial Qriver license requirements from the 
Federal Commercial Motor Vehicle Safety Act of 1986 (Title XII of 
PI. 99-570). In compliance with this leqislation OMV' establishe4 
more strinqent testinq and licensinq requirements an4 increase4 
sanctions for serious traffic violations. 

AB :3490 (Stats. 1"988,. Ch. 1175) specifies additional 
entry requirements for new intrastate regulated motor carriers. 
This legislation. mandates that new entrants anQ transferees 
must: 

1. Be financially and organizationally able to 
conduct an operation that complies with the 
rules. and. regulations of the CHP'. 
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2. Commit to observing the hours of service 
re9\1lations,. 

3. Have a preventive maintenance pr09'ram for 
its vehicles that conforms to CHP 
re9\11ations. 

4. Participate in a proqram to regularly check 
the driving records, of all employees and 
subhaulers which operate vehicles requirinq 
a class 1 driver's license. 

s. Have a safety education and traininq 
program tor all employees and sUbhaulers. 

6. Maintain vehicles in a sate operating 
condition and in compliance with the.satety 
provisions of the vehicle Code and 
regulations in Title 13 of the California 
Code of Regulations. 

7. File with the Commission a certificate of 
workers' compensation insurance covera~e 
for employees or a Division ot IndustrJ.al 
Relations certiticate ot consent to selt
insure. 

8. Provide the Commission with the address ot 
an otfice or terminal where' documents 
supportinq these requirements can ~e 
inspected •. 

Another recently enacted. safety law I AB 3489 (Stats •. 
1988, Ch. 916), formalizes the CHP/Commission suspension process 
for carriers not meeting the State's safety requirements. this 
leqislation also requires the commission to s~mit to CHP and the 
carrier's insurer a list of each intrastate carrier~s equipment 
from the preceding year. Carriers who· have tailed to obtain 
inzur~nee !or all their vehiCles may be tined and/or have their 
operating authority suspended. 

Concerns about carrier safety were also, addressed in 
AB 2706 (Stats. 1988" Ch.. 1586-). AB 2706 requires commercial 
carriers to have their equipment inspected every 45 days and to 
sche4ule a CHP' terminal inspeetion at least every 25 months~ An 
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unsatisfactory terminal rating can result in suspension or 
revocation of the carrier's operating authority. 

AB 2706 also, requ.ires the Commission to annually identify 
owner-operators and send a list of these carriers along with their 
commercial ~river license n~ers to OMV. OMV must notity the 
Commission when an owner-operator's driver license is suspende~ or 
revoked~ and the Commission must act to suspend or revoke the 
carrier's operating authority., 

Finally, this, legislation subjects carriers to fines 
and/or imprisonment tor employinq a driver without a valid 
commercial driver license~ Carriers· must also, participate in OMV's 
pull-notice program and check the driving records of all class 1 

anc: 2 (class A and B it licensed atter January 1,. 1989) drivers at 
~east once a year • 

. In addition to the legislation that strengthens safety 
standards, SB 2876, (Stats 1988~ Ch. 15,96) mandates that CliP:: 

(1) perform additional annual roadside inspections of commercial 
vehicles, and (2) report on the teasibility of implementing an 
incentive program tor commercial drivers with excellent records. 

~ney Responsibiliti~s 

Althou9h CHP has primary responsibility tor motor carrier 
safety, other agencies have contplementary roles. Generally, CHF is 
charged with enforcing the rules of the road,. setting satety 
standards tor commercial carrier operations, and inspecting carrier 
operations .. 

. The Commission has responsibility to ensure that new 
carriers are financially fit and able to, conduct safe operations. 
Additionally, the Commission coordinates with other agencies :by 
suspending the operatin9 authority of unsate carriers and owner
operators without a valid driver license and :by providing safety 
related data .. 

OMV' is responsi:ble for licensing standards and· 
procedures. This includes furnishing information to-the Commission 
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on the status of owner-operator driver licenses and oversiCJht of 
commercial driver training programs, includ.ing driving SChools. 

The Department of Health Services is charged with 
reqisterinq carriers of hazard.ous waste materials and enforcing 
special hazardous waste transportation rules.. CHP' also ove~sees 
hazardous material carriers. The table below identifies motor 
carrier safety proqra:ms and the responsible State aqencies • 
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Discussion 
The relationship between satety and rate requlation was 

one of the more heavily contested issues. Rigid Rate Proponents 
argue that rate regulation results in safer carriers and that 
tinancially healthy carriers spend more on safety. Stated 
ditf~rently, they argue that hig-her carrier profits result in more 
ded.ication of those protits to safety-relatec:1 expenses. 

This argument fails for several reasons. Rate requlation 
alone cannot ensure higher carrier profits. To do so it must be 
accompanied by: (1) restrictec:1 entry to' prevent overcapacity, and 
(2) rates that yield profits higher than a workably competitive 
market. The rigid rate requlation proposals in this proceeding do 
not a~dress the interaction between carrier profits, and capacity. 
Becau~e higher rates will entice more entrants, rigid rate 
regulation without limited entry will do· little tor carrier 
profits.. Furthermore" the current and. proposed rigid rate progr~ 
do not restrict entry and cannot prevent overcapacity if rates are 
set to, provide higher profits than a workably competitive market. 
From this. analysis we conclude that the current and proposed rigid. 
rate proposals will not result in higher profits or satety 
expenditures than those of a workably competitive market. 

Rigid rate requlation is an imperfect approach to safety. 
Without carrier profits in excess of competitive market profits 
there is no increase in financial ability to' make safety 
expend.itures. Even if there were higher carrier prOfits, carriers 
are not required to' increase safety expenditures;, carriers, allocate 
operating revenues in their own best interest. Commissioner Calvo 
recognized this in his concurrence to 0'.86-04-045: 

"Regardless of what rates carrier~ charge" 
profits can always be increased by reeucinq 
costs through lower levels ot maintenance ane 
less· rigie adherence to- s.ate. operating 
practices., Thus rate regulation is at ~est an 
imperfect tool. to achieve safety qoalsp~ 
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consistent with this lo~ic, the credible evidence in this 
proceeding demonstrates that rigid rate regulation will not i~prove 
safety. Our satety efforts will be applied to direct enforcement 
pro~rams. 

We agree with Commissioner Calvo's, statement, and believe 
the te~islature" by enacting tough satety requirements that provide 
for direct satety re9\llation and enforcement, also recognized that 
rate regulation is not the solution to safety problems. We commend 
and fully support the Legislature in this end.eavor and will 
allocate our resources to enforce these new safety requirements. 

We will aetively participate in the satety task torce 
~st~lished in response to Senate Concurrent Resolution &7_ The 
task force is directed to study methods ot improving heavy 
commercial vehicle and driver satety, includ.inq improved 
coordination among State agencies and commissions having 
jurisdiction and responsibility for trucking ~fety. Besides the 
commission, the task torce includes,representatives of CHP, OMV, 
Office of Traffic Satety in the Business, Transportation and. 

Housin~ Agency" Departlnent of Transportation, labor organizations, 
various segments of the trucking and shippin~ industries, and motor 
vehicle owners' and operators' orqanizations., 

Finally, we will act to· protect the public safety in 
three additional ways. First, in conformance with AB, 3490 we are 
establishing specific guidelines, and criteria to ensure that new 
carriers are financially viable and operate in a safe manner. 
Although existing carriers are not impacted by AB, 3490's entry 
requirements, we place the industry on notice'that this subject 
will ~e aooressed in a subsequent proee~din9. We ~elieve AS 3490 
provides the public needed protection with respect to· new carriers 
an~ that" where appropriate,. eXisting carriers should 'meet similar 
standards. 

SecQnd, the Commission statf has an ongoing 
responsibility to' investi9'ate carrier' operations tor compliance 

- 73 -



' . 

• 

• 

I.ss-oe-046 AU/FSF/j .•• /jt 'If 

with commission requirements and in response to public complaints. 
FielQ offices are located throughout the State to fulfill this 
responsi~ility. We will direct the Commission staff in the course 
of these investigations to· inspect new carrier driver education and 
training program records for compliance with State law. Where 
violations are found the Commission staff should take steps· to 
ensure carrier compliance anQ recommend sanctions when necessary. 

Third,. the record reflects that some carriers continue to 
operate after the suspension or revocation of their. 'operating
authority~ Although Commission records indicate which earriers 
hold. valid opera~ing authority, this information is not readily 
availa~le to· the pub·lic~ We ~elieve the public will ~e ~etter 
served and protected if this information is easily accessi~le. 
therefore, we will provide a toll free telephone number which the 
public can use to verify a carrier's operating authority. 
Adopted Regu.latorv Progra:m. 

Our policy is· to esta~lish a regulatory' prog-ram whieh 
ensures that carriers provide the pul:>lic with competitive and 
nondiscriminatory rates, g'ood service,. and safe drivers and 
~quipment.. As explained above,. we ~elieve that the best way to 
iL'plement this policy is thro'.lg-h flexi~le rate regulation and 
stronger noneconomic regulation. Where reg'ulation is not needed to 
achieve this policy,. none will ~e provided.. Consistent .... ith this,. 
the following regulatory prog-ram will ~e adopted: 

common Carrier Tariff Bates 

Common carriers may individually set rates 
within a zone of reasonableness without 
further Commission approval.. The upper end 
of the zone of reasona~leness is cumulative 
rate increases not greater than 10% over a 
12-month period.· The. lower bound of the 
zone is varia~le costs,. which are in part 
carrier-specifie ". 
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Collective ratemaking un4er § 496 of the 
Pu~lic Utilities Code and authorization of 
rates outside the zone reasona~leness 
require a formal application. 

Rates withdrawn or amended within 30 days 
shall have no, effect on the 10% upwar4 rate 
limitation, so' long as rates stay within 
the Zone of reasona~leness. 

All rates shall ~e filed with the 
Commission as Tariff Filings and~ except 
those which require an application to, De 
filed~ shall ~ecome eftective 10 days after 
appearing on the Commission's Oaily 
Transportation Calendar. 

The conditions of common carrier service 
and complete criteria to- qualify for rates, 
including discounts,. shall be contained. in 
each carrier's tariffs. 

Rates shall be nondiscriminatory. No 
secret codes-, undisclosed discounts" or 
write-in tariffs shall be permitted. All 
discounts shall be identified and eross
referenced in the carrier's tariffs. 

The freight bills of carriers which 
publish discounts-, must contain: (1) a 
statement that discounts may ~e applicable, 
and (2) the carrie:"s phone nulnber and 
address to- o~tain further intormation. 

~ommon Carri~r Contract Rates 

Contract carriers that have common carrier 
authority may enter into contracts tor 
common carrier service for a periOd of up 
to one year without Commission approval. 
Contracts- shall be effective 10 days after 
appearing on the Commission's Daily 
Transportation Calendar. 

Common carrier contracts may only provide 
service at rates which are equivalent to
the, common carrier"s filed tariff rate.s, 
but may lOCk in rates over the life of the 
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eontraet or proviee for adjustments tied to specified 
eeonomic fae~ors. 

All common carrier contracts must be tiled 
with the Commission and are public 
documents. 

SRC£ial Contract Rates 

Special contracts are only for service or 
under conditions which: (1) arc not 
normally provided under common carrier 
tariff rates by any carrier~ and/or (2) 
provide for a special~ continuinq 
relationship bet~een the carrier and the 
shipper. Deeicated e~ipment is not 
requiree .. 

Special contract rates must ~e hiqher than 
vari~le costs, the- same as tor common 
carrier rates. 

Special contracts require Commission staft 
review to· insure that a special 
relationship exists between the carrier and 
the shipper and/or service is not normally 
available under common carrier tarift 
rates. Unless suspended by the Executive 
Director, special contracts shall become 
effectiVe 20 days after appearinq on the 
Commission"s Daily 'l'ransportation Calendar .. 

All special contracts must be filed with 
the COmlnission and are P~lic documents. 

$uspension of Rates 

The Executive Director may suspend common 
carrier tari~ts, common carrier contracts 
or special contracts one time tor an! 
additional :3'0 days ~ . after which they will 
become effective unless tu~er suspended 
or denied by Commission order. 

Servics; 

All common carriers will be required, to 
provide a minimum service level of one 
pickup· or. delivery per week for all points 
which are served uneer, the respective 
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carrier~s ~iled tariffs, if that service is 
requested ~y any shipper. 

Common carriers which serve at the minimum 
service level are encouraged to also otfer 
enhanced service, such as service on 
demand, to small and rUral communities. 

Co~ission staff will conduct surveys ot 
service to' small and rural communities and 
publish the results. 

SafeSy 

Commission statf will monitor carrier 
driver education and training programs. 

Safety related programs and data will be 
coordinated with other governmental 
agencies. 

Commission staff will esta~lish a toll tree 
telephone n~er tor verifying a carrier's 
operating authority • 

Carrier entry requirements established in 
connection with AS 3490 will be extended, 
where appropriate,. to- existinq carriers in 
a future proceeding. 

Under this requlatory proqram, common carriers must hold 
themselves out to· serve the general pu~lie ~y filing tariffs in 
accordance with PTJ §§ 486·, 487, 4a8, and 493 (a). All common 
carrier tariffs should describe accurately and fully the services 
offered to the p@lic and provide the specific rate or the basis 
for calculating it for. the performance ot those services and the 
related classifications, rUles and practices. Tariffs should also 
be tiled and maintained in a way that allows all users to determine 
the exact rate applicable to any qiven shipment. All discounts V/' 
shall be identified alone:! with the qualitying criteria. We will 
enforce the PO' Code prohib·i tions against common carrier tariffs 
Which. are shipper specific~· 
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Additionally, common carriers that hold contract carrier 
authority may enter into common carrier contracts and contracts for 
service not provided under common carrier tariffs, i.e. special 
contracts. Common carrier contracts shall ~e at common carrier 
rates, ~ut may lock in rates" be 'linked to, specific escalation 
factors, and use alternate classification or rating systems .. 
However, any classification or rating' system must be designed. to 
produce the common carrier's tariff rates and shall require the 
carrier to be lia~le for loss and damage to' the same extent it is 
liable unaer common carrier tariffs. 

Contract carriers as such are not required to· hold 
tbemselves out to, serve the g'eneral public~ ~utmay enter into· 
special contracts,~ Special contracts are for service or under 
conditions which:: (1), are not normally provided under common 
carrier tariffs ~y any carrier, and/,o'!: (2) proviae tor a special, 
continuing relationship between the carrier and shipper. Special 
contracts may be effective on 20 days" notice unless suspended; 
The Executive Director may suspend a special contract prior to its 
effective date if it does not comport with the above criteria .. 

Contract carriers that also· hold common carrier authority 
may enter into either special contracts or common carrier contracts 
at their tiled common carrier rates. Contract carriers may acquire 
common carrier authority once all common carrier requirements are 
satistied. 

All suspensions shall be tor not more than 30' days- anc! 
may be initiated. either on the Exec1.1.tive Director's own motion or 
after protes't as set forth in C .. O. 147-B·" attached as Append.ix F. 

After the suspension period~ a contract will become etfective 
unless turther suspended or denied ~y Commission orc:ter. The 
suspension proeec:tures are similar tor all types ot carriage--coXllI:1on 
carrier taritfs r common carrier contracts anc:t special contracts. 

In Dw89'S7S·, we specified the proper scope of Highway 
Contract Carrier operations. That'decis-ion states that H'a contract 
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carrier must generally have a oontinuing relationship with the 
shipper or shippers it serves" and that "a oontinuing relationship' 
oannot ~e predioated upon a single shipment." The deoision went on 
to· state that "a oontinuing relationship requires that servioe be 
provided periodioally over a period of time not less than 30 days 
in duration." 

We do not intend to depart from the definition of oommon 
and. contract carriage oontained in D.89575·,. but we will further 
define the proper soope of oontraot oarriage and speoify the 
transportation oharaoteristios and shipper responsibilities that 
id.entify a speoial oontraot~ 

Most simply' put,. speoial oontraots will be authorized 
where: (1) the transportation servioes are not provided l:>y any 
oarrier under oommon oarrier rates: or (2) there exists a 
oontinuing relationship ~etween oarrier and. shipper, and the 
oontraots provide tor meaningful shipper obliqationsbeyond the 
obligation to pay tor services provided • 

Some oommenters to the Proposed Decision restated. 
arqwnents that all oontraots be oonfidential, on the grounds that 
diselosure of oontraot terms unfairly releases proprietary 
information to the shipper's oompetitors. Contracts are not now 
oontidential. Beoause ready aocess to intormation enoourages 
competition and disoourages discrimination we will not allow 
oonfidentiality. Contracts shall be public documents. 

The following guidelines apply: 
1. A continuing relationship requires that servioe be 

required over a period of not less than 30, days and 
include more than a single shipment. A continuing 
relationship cannot be predicated upon a single 
shipment ... 
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2. The special contract requirement for a meaningf~l 
shipper o~liqation can be met by either of the 
followin<;r conditions,: 
A.. A minim1.1ln of $1000 per month of d.elivereet 
transportat'ion services" or 
S.. Other obligations not descr~ed above but which. 
call for a substantial shipper obligation of a type 
not found in com:non carrier tariffs.. Examples ar~ 
plant security arrangements; unusual sChed.ulin<;r 
agreements; guaranteed demand; services covering more 
than intrastate operations, such as interstate or 
exempt carriage; and so- forth. We warn carriers that 
staff investigation of these unusual ob,ligations may 
trigger 30-day contract suspensions by the Executive 
Oirector. Meeting the $1000 mi~imum will be easier 
to determine within the 20-day effective date period. 

3. In a special contract a shipper c~n be either the 
consignee or consignor. Normally the shipper is 
regarded as the party who pays the eharges for the 
transportation provided~ However, the shipper may 
also be the party who controls the traffic" for 
example a manufacturer who ships freight collect to 
dealers of his product .. 

4. carriers must keep copies of contracts at their 
offices for the terms of the contracts and for not 
less than three years after expiration .. 

5. Contracts shall be filed with the Commission and 
shall be public d.ocwnents. . 

Subhaulers continue to, be classified as contract and 
, ' 

common carriers and afforded, the 5a1ne requ'latory treatment as prime 
carriers. This is d:iseussed in more detail in the S31bhaulet,:: 
section of this decision. 
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There will be no barriers to entry in terms of limitinq 
operating authorities, commodities or routes. Carriers will be 
allowed to individually set rates without additional Commission 
approval. Common carrier rate increasez greater than 10% or 
cumulatively greater than 10% tor the last 12 months,. all rates at 
less than variable costs and rates collectively set unde= § 496· 
will require forxnal app-lication~. 

To provide for an orderly conversion to our adopted 
requlatory program, we will grandfather under G-.O. 147-:8 all rates 
and contracts which are CJoverned by C.O'. 147-A and in effect on the 
date of this decision. Thia will allowqeneral freight contracts 
to remain in effect until their expiration dAte or for one~ year, 
whichever comes first. However, within 90 dAYS from the date of 
this decision, all common carrier tariffs, except shipper specific 
tariffs and rates which include write-in tariffs, must conform to 
G.O. 147-2 requirements. . 

We will instruct the Executive Director to propose a 
program which requires shipper specific tariffs and rates" 
including write-in tariffs, to conform to C .. O·. 147-B. 

As previously discussed all parties agree with our 
primary goal of providing the public with safe, reliable service at 
reasona~le, nondiscriminatory rates. Below we show how each of 
these criteria meshes with our adopted program. 

~atety, serxiee aDd' Price Pis£riminatiou 
The adopted program meets policy qoals in these areas, as 

discussed previously. The program does not. conflict with the 
Co:mmission's safety goals'l as discussed in the Safety and. Entry 
Reguirem~nts section. Flexi~ility in settinqrates will not 
compromise safety as long as- direct enforcement activities are 
qiven full support. 

We a~ree with the Riqid Rate Proponents that the trucking 
industry is unique in that it provides a service to,the public. over 
public roads. From. this we conclude that'colrllnon carl:iers should. 
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provide the public with a minimum level of service. To ensur~ 
adequate and reliable servi~e to, small and rural ~ommunitics,. we 
will require ~ommon carriers to serve, at least once per week, each 
community for which they have file~ tariff. rates. service may be 
provided directly by the carrier or through arrangements with other 
carriers. Service need not be provided if none has been requested. 

Additionally, we instruct the Conunission staff to cond.uct 
studies of service to communities and tratfic lanes statewide .. 
These surveys should. be published and where problems exist 
recommendations made for corrective action. 

Even though nondiscriminatory rates are a legal 
requirement for any rate proqram, price discrimination can exist 
with or without economic regulation. An economically requlated 
m~rket can lead to discriminatory pricinq (witness current write-in 
tariffs that result in secret discounts to shippers) just as easily 
as one that is unrestrained.. 1'0 minimize the potentia,l for rate 
discrimination in our adopted'program, the followinq safeguards 
will be enforced:: 

lw All requirements for discounts must be 
contained' in. the carrier's filed tariffs •. 

2. Common carrier service can only be provided 
at common carrier tiled tariff rates .. 

3. Common carriers must bill for services at 
the lowest discounted tariff rate 
applica~le .. 

4. All common carrier contracts and special 
contracts must be filed with the Commission 
and available for public inspection • . 

5. All tariff and contract filings will be 
noticed in the commission's Oaily 
Transportation Calendar. 
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~tmits to ZQDe ot Reasonabl~ 
We have tound that in a workably competitive market, rate V 

tlexibility within a zone ot reasonableness will provide reasonable 
rates. 

The upper limit to the zone ot reasonableness will be a 
cap on rate increases set at 10% over the lowest rates within the 
previous 12 months. Atter considerins recorded changes in the TFCI 
ancl likely tluctuations uncler no:cnal market conditions" we find 
that a 10% ceiling on increases over a 12-month period should 
provide sufficientflexib·ility for the zone of reasonableness. The 
10% ceiling will allow a COMon carrier· to increase any rate as 
otten as it chooses within a 1.2-month period as lon9 as the total 
ot all increases tor that rate do not exceed 10%. A common carrier 
will also be able to decrease any rate as otten as it likes, but 
any decreased rate cannot sUbsequently be increased by more than 
10% within a 12-month period. Each carrier thus establishes its 
own floor by knowing that no rate can be increased by more than the 
ceiling. We warn carriers that efforts to· avoid the 10% cap on 
rate increases, tor example by making cosmetie changes to tarift 
conditions then claiming that an increased rate is for difterent 
service I' shall be monitored closely. Tarift filings .... ·hich attempt 
to subvert the intentions ot the zone of reasonableness shall be 
rejected:. 

The TFCI was,designecl as a system to track cost changes 
for motor carriers of truckload and less-than-truckload general 
treight~ The index, which is substantially as proposecl by ~ ancl 
eTA in Application (A., 83-11-049, was adopted in D.86-04-045 and 
went into etfect July 1, 1987. Costs are aggreqatecl into seven 
categories each with a surrogate to, measure actual cost changes. 
With the exception ot the labor and: insurance categories various 
TJnited States Department o,t, Labor, Bureau ot Labor Statistics 
producer price indexes (producer price, indexes) are used as. 
surrogates for all categories.. The surrogate for labor is 
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developed from the COml'llission' s Kighway Carri.ers Prevailing Wage 
Report (prevailing Wage Report), and the surrogate tor insurance is 
~ased on the California Automobile Assiqn~d Risk Plan. 

A review of Prevailing Wage Reports from 1980 and 
recorded changes in producer price indexes from 1961 indicates that 
yearly increases. o·t 10% are not uncommon. Ac!c!itionally,. Exhib·it 4 
in A.83-11-049 (sponsored:by C'l'A and adopted by ~) calculated an 
11 •. 4% increase in the 'l'FCI tor 1981 •. While annual inflationary 
ch.anges are uS\1ally less than 10%, we conclude from the recorded 
inflationary data and Exhibit 4 in A.83-11-049· that. an annual 
ceiling of 10% provides sufficient pricing freedom for carriers to 
reflect normal inflationary variations. 

Having shown that th.e 10% limit is sufficiently flexible, 
we m\1st also· be convinced that it provides adequate protection 
against possible market failures. Any upper limit to rates serves 
to protect against monopoly pricing ~nd predatory pricing- Because 
entry into· the market is relatively unrestricted,. workable market 
competition by itself prevents monopoly,pricing. As discussed 
earlier, competition also protects against predatory pric~ng, and 
only minimal adeieei protections are needed. The 10% limit will 
SUfficiently limit carrier price increases, especially because in a 
predatory priCing attempt the price increase must follow a decrease 
to, drive competitors out of the market,. and that decrease itself 
lowers. the base price to which the 10% is applied. 

Although the principal protections against destructive 
pricing- below cost are today's stable economy anci competition 
itself,. we will provide the further protection of a lower bound to 
the zone of reasonableness.. There is no simple rule stating at 
what point pricing below tull lcmq run costs l:Iecomes. ciestructive. 
A. lower limit set at full costs woulci be overly protective, to the 
point of being- economically inefficient·. A full cost limit would 
work t~support inefficient carriers~ the benefits of competition 
would ~e lost and prices would rise •. 
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In our ju~qment a lower limit of a carrier's variable 
cost is a reasona~~e protection against destructive pricing 
practices by both common and contract carriers. We realize that 
~istinctions between fixed and variable costs depend on the time 
frame of the carrier. Economically, the very definition of the 
long term is when all costs, become variable" which is an elegant 
way of saying that even long run fixed costs have to be paid 
sometime. For practical purposes a carrier's tixed costs are those 
assignable to capital investment and overheads_ Variable costs are 
most closely related to day-to-day expenses such as driver labor, 
fuel, tires and maintenance_ Thus a lower limit of variable costs 
will ~eep a carrier's 'revenues high enough to· pay wages, fuel and 
tire costs, maintenance r and insurance. 

The chosen definition of variable costs should also 
include as much ot a carrier's safety expenses-as is. practical, not 
in support of anY,economic theory but to' remove from carriers any 
incentive to, operate unsafely. For this reason we will include 
insurance and maintenance as variable costs., We have little 
control over carriers' accounting conventions. for safety-related 
training, maintenance and inspection· costs. It is likely that 
these are found in accounting categories for both maintenance and 
overheads. However f we will not insis'c on inclu~ing overheads 
within the adopted detinition ot variable costs solely to capture 
~n uncertain fraction dedicated to· safety. 

variable Cost Caleglation 
We have determined that variable costs should include 

driver labor, fuel, tires, maintenance and insurance. They will 
not include capital costS and overhead. 

We choose also to· make variable costs carrier~speei!ic, 
at least for labor, which tor most carriers is the largest variable 
eostp For other cost elements we will use industry averages. for 
the remainder ot 1989, we will set those other costs based on data 
used to' determine the 'rFCI, which has been adopted:by: the 
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commission. 'I'herea:fter we will adopt new val\les ann\lally, based. on 
inputs to 'I'ransportation Division-sponsored. worXshops.. Use ot the / 
'I'FCI data set :for the rest o:f 1989 is more reasonable than delaying ~ 
the entire program until more precise :fiqures are available. 

With every tariff filinq that changes rates, a carrier 
must tile a completed. "FLOOR PRICE CALCOLATION" form, ~hich is 
attached to· G .. O .. 147-B .. 

'I'he :formula used to d.evelop the torm is based on earrier
specitic labor costs adjusted· upward to cover industry-wide waqe 
adders, plus an aggregate figure which includes industry-wide 
average cos~s for fuel, tires, maintenance and insurance. For the 
remainder o·! 1989 the formul.a is: 

(Driver Labor Cost,. Simile) x (adjustlnent factor tor waqe adders) 
... (tuel, tire, maintenance and insurance costs;- SImile) 

• (oriver Labor Cost per mile) X" 1 ... 261 ... 0 ... 466 . 

• Floor Price (SImile) .. 

'I'he 1989 data used. on the torm is derived as follows: 
The carrier's Driver Labor Cost is system average driver 

wages per mile,. plus adders, to be determined by the earrier~ 
Annual report data should be used to derive the figure,. or an 
estimated. rate can be used for oW'l'ler-operators. 

The factor used.· to· increase Driver Labor Cost to account 
tor wage adders. includes Social S~curity (FICA), Fecleral 
unemployment Insurance (FOI) , Sta~e Unemployment Insurance (SUI) 
and workers compensation. The FICA rate tor 1989 is 7.5·1% up to 
$48,000 annual qross,. which. exceeds most driver income. The FOI 
rate is 0.8% ot the first S7000. The SUI rate varies,. but stat:! 
cost engineers have consistently \ls.ed 4 .. 2% o·t the first $7000. 
Workers. eompensation rates vary quarterly· and. by ind.ustry;: the rate 
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for the first qua.rter of 1989 was 16.95% and we shall use it .. 
Because FOX and SUI costs depend on annual income, we must estimate 
that!igure .. For 1989 we will use prevailing wage data for 
statewide line haul drivers of five or more axles: $10 .. 71 base 
hourly wage x 1977 .. 6 average hours per year • $21,,180 ... 10 annual 
income. For that income level the overall adjustment factor equals 
26 .. 1% of wages... That factor is reasonable for use during the 
remainder of 1989... An argument can be made that for regularly 
employed drivers FO'I and SUI are not variable costs at all, but we 
retain them for now to- qive carriers no disincentives to make 
unemployment payments. 

Oata for other costs are taken from the same data set 
used to· calculate the TFCI,. modified to exclude those carriers that 
did not report vehicle miles in their annual reports.. Average 
costs are shown. in Table 2 below: 

TABLE 2 
CALC'OI..Al'ION OF OTHER COS'IS 

--------------~---~~------------~-~-.~------

Cost Element 

Fuel 
Tires 
Maintenance 
Insurance 

Total 

Industry Average~ in Simile 
~~-----------~~-----~-------~~ Truckload Less-Than-Truckload 

O ... l77 
0.023 
O .. lS4 
0.102 

0.<,66 

------~~~---~~-----0.185 
0.034 
0.16-1-
0.092 

0.472 
---~--~---------------~---------~---~~-------

The difference ~etween truc~load ('It) and less-then-truc~load (LTt) 
is barely 1% of the total. Although this difference should be 
monitored in future years, for 1989 it is reasona~le to ignore the 
minor difference and use O.466·$/mile for ~oth Tt anQ. 'tTL 
shipments. The benefits of simplified carrier filings. far excee~ 
the dis~enefits of lost accuracy. If all actual rates were indexed 
by these figures, increased accuracy would be important.. For 
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purposes of calculating floor prices, that level of accuracy is 
unnecessary. 

If use of these industry average costs unreason~ly 
confines a carrier's rates, it may demonstrate the reasonableness 
of rates below the standard floor price by formal application to 
the COmmission. This type of application should be no more 
burdensome than the current process of cost justifications, whieh 
further convinces us to· ~e9in the adopted proqram now rather than 
wait until completion of staff workshops on the topie. 

Inc;~nt1.ves tor Comm9D CArriage 
We have determined that the two controls for dividing 

incentives between common and contract carriage are the effective 
dates of each. type o·f filing and the applicability of contract 
earriage .. 

To assure th.at an effective common carriage system 
'prevails in california, we will allow tariff filings to· become 
effective more quiekly than special ·contracts •. In h.is Proposed 
Decision the assigned AlJ recommended that tariffs be effective on 
the date filed.. We agree with the AlJ that. the needs of commerce 
require that rates become effective in less than the 30 days stated 
in § 491. 

costs and 
effective 
Calendar. 

carriers must have the ability to· respond to changes in 
to meet competition.. However, we will maXe tariffs 
10 days after notice appears on the Caily Transportation 

In this way the staff will have an'opportunity to 
briefly analyze the filings and seek with th.e Executive Oirector 
suspensions before the effective dates, where appropriate. The 
requirements for suspension of an effective tariff are 
substantially more rigorous than during the 10-day protest periOd, ~ 
and we must.maintain prote~tions a9'ainst a proliferation of filed. 
tariffs that are incorrect in format or content~ The rejection 
rate for tariff filings under the current program is high enou9h 
that suspension of proposed. tariffs must not be made unduly 
difficult • 
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We will maintain the inoentive tor common over contraot 
carriage by ordering a 20-day effective date for special contracts. 
The AI.J recommended 30 days, but we believe that 20' days,. which. is 
10 days more than for common carrier tariffs, more reasonably 
balances the incentives- for the two· types of service .. 

The et!ectiveness ot a competitive ~ommon carriage market 
would be degraded by unnecessary rate and tariff complexity. For 
this reason we adopt disoounting and billing rules that will 
encourage oarriers to keep· tariffs. simple and understandable to 
shippers.. Carriers should not be able to· use arcane discounting 
rules to hide available discounts from shippers.. Tariffs should be 
open anc:l understandable, not so complicated that actual billed 
rates are determined by shipper savvy instead of the oompetitive 
forces that drive rates toward oosts~ 

A numoer of parties in their comments suggest that common 
oarriers be allowed to reduce rates on an experimental basis .. 
Experimental rates would provide carriers the opportunity to return 
rates to their prior level within a 90-day window. Parties arque 
that rates are otten reduced in expectation of traffic levels which 
may not materialize .. Without-the ability to return rates to their 
prior level carriers either will not risk making sUbstantial rate 
reductions or will be required to operate at a 10~$ .• 

Although we do· not believe experimental rates are 
necessary to safeguard carriers, we will provide carriers with some 
flexibility in this area. An unrestrained experimental rate 
process could lead to a plethora of experimental rates and 

. jeopardize the integrity of the adopted zone ot reasonableness. 
However, we will relax the 10% upward limitation to allow that any 
common carriage tarift may be withdrawn or amended within 20 days 
of its effective date without affecting the lO% ceiling, so· long as 

V'. 

rates stay wi thin the zone o·! reasonableness.. r 
Common carrier rate increase· applications are now 

typically processed on an ex parte basis, with a decision issued 
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within 60 d.ays trom the tiling date., Cownon carriers can continue 
to use this procedure to' request rate increases greater than 10%. 
Rate increase applications should contain a 'request tor ex parte 
treatment, provide justitication for the rate increase, and 
demonstrate that their actions are no'l: pred.atory. This 'procedure, 
along with the 30-d.ay withd.rawal option, af!ords common carriers 
the opportunity to expeditiously return reduced rates· to their 
prior level without compromising the zone ot reasonableness. 

Common. carrier and Special con:t:@e;t.,Requ1,a.t.i2rur 
As explained. elsewhere in this d.ecision and. in the 

general orders~ common carrier contracts will be avail~le to 
carriers with dual authority. This flexi~ility will allow shippers 
and. carriers with continuing relationships to make mutually 
bene!icial agreements without the added o~ligations needed tor 
speCial contracts.. In exchange for the increaseCl flexibility the 
parties agree to charge only tariff rates .. 

However; we are co~cerned about abuses of common carrier 
contracts. wi thout necessary restrictions" they coulcl be written 
to allow rates s~stantially below tariff rates, for example by 
immediate reductions of rates driven ~y a Cleclining inClex. This 
could in turn lead to unreasona~le price discrimination without the 
discrimination protections inherent in common carrier tariffs. In 
order to avoid discrimination we will order that common carrier 
contracts may not be amended or the rates therein adjusted below 
the rates in etfect at the time the contract is si9%led and filed. 
Thus common carrier contract rates cannot fall below the tariff 
rates on which the contract is l:lased. Common carrier contracts can 
be amended or extendeCl as long as this restriction· is met. Common 
carrier contracts do not require a tloor price comparison, as the 
tariff rates themselves have already' passed 'that test~' 

The guidelines to· qualify special ,contracts insist on 
meaningful shipper obligations.' Such oblig:Ltions' are necessary to 
Clistinguish contract carriage. fromconunon·' carriage.. otherwise 

c " • 

- 90 -

/ 
y/' 



• 

• 

• 

I.S8-08-046 AtJ/FSF/j ... /jt 'If 

contract carriers coul~ selectively an~ unfAirly compete Against 
common carriers, who· are hel~ to· higher standards of rates and 
service. 

This still allows much flexi~ility, ~ut not to the point 
that the contracts become s~stitutes for common carriage. Common 
carriers hold themselves out to· serve the pUblic~ With that 
obligation come higher standards ot protection aqainst price 
discrimination, a protection not required of contract carriers. We 
intend to keep th~t distinction in mind in any future enforcement 
actions against contract carriers who actually will serve any 
shipper without a special relationship. We will set no artificial 
limits on numbers of contracts that can be held by a single 
contract carrier; that flexibility encourages us to· enforce 
carefully the special relationship· requirement. 

We choose the service minimums that substantiate the 
special relationship with the intentt¢ allow tlexibility. For 
most contracts we expect that the shipper'S. obligatIon will ~e most 
easily met ~y the minimum service measure ot $1000 per month. This 
limit is low enough to allow small carriers to· participate while 
being large' enough to 9Uarantee more than a single shipment on lnost 
routes. Other obligations can be used to meet the test when they 
are supported in the carrier's filing .. 

It is not our intent that the $1000 per month create any 
"take-or-pay" obligations tor shippers. However,. a shipper failing 
to take that amount ('J·t services will mean that the carrier no 
longer lneets the requirements for special contract approval. 

Under the current regulatory proc;ralll,contracts are 
limited to a one year term.. We will retain that one year limit,. 
but will allow a~ual extensions of contract terms by letter notice 
to· the Commission. 

Mot).ij;oting 
We have discussed at length our preference for a 

requlatory proqram which provides carriers with rate flexibility • 
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Although our adopted program includes a number of safeguards to 
ensure carrier rates are reasona~le, we ~e11eve a monitoring 
program should also be established..... A. monitoring program will 
provide us the opportunity to identify and correct any market 
failures in a timely tashion. 

ORA and CPIL are the only parties that address a 
monitoring program. Both recommend certain monitoring activities 
~e adopted.. CPIL suggests the following' prQ9ram to arm the 
commission with information and expertise, but that we should 
intervene only when necessary to resolve a market tlaw: 

1. Continuous monitoring' ot the degree of 
competition within relevant product and 
geographic markets. . , 

2. sophisticated studies of cost factors for 
efficient carriers by type,. size and 
volUlXle. 

3. Surveillance o·f rates charged, .. and 
evaluation of substantial deviations from 
prior rates. 

4. Strict scrutiny of rates in sectors lacking 
competition .. 

5. Comparison of rates with cost-based rates. 

6. Active investigation of rate levels for 
predation. 

ORA also proposes an ong'oing evaluation of marketa~d 
industry conditions. ~heir proposal requires the Transportation 
Division to prepare and submit reports on the following': 

1. 

2. 

3. 

4. 

5 • 

Number and type of rate filings. 

Oirection and degree of rate movements. 

Operating authority data and trends .. 

Cost and operational changes. 

~ruck-at-fault accident data. 
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6~ Nu~er, nature and disposition of 
complaints and protests. 

ORA and CPIL have recommended a n~er ot monitoring . 
activities that are interesting in understanding the trucking 
industry, ~ut do not directly intluence our primary goal--sate~ 
reliable service at reasonable,. nondiscriminatory rates. 'I'he 
monitoring activities that we consider important to satequard our 
goal are discussed ~elow. 

First~ we will continuously monitor the degree ot 
competition and quality ot service within small and rural 
communities and other trattic lanes as· necessary.. O~viously, this 
activity is desiqned to· spot potential market tailures in the most 
vulnerable locations. The number and type ot public complaints 
tiled with the Commission should ~e used as a quide in determining 
which communities and traftic lanes to target. The current 
complaint procedures provide valuable intormation in many ~reas 
such, as poor or inadequate serVice~ discriminatory rate or service 
practices, and pred'atory or destructive behavior. complaint data 
should sive a strong inc3:ication where further investisation is 
needed .. 

Second, the reasonableness ot rates in trattic lanes and 
communities statewide should ~e reviewed and recommendations made 
when corrective action is warranted. 

Third, truck-at-tault accidents and other related satety 
data will ~e monitored to provide vital intormation concerning 
safety in the trucking industry. 

The responsibility tor this monitorinq proqram will ~e 
assigned to tho, cownission staft .. 

We will not hesitate to mOdity or rescind this decision 
'it changed circumstances cause rates to become unreasonable and 
compromise the responsibility ot the Commission to ensure just and 
reasonable rates. 

Sj:aM2D: AU'th2rity t2r Adopted Pr!)gBm 
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Contrax,t Carriea 
In Unite~States Steel Corp. v. Public Utilities 

Commission, 29 Cal~ 3d 603, 60S (19S1),. the California Supreme 
Court reiterated that PO" § :3 662, governing cont,raet carriers, 
"vestCsJ in the commission discretion to' set minimwn rates, maxilnwn 
rates, or no rates at all." (Citing CTA v.puC, 19 Cal. 34 at 246-
4S.) U.S. S~eel further states: 

that refusal to impose minimum rates Cis) 
permissible when the record failCsJ to 
demonstrate ~an obvious or persuasive need in 
the public interest' or that 'the rates would 
not have a meaningful effect on the 
transportation invo,lved .. ' In addition, 
e~emption from rates'CcanJ be justified when 
'the exemption would not lead to- destructive 
rate practices.' 

Our adopted regulatory proqram for contract carriers does 
not include either maximum or minimum rates, although it does 
include a variable cost floor for carrier set rates. As discussed 
above in the ~struCkiye competition section, in liqht of current 
economic conditions we do, not expect the destructive rate practices 
of sixty years ago to recur.. Thus we have conclucled that rigicl 
protections against destructive rate practices are not necessary 
and that the industry only needs regulatory protection asainst 
extreme circumstances. As discussed above in the himitp %0 Zone 0: 
Reasonableness section, our variable cost floor will therefore 
provide sufficient protection against destructive pricinq_ 
Accordingly, we conclucle that -- with the variable cost floor in 
place -- a rate exemption for contract carriers of general freight 
is justified because it will not lead to clestructive rate 
practices. The floor,is explicitly appliecl to, special contract 
rates. Conunon carriercontraet rates have,already passed the test 
because the floor price appl:!.es to, the tariff rates behind the 
contracts • 
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Commission-set maximum rat~s ar~ lik~wis~ not necessary 
for the contract carriage of general freight because, as discussed 
above , competition will restrain unreasonably. hi9'h prices. If a 
carrier's rates are too high, other competitors will take the 
business. Indeed,. our current regulatory program. for contract 
carriers of general freight already reflects this reality, as it 
likewise does not set any maxixnum rates~ In short,. the record 
fails to demonstrate "an obvious or persuasive need in the p~lic 
interestH for the s~ttinq of maximum rates. 

To the contrary, the record demonstrates that the p~lie 
interest will be served by freeing carriers of general freight from 
unnecessary maximum and minim~ rate requirements and instead 
allowing them to respond efficiently to market conditions. It 
carriers must respond to unnecessary regulatory requirements, 
rather than market demand tor their services, they will operate 
inefficiently with the attend.ant risks o.f oversupply, waste of 
resources, and stifling of innovation • 

In sum, we conclude that under the present circumstances 
we are justified in exercising the discretion we have under Pq 
§ 3662' to set neither maximum nor minimum rates for the contract 
carriage o·f general freight,. and instead require only that carrier 
set rates not fall below a variable cost floor. This rate system 
is in the p~lic interest and will not lead to destructive rate 
practices. 

Com,mOXLCanl&rs 
While contract carriers are s~ject to· PO § 3662, CODon 

carriers, with their obligation to serve the p~lic in a non
discriminatory fashion, are Subject to· a somewhat different 
statutory scheme. PU' § 45·1 requires common carriers. to· charge just 
and reasonable rates. As this Commission has previously stated: 

There is a zone ot reasonableness within Which 
common carriers, so long as statutory 
restrictions are not transqressed~ may and 
should exercise discretion in establiShing 

- 9'5. -



• 

• 

I.SS-OS-046 AI:1/FSF/j •• /jt." 

their rates. The upper limits of that zone are 
represented by the level at which the rates 
would be a~ove the value of the service~ or be 
excessive. The lower limits Are fixed, 
qenerally, by the point at which the rates 
would fail to contri~ute revenue above the out
of-pocket CvariableJ cost of perfominq the 
service, woul~ east an un~ue ~urden on other 
traffic r or woul~ be hamful to the public 
interest. Rates at the upper limits of the 
zone may be termed maximum reasonable rates; 
those at the lower limits of the zone may be 
termed minimum reasonable rates~ 
(Inv~tiqation of Redu;ed Bates tot
Ttansportatiop 0:; ;aull:; Cement, 50 Cal~ P.U.C. 
622, 6·32-33 (19S·1).) 

Our adopted proqram for common carriers includes a 
variable cost' floor to prevent rates from droppinq below this Zone 
of reasonableness. As discussed just above" this floor provides 
protection aqainst destructive rate practices. Moreover, rate 
decreases within this zone should not HCAst an undue bur~en on 
other traffic .. " competition will prevent A common carrier from 
decreasing some of' its rates and then tryinq to charge other 
traffic unreasonably high rates- to make up for the decrease. If 
the carrier tries to· charge this other traffic unreasonably high 
rates, competitors will take away the business. FUrthermore, as 
explained a~ove, freeing hiqhway carriers from unnecessary rate 
regulation will not harm the public interest~ but rather serves the 
public interest by allowinq carriers to respond efficiently to ' 
market conditions, and thus avoid. problems of inef'ficiepcy, 
oversupply, waste of resources, and the st.iflinq of .innovation. 
Aceordingly, we conelude that the less than maximum reasonable 
rates permitted by this deeision are required ~y the needs of 
commerce and the public interest~ 

Our adopted. program tor common earriers relies on beth 
competition and the' 10% limit to, keep rates from rising to 
excessively hiqh levels. As· explained above, it a common carrier 
tries to raise its rates to, an excess1ve level, competitors will 
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take the ~usiness away ~y off~ring more reasonable rates. In 
addition, our adopte~ program prohibits a common carrier from 
increasing a rate by more t~an 10% within any l2-month period, 
unless it files a formal application. The formal application 
process will ensure that the reasonableness o·f larger rate 
increases will be subject to· more aetailed. scrutiny. 

In short,. we conclu~e that our adopted requlatory progral'n 
for common carriers of general freight will keep their rates within 
the zone of reasonableness_ 

PO' § 454 provides that no common carrier shall increase 
any rate or so alter any classification, contract, practice, or 
rule as to result in an increased rate, except upon a showing 
before the commission and a finding by the commission that the new 
rate is justified.2 As outlined above,. this proceeding has shown 
that comxnon carrier rates; under our adopted requlatory program fall 
within the zone of reasonableness.. Accordingly,.. we find that the 
new and increaseQ common carrier rates approved by this de~ision 
are justified. 

Our adopted rate flexibility prog~am allows common 
carrier rates to become effective 10 days after the carrier's 
filing appears on the commission's Daily Transportation Calendar. 
As pointed out above, und.er PU §.§ 455· and. 491, for gooa cause the 
Commission can allow rate changes on less than 30' days' notice by 

2 PO' § 454 states that nre1xeept as providsd in Section ... 
ill, no (common carrier) shall change any rate or so alter any 
classification (etc .. J as to result in a new rate except upon a 
showing before the commission and a finding by the commission" 
(emphasis ad.ded) M However, § 45-5 permits rate sched.ules,. 
classifications, contracts, practices, and rules not increasing or 
resulting in an increase in any'rate to go into· effect without any 
such Showing or finding. Thus, §4S4 only re~ires such a showin9 
and'findin~ where there is a rate increase. 
COXlstitut l.on· , Article XII" § 4, contains a' s~stantially identical 
re~irement • 
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an or~er which: (l) specifies the changes to be made, 
(2) identifies when the changes will occur, and (3) sets forth the 
manner in which changes shall be file~ and published. Here~ as 
explained in the section Ineentives tor CQmmoD Carriage, there is 
good cause for allowing these changes to become effective on less 
than 30- days' notice in order to allow common carriers- to respon4 
to, market conditions as rapidly as possible,. while still ensuring 
compliance with our requlatory requirements. As we have said 
before~ all other things being equal, a system which per.ulits 
carriers of general freight to- respond to the demands- and 
constraints ot a competitive market is-a better system. Our order 
meets the turther requirements of § 491; G.O. 147-B (attached as . 
Appendix 'F) i~entifies when rate changes can occur, specifies the 
changes that can be made,- and sets forth the manner in which rate 
changes shall be filed and published., 

The preeeding diseussion cone"erning common carrier rates 
and notice periods also applies to' common carrier contracts • 
Al though conunon carrier contracts can only be offered. by eommon • 
carriers that also, possess contract carrier authority, eOJlllUon 
carrier contract rates are based on common earrier ra~es and are 
subject to a lO-day notice period. 

SuRhauling 
Although a number of parties commented on this issue the 

three most active parties were tou 'Filipovich '(Filipovieh), 
Teamsters ,_ and 'Fischer. Filipovich .and. Teamsters for different 
reasons recommend subhauler rate regulation through a division of 
revenues between the prime carrier and the s~hauler. 'Fiseher 
reeownends a leasing program, similar to- the ICC"s be established. 
Other recommendations run the gamut from no ehange in the current 
p~ogram to eost-j,ustified. subhauler rate seh.edules. The positions _ ~ 
of the parties are discussed below. . ~. 

r.11ipovich 
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Filipovieh., an independent operator" is authorized to 
operate as a highway eommon earrier in California· and has over 40 
years' experience in transportation. Filipovich cites an extensive 
historieal baekground of proceedings in whieh sUbhauling has been 
addressed without resolution and urges the Commission to act in 
this clecision. 

Filipovich believes the very nature of subhaulers as 
small businessmen with limited resources has caused them to be a 
traditionally underrepresented class. The parties with finaneial 
resources to participate in regulatory proceedings usually have no 
incentive to· address sUbhau1in9. This results in an unrequlated 
subhauling system in a regulated transportation industry. The 
solution rilipovich. presents would require carriers that engage 
subhaulers to· pay all revenue billed the shipper, consignee or 
party paying the freight bill, to- the subhauler who performed the 
services. 

IeMlSters 
Teamsters argues that while there has always been a true 

entrepreneurial class of ~ubhaulers, in the era of deregulation 
there has been a tremendous increase in the use of owner-operators 
working exclusively for one carrier. For the mos~ part, these 
owner-operators proviae nothing more than a low cost alternative to 
employee drivers. By usin9 owner-operators,. prime earriers can 
avoid such expenses as maintenance, insurance, fu~l and Social 
Security taxes. They need not be concerned with investing in new 
equipment, purchasing fuel, maintaining costly safety programs, or 
covering owner-operators under workers compensation, unemployment, 
or disability insurance systems. Nor are they required to withho14 
income taxes from the compensation owner-operators receive. 

Teamsters references ORA.'s subhauler study,.. Exhibit 14, 
produced for the Mareh, 1988 en banc hearing on trueking regulation 
as the only empirieal study of the financial condition. of general 
freight subhaulers. This study paints a vivid pieture of the 
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evolution of a one-time small anQ viable class of entrepreneurs 
with a particular market niche into a large group· of exploite4 
drivers running permanently unprofitable operations. 

The study found two distinct classes o·! sUbhaulers. 
Approximately 71% ot subhau1ers earne4 all revenues trom s~haulin9' 
an~ sot ot these worked exclusively for one prime carrier, while 
the remaining 29% engaged insUbhauling to· supplement their 
earnings as prime carriers. The study also compared prime carrier 
costs. to those ot subhaulers and found them to .be much lower: 
likewise, the study found subhaulers earn much lower revenues: 

"Certain variable costs (fuel, tires, 
maintenance) of op~rating a truck make up the 
'running cost'. These costs are roughly 
comparable tor overlying carriers and 
sUbhaulers. Total costs, in contrast, are 
significantly different .... When subhauler costs 
are ad;ust~d to include compensation for 
driving labor, they are still 30-40% lower than 
the average overlying carrier cost. This 
Qifference' is large enough to suggest that 
other significant costs are understated •. 
Average revenues for subhaulers are· 37%'less 
than avera~e overlying carriers revenues. The 
size of thl.s difference suggests that 
subhaulers." revenues may be less than their 
fully allocated (long-run marginal) costs." 
(Ex. 14, p'. iii.) 

Teamsters concludes from this that subhaulers must pay 
themselves less than the industry average for employee drivers, and 
at the very least'are an inexpensive substitute tor la~or. 
Teamsters" witnesses testified. that this· lower wage level may be at 
or eve~ below mi~imum waqe~ ;iven the n~er of hours owner
operators must stay on the roaa to· remain financially viable. 
Clearly, this-has an impact on the labor market. Between 1978 anQ 
1986 the percentage of total general frei9h.t hauled' by subhaulers 
increased. trom. 20%, to· 30%.. Finally, Teamsters clailnS subhau1ers 
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have very limite4 bargaining power~ rates are 4ictate4 to· them on a 
take-it-or-leave-it basis. 

~eamsters is convinced that subhaulers compete wi~h 
employee ~rivers tor work because prime carriers are able to shift 
their operating costs to subhaulers. Given that workers 
compensation insurance averages approximately 17% of payroll, 
employers' contribution to·· Social Seeuri ty tax 7.5%, an~ 
unemployment insurance another severalpercantage points of gross 
income,. the imme~iate incentive to use; subhau1ers. is apparent .. 'l'he 
incentive is so great that some carriers reach beyond what is. 
lawtul to 4esiqnate employee drivers a~ independent contractors. 
'l'hus,. subhaulers tunction to ~epress the wages and. working 
conditions ot employee ~rivers. 

'l'eamsters believes that subhaulers should compete against 
other carriers, not against employees and the Commission shoul~ 
regulate them as it Qoes other carriers. Its rules should mandate 
that the relationship ~e consistent with that of two independent 
businesspersons.. 'l'herefore,. ~eamsters suggests the following 
changes ,in the current regulatory program: 

1. Require all carriers earning more than 
$50,.000 in revenue to file annual reports. 

2. Require all carriers seeking operating 
authority' to demonstrate they have 
sufficient operating capital and cash flow 
to enable them to, ,remain in business for at 
least 90 days .. 

3. Establish a cost-justified subhauler rate 
schedule which reflects a prevailing wage 
component, maintenance,. fuel, taxes, 
insurance costs and overheads peculiar to 
subhauler operations .. 

4. Increase the bonding limit in c .. o~ l02-H to 
an amount proportional to, the number of 
subhaulers a carrier employs, an~increase 
the bonding claim period' from 60 days, to" 6 
months .. 
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gz. 
CMA a4vocates treating subhaulers like any other contract 

carrier. '1'0 the extent that a prime carri'er is not willing to 
enter into a true, fully contractual relationship' with asubhauler, 
the prime carrier/subhauler relationship' shoulC!. ~e equivalent to a 
shipper / carrier relationship" or the s~hauler shou14 1:Iecome an 
employee ot the prime~ This proce4ure would offer subhaulers a 
more stable an4 entorceable relationship with prime carriers. 
Subhaulers could also publish: their own tariffs and operate as 
common carriers. CMA. believes this proposal woulC!. widen the sales 
options and qenerally improve conditions for subhaulers. 

Eischex: 
tischer states there is insufticient evidence on which to 

base any conclusions that would impose a commission-set formula for 
sharing the revenue between a prime carrier and a subhauler. 
Fischer identifies two types ot subhaulers. The first is a true 
subhauleri one who deals with a number ot prime carriers and the 
public in an etfort to 1:Iuild up' business .. Ultimately',. that 
subhauler will reduce its subhauling activities and increase its 
direct service to the public. 

Fischer characterizes the second type of subhauler as an 
owner-operator. The owner-operator contracts lonq term with a 
prime carrier, does. not move from carrier to- carrier, has no 
contact with the pu1:llic and is controlled by the prime carrier. 
operating authority is held by the owner-operator only because it 

'is required by the Commission. Fischer contrasts, this with the ICe 
where no authority is required tor the owner-operator to enter into 
a long-term equipment lease with the prime carrier. 

Fischer argues that the evidence in this proceedin9 shows 
owner-operators do not wish to be employees,. nor do prime carriers 
wish them to be employees~ However, consistency is needed between 
the inters.tate treat'tnent and: the intrastate treatment of the owner
operator /prillle carrier relationship·. Therefore, Fischer 
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recoml'!\ends: 

1. The existing subhauler class of carrier ~¢ 
maintained, ~ut redefined as an operation 
where the sul:>hauler contracts with the 
prl~e carrier on a shipment-~y-shipm~nt 
~asis and cannot enter into· consecutive 
contracts with the same prime carrier for 
more than 30 days. 

2. The leasing regulations found in G.O. 130 
~e amended to· provide that a carrier can 
lease equipment from a noncarrier owner
operator with driver for not less than 30 
days and the lessee takes the exclusive 
possession and control of the vehicle. 

Hike Conro~o T;ueking (Conrot:to) 
Conrotto engages subhaulers. exclusively and finds the 

current regulatory proqram burdensome and discriminatory for 
carriers that engage subhaulers. Cost justification procedures are 
difficult ~ecause subhauler cost data is almost impossi~le to 
collect: many s~haulers are small operators with inadequate 
records. This hinders Conrotto's a~ility to o~tain reduced. rates 
and results in lost traffic. Conrotto ~elieves the current 
regulatory program should ~e a~andoned. 

Soutbetp ealitorni~ Motor ~liv~rvA Ine. (S~l 
SCMD testified that the current regulatory program will 

not sustain a healthy motor freight infrastructure and lists the 
following specific problems with respect to subhaulers: 

1. Inadequate compensation. 

2. No· guaranteed payment provisions. 

2. Inability to estal:>lish rates. 

4. Difficulty in ol:>taininq workers 
compensation insurance.. . 

SCMO predicts dire consequences for the industry unless 
the sul:lhauler is recognized as a distinct class of carriero- '1'0 
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improve the situation, SCMD suggests the Commission require Wl:'itten 
agreements which provide sUbhaulers with~ (1) an enforce~le 
payment procedure,. (2)' a Cownission estal:>lislJ:ec1 compensatory rate 
level" and (3) a wage higher than the prevailing wage level.. SCMD 
also recol'tll'nends· a Conunission-mandated'policy tor worXers 
compensation coverage .. 

~ 
CTA recommends establishment of cost-justified subnauler 

rate schedules which use prevailing wage data and'require the pri:e 
carrier to pay according to the sul:>hauler~s rate schedule. 

DBA f CoaJ.i3;ion and Desli&ated...Contraet Carriage, Ine. 
These parties see sUbhaulers as stabilizing factors in 

the general freight sector and arque that the existing program 
provides adequate protection tor the sul:>hauler. SUbhaulers balance 
operations, allowing prime carriers to adjust to the ebb .. and flow 
of demand without committing scarce capital to equipment that may 
sit idle during periods of low demand • 

Add~tionally, Dedicated Contract Carriage~ Inc. believes 
the current regulatory program works in the b-ast interests ot both 
carriers and the public.. The publ~ohas access to· sate,. reliable 
service at reasonable rates. Subhaulers are protected against 
prime carrier abuses without the burden ot economic regulation. 

12isC'!,1ssioJl 
The regulation ot subhaulers (also known as owner

operators, independent contractors or underlyinq carriers) has been 
the subject of considerable controversy since the enactment ot the 
Highway Carriers Act in 1935. At the centerot this controversy is 
the lack Qf certainty with respect to the operating authority 
requireQ for performinq subhauling services or the status of the 
earrier engaging a subhauler. A major part of the difficulty is 
that all types ot subhauling are lumped together tor requlatory 
purposes~ even though. there is a great diversity in practice. 
G~O. 102 detines· a subhauler as: 
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H ••• ~ny ~uthorize~ carrier who renders service 
for a prime carrier (principal or overlying 
carrier), for a speci!ied recompense, for a 
specific result, under the control o! the prime 
carrier as to the result o! the work only and 
not as to, the means by which such, result is 
accomplished. . ~his term includes sub
subhaulers in appropriate cases ... "" 

0 .. 91247 requires a Calitornia intrastate subhaul~r of 
general freight to hold operating authority issued ~y this 
Commission. ' 

"Subhaulers are subject to requlation under 
Division 2, Chapter I, of the PUblic Utilities 
Code .. " (0.91247;') 

No distinction is made between subhaulers and prime carriers in 
securinq or maintaining operatinq authority:- both have the same 
regulatory requirements. Also, G.O. 130 requires a ~ona tide 
employer-employee relationship between the lessee and the driver or 
drivers of any leased motor vehicle when leasing between carriers. 

No requirements equivalent to 0.91247 or G.O. 130 exist 
tor interstate commerce.. Interstate carriers do not need operating' 
authority to be engaged by another carrier, and can lease a motor 
vehicle and driver together without the driver having an employe~
employer relationship with the lessee,_ However, the lessee 
(overlying/prime carrier) when operating in Calitornia must 
register, designate a process agent, and tile evidence of insurance 
with this commission. 

The diversity of subhauling practices ranges from an 
occasional engagement to full-time subhauling. Typically~ 

subhaulers work either on an irregular basis to· supplement the 
prime carrier/·s fleet or permanently as a part of the prime I s 
fleet. 

Interestingly, little seems· to have changed with respect 
to subhaulinq in over fifty years_ ~he'followin9'exeerpt from 
0.42647, dated March. 22" 1949,. is equallyrelevan1: tod.ay::. 
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"The record. shows that 'there are many kind.s of 
subhauling. Some operators are exclusively 
subhaulersi thousands of others perform 
subhauling occasionally or with parts of their 
fleets~ Subhaulers may ~e owner-drivers, or 
may be large tleet owners. SUbhauling may 
involve a complete transportation service, or 
may cover any portion of the service. All of 
the witnesses were in agreement that subhauling 
provides a method. where:by available vehicles 
and. drivers may be utilized. to' ad.vantag-e where 
needed.. It was shown. that the practice was 
well established prior to· enactment ot the 
Highway Carriers' Act. and the City Carriers" 
Act in 1935, and. that' it has not diminished in 
i:mportance." (0 .. 42647, 48 CPO'C 5·77) 

There is a growing concern that the use ot su:bhaulers 
working exclusively for one carrier is merely a low cost 
alternative to employee d.rivers.. Teamsters and. other p~rties 
presented. testimony that prime carriers exploit subhaulers to avoid. 
or red.uce prime carrier costs .tor maintenance~ equipment, 
insurance~ :fuel, Social Security taxes and satety programs .. 
'teamsters arg'Ues that the saving'S from the avoidance of workers 
compensation ins~rance, unemployment insurance and SOcial Security 
taxe s exceed. 3 0 ~iO of payroll costs. 

This lead.s us to the following policy consideration. 
Should the Commission provid.e rate reg-ulation tor sul;)h4ulers 'to 
protect subhaulers from exploi~ation by prime carriers, and./or 
protect employee drivers from competition? 

Filipovich is the pr·imary party supporting' protection 
from exploitation for subhaulers. He proposes protection throu<;h 
the regulation ot subhauler payments~ Teamsters recommends a form 
of rate regulation for sUbhaulers t :but to- protect ~mployee drivers 
from competition.. Also,. Teamsters proposes additional protection 
for .the public and subhaulersby increasinq the bonding 
requirements for prime carriers that engage sUbhaulers .. 
Specifically,. Teamsters proposes that pl:'ime carriers should have to 

- 106 -



• 

• 

• 

I.88-08-046 AL:J/FSF/'j •• /jt.* 

obtain a bond for each subhauler that is used rather than the 
current system which requires only one bon~ regar~less ot the 
numl:ler of su:bhaulers used.. Onder Section 5· of G •. O •. 102-H, 
su:bhaulers must :be paid within l~ day~. ~herefore, each sUbhauler 
may:be extending credit to· the prime carrier for that amount of 
time. ~eamsters :believes a single $15,000 bond is inadequate tor a 
prime that may employ many s~haulers. ~eamsters reconunends.the 
bonding requirement be proportional to the number of carriers used 
but not necessarily on a one-tor-one basis. 

In considering s~hauler regulation we should not forget 
the Commission's legislative mandate to protect the public by 
ensuring safe,. reliable service at reasonable,. nondiscriminatory 
rates. Regulation of s~haulers clearly turthers this qoal, and is 
appropriate. with the ex~eption of revenues from transportation 
performed, our current regulatory requirements for subhaulers are 
the same as for prime carriers. 

Although we share Filipovich~s and the Teamsters' 
concerns over the plight ot subhaulers and employee drivers, there 
is insutticient evidence to warrant. their protection in all subhaul 
arranqements. This is consistent with our conclusion in prior 
sections that we shoulcl only protect the truckinq industry it it 
turthers our goal to· protect the public. 

However, in the public interest, we are convinced that 
formulas to divide revenues between prime carriers and. su:bhaulers 
under various conditions should. be established so that subhaulers 
are assured adequ,ate protectio~ tor th·e conduct of their op~rations ~ 
in a sate manner. The AtJ's propose"- decision woul"- have adopte"- a 
division ot revenues which mirrored the system adopted ~y 0.S·2·3SS 
and 0.88440 tor the dump· truek industry.. However, several parties 
commented that the general treiqht and dumpc truck industries have 
many dissimilarities. These parties recommend an independent 
investigation into· this matter. We agree that further bearings are 
necessary to esta~lish an appropriate division ot revenues between 
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subhaulers and prime oarriers and will schedule additional hearings 
to address this issue~ The further hearinqs will include 
oonsideration of exemptions.. or limi-eations for less-than-truckload 
carriage and other subhauler issues. With a division of revenues 
soheme in place we see no need tor subhauler rate schedules as 
recommended by Teamsters.-

We will also c~nsider in the further hearings Fischer's 
recol'M'lendation that intrastate leasing requirements tor equipment 
and. drivers be aligned with the ICC requirements. 

We will continue to, olassify subhaulers as either common 
carriers or oontract carriers and require them to· meet the same 
entry and tiling requirements as prime carriers. 

This record shows tha~ about one-third of sU~haulers work 
exclusively tor one prime carrier. Teamsters charges that this 
practice is nothing more than the prime using thesubhauler as a 
low-cost alternative to employee drivers. Other parties see the 
practice as ,a stabilizinq factor in the general freight business, a 
balancing of operations that might other.vise require prime oarriers 
to- invest in equipment that would have a low usage and thus raise 
rates and, ultimately, consumer prices.. We will not interfere in 
this quite natural economic relationship between entrepreneurs, 
even though one side, the prime oarriers, may have an advantage. 
We recoqnize that we cannot cover every conceivable base_ Even if 
we try, past experience shows, there is no- end to the ingenious 
devices the carrier .industry can come up with to thwart tight 
requlation. 

Concerning the prime carrier's responsiDility for makinq 
sure that a subhauler d.river is qualified, we note that §§ 1063.5 
and 35-5:3 already require prime oarriers granted ,operating authority 
after Oecember :a,. 1998 to "regularly cb.eck the d.riving records of 
all persons,. whether employees Qt sul<haul~rs,. operating 
vehicles., ••. requiri'ng a class ld.river's license .. " (Emphasis ad.ded) 

- 108 -



• 

• 

• 

I.SS-OS-046 AI:J/FSF/j •• /jt 'It 

On the issues of carrier demonstration ot financial 
a~ility on application for a permit and decreasing the g~oss 
revenue level requirement for filing of annual reports, we tind the 
present rules adequate. The present requirement that applicants 
tor permits show 45· days ot working capital and a 90-day profit and 
loss projection appears quite adequate,. particularly it the 
applicant is a potential s~hauler~ This allows more persons to 
apply and thus furnish the industry with a larger pool of subhaul 
carriers. The present annual report cutoff of $SOOrOOO gross 
operating revenue helps keep· the Commission's paper work at a 
managea~le level and yet provides us with the information and 
control needed to effectively monitor the industry. 

A recommendation was made that subhaulers-be consid.ered 
contract carriers~ We tind this suggestion has no merit in view ot 
our position on the need tor subhauling as a stal:>ilizing tactor in 
the industry. 

Finally, we see possible merit in reviewing subhauler 
~onding requirements for prime carriers and will direct the 
Commission's Transportation Division staff to issue a report within 
lao days addressing the suggestions of the parties. 

Colle£1;i.vg Rateming 
The U.S~ Supreme Court ruled in Soythern MQtor Carri~x 

CQn:ereD~, 471 U.S. 48 (1985·) (Southern Motor), that private 
action is immune from federal antitrust laws if it- is pursuant to a 
clearly articulated state policy and is actively supervised by the 
state. PU § 496 establiShes th.e legal basis for' allowing antitrust 
immunity in California~ Th.e Commission :may approve collectively 
set rates and rules if they are fair and reasona~le and not 
~ontrary to public policy. Collective agreements must allow for 
indepEme1ent action by individual :me:mbers~ and cannot ~e used. for 
both. rail ane1 truck transportation~ except when setting joint or 
through rates·.. The pooling or division of traffic is for))idden 
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unless it is in the interest ot the p1.l.blic or tuel economy and will 
not restrain competition. 

In accordance with G.O. 154, collectively set rates and 
rules may only be tiled by rate bureaus which are non-profit 
organizations. The rate bureau must tile a ~ormal application 
including the bylaws ot the organization, a membership list~ an 
organization chart~ and a verified statement indicating whether or 
not the membership~ currently includes. both rail and highway 
carriers. currently, eight rate bureaus have authority from the 
Commission to collectively file rates. 

l2& 
ORA recommends· that collective ratemaking be retained tor 

common carriers. DRA states that a consolidated effort reduces 
carrier costs tor negotiating, calculating and setting rates,. and 
preparing and filing, tariffs. In a totally rate derequlated 
enviromnent, ORA. believes that collective ratemakinq would be 
undesirable.. Finally, although ORA comments that collective 
ratemakinq may stifle or hinder competition, it notes tha.t the 
legal requirement of independent carrier action within a bureau 
reduces this concern. 

~. 

C~A proposes retaining the current program for apprOving 
collective rates. It also proposes requirinq that all common 
carrier rates be filed throuqh a rate bureau qranted PU § 496 
antitrust immunity. Carriers would retain the right ~o· independent 
action. Within bureaus, proponents of rate changes must be either 
member carriers whose traffic is affected by the rate change or 
affected freight bill payers. 
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Coali:tion 
The Coalition Qoes not support collective ratemaking, and 

recommends bureau functions be li~ited to administrative areas and 
record keeping.. If not restricted to· these functions, Coalition 
would require rate bureaus to· show that a collectively set rate is 
market driven and does not constitute an abuse ot market power. 
The burfoien' of proo·! in a complaint involving a rate :bureau should 
be on the rate bureau. 

~ 
CWTB· is a rate bureau approveQ :by the Commission to 

perform collective rate~a~n9 activities_ CWTB is concerned that 
DRk's proposal to allow increased rate freedom will undercut its 
ability to make collective rates. specitically, it is concerned 
that ORA's proposal will not provide the active supervision 
required in Southern Motor .. 

• gm. 
CMA supports the current rate bureau policy :based on the 

assumption that they can perform valUable tunctions tor small 
carriers· which compensates tor their non-competitive e!teet~ 

~. 

ctFP believes collective ratemakinq could lead to 
collusion. It suqgests that the Commission end anti-trust immunity 
for ratel:')ureaus. It collective, ratemaking continues.,.. rate bureaus' 
should have the '}:)uraen o,f proving that a collectively set rate is 
market driven. 

~ 
WMTB· is an authorized rate }:)ureau.. WMTB believes that 

complete deregulation would render collective ratemakinq useless .. 
However, it the Commission retains. requlatory'control,. it re~es'ts 
that any new requlatory program articulate an active supervisory 
role by the Commission over collective ratemak1nqw 
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NSST~ 

NSSTC recommends that rate bureau increase applications 
~e filed at least 30 days before the effective date of the rate. 
Rate increase applications would ~e accompanied by data justityin9 
the increase. ~he Commi$sion would retain the ability to approve, 
suspend or revoke an increase before it goes intoef!ect. 

~;i.scuss.i@ 

We agree with ORA that there are administrative 
efficiencies associated with rate bureaus. We also find that 
indepenaent carrier action within rate bureaus minimizes the 
adverse impact that eollective ratema~ng can have on competition. 
Therefore~ we will retain the current collective ratema~nq 
requirements incluaing the requirement that all collectively set 
rates must be filed by formal application with appropriate 
justification. 

. credi't Rule 
(;.0. 155· governs the collection ot charges by conunon and 

contract carriers subject to G.O. 147-A. The current rule allOWS 
carriers to· extend credit tor up, to- seven daysr excluding sundays 
and legal holidays, following presentation of the freight bill. 
This provision of G~O'. 15$ w-as intended to" prevent the manipulation 
of rates, e.9., no interest loans and d.iscriminator,r practices, and 
si:mplify shippers' and ca:-riers' accountinq practices. 

The coalition and CMArecom:mend eliminating the credit 
rule as an unnecessary requirement. They argue that carriers can 
~e more efficient if allow-ed to· set their own rules. ORA proposes 
that carriers be 9iven the latitude to extencl ereclit tor a 
"reasonable period o'! time", but does not define the tem 
"reasonable". 

NSSTC supports the current credit rule ~ecause the w-ide 
variety of credit terms and polici~so:ftered ~y ICC carriers has 
led'to· contusion. NSS'!C prefers uniform cred-it rules over a 
~ult1tu~e of carrier payment plans. Several other parties support 
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the entire current regulatory program, but none identified the 
credit rule as a separate issue. 

In the interest of unifo~ payment procedures and 
simplified rates, we will maintain the current credit rule in 
G .. O. 155·, but extend the time within which carriers are required to 
present the freight bill from 7 to 1~ days. The additional ti~e is 
provided to allow sufficient time for the freight bill to· be 
processed and received. However, .for special contracts we will 
provide contract carriers the flexibility'to modify the credit 
terms in (;.0. 15-5-. Contracts whlch do not specify credit terms 
will be governed by (; .. 0. l55·.. With adequate justification 
individual carr~ers can request deviations from the uniform credit 
rule. Revised (;.0 .. l55, is attached as Appendix G. 

We will entertain further testimony on credit rule 
effects on subhaulers in our upcoming subhauler hearings, should 
any party wiSh to· raise the issue. 

Electronie~atA Interchange 
This issue was resolved on an experimental basis in 

0.89-04-049, c1ated-April l2, 1989~ We support the use of 
electronic data interchanqe as a means to improve e~ficiency in . 
transportation markets. Our only concern in 0.89-04-049 was that 
data necessary to verify the circUX!\stances of a given shipment be 
retained in retrievable form. We will boke no further action on 
the suDject in'this decision, exce~t to suggest that the next 
conv~nient individual application for authority to· use electronic 
data interchange be used to resolve generically the outstandinq 
issues. The completeness of any upcoming applications and the 
availability of the Transportation Division report ordered in 
0 .. 89-04-049 should d.etermine which proceeding is appropriate.. The 
stat! report is Que no later than February 11, 1990' • 
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tmplementat~n I$$ye~ 

, 
, , , 

~ransition from the current regulatory prQqram to the 
ad.opted. proqram has been discussed in several places throuqhout 
this decision: ~e will summarize our actions here~ Ne~ tilinqs for 
common carrier tariffs, common carrier contracts and special ~. 
contracts can :be made illllnediatelyon. the effectiveness o! this 
order. All rates and contracts now in effect may continue in 
effect until their expiration~ Ho~ever, within 90 days of the 
effective date of this order all common carrier tariffs :must be 
revised, if necessary, to confor:m to· new G.O. 147-B, except for 
shipper specific tariffs and rates ~hich include write-in tariffs, 
which must :be terminated under a proqram to' :b~ established :by the 
Commission after receipt of the Executive Director's, proposed 
program. The current m4ximum term for contracts is one year. 
Onder the new proqram the one year limit is retained~ :but contracts 
may :be extended for s@sequent one year periods., 

Staff will hold workshops before the end of 1989 on the 
numerical inputs to the floor price work sheet, for the purpose of 
recommending to the Commission values to, be adopted tor calendar 
1990. Staff may also hold workshops throuqhout the state to· 
introduce the new requlatory proqram, at its d"iscretion. 

Inherent in the adopted program is some delegation of 
authority to statf. ~he deleqated authority is reduced from 
delegations in the' eurrent program .. , Specifically, staff is l'lot 
bein9' Q.'elegated any alJ.thority to make judqments concerning the 
reasonableness of rates. Staff ~ill,. howeyer,. maintain its duties 
to check rate and tariff filings tor correct for.mat and. for the fe'i1 
rate and service limitations ~einq imposed. Staff ~ill not have 
direct authority to, suspend any filinq, but must present such 
requests to the Executive Director,. who has the authority to 
suspend tilings for one :30-day period.. Within tha.t period. staff 
must prepare and support Resolutions for formal conunission action 
on further suspensions or rejections. The procedures for 
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investigation an~ suspension of rates in effect remain unchanged: 
the standards for such suspensions have changed, however, to comply 
with the adopted program. 

As specified in the general orders, public protests to 
any filings must follow the Commission's Rules of Practice and 
Procedure. We retain this protest procedure to allow due process 
to- aggrieved parties. At the same time we recognize that the le~al 
resources of transportation industry parties may often limit or 
discourage such'protests. We therefore encourage statf to- continue 
to work cooperatively with parties who make oral or informal 
inquiries about rate and tariff filings that affect their 
interests .. 

Finally,- California Trucking Association's (C'I'A) brief 
a~dressed the ac1missibility of Exhibits 40 an~ $2. C'I'A argues tha.'t 
the ALJ erred in admitting these exhibits. While we stand behind 
the ALJ's ruling, it is important to- note that this decision does 
not rely on the evidence contained in either exhibit~ 

We are c~nvinced that, based on the record, our program 
is in the public interest, cons,istent with the provisions of the 
Co~stitution and the PUblic ~tilities Code, and yields rate$ that 
are just and reasonable. G.O. SO-C and' 147-B, attached as 
Appendices C and F,. respectively, have been revised to reflect the 
adopted regulatory proqr~' discussed above_ The following table 
outlines the ratemaking features of the adopted program • 
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Ej,ndings .. .9t la,£t 

1.. On Oecem:cer 16, 1987 an order was issued: which set en 
banc hearings to consider the State's requlation of the for-hire 
trucking industry. 

2-.. En ):)anc hearings for all sectors of the truekins industry 
were held in San Francisco on March 10 and 11, 1988 and in LQs 
Angeles on March lS, 1985. 

3. The Commission issued. I .. 88-0S-046 on August 24 .. 1988,. 
4. I .. 8S-0a-046 identified the Commission/s regulatory 

o):)jectives tor the general freight trucking industry and invited a 
thorough. re-exam-j,nation of the current requlatory system .. 

S.. Prehearing conferences which established the procedural 
rules for the proceeding were held.- on September 14, 198a and. 
October 17, 1988. 

6. Fifty-four d.ays of evid.entiary hearings commenced on 
Nove~er 7, 1988 and concluded on Febr\%ary 24,. 1989. 

7. 'l'wo days of public comment hearing'S wereheld,- one in Los 
Angeles on Oeeeml:ler 5" 1988 and the other in San Francisco on 
Oeceml:ler 12, 198'8 .. , 

8. 0.86-04-045, dated April 16,. 1986 adopted the present 
rate requliltion proqram as represented in G .. O.. 80-B,_ 147-A, and 
155. 

9.. G .. O. 147-A i:mplemented a syste:m of carrier-made rates, a 
rate window, rate exempt declicated ,equipment contracts, imposition 
of a Truck Freiqht Cost Inclex ('l'FCI), ancl a procedure for the cost 
justification of reduced rates .. 

10.. iJnder G.O .. 147-A common carrier general rate increases 
require a formal application to determine Whether the carrier's 
financial condition justifies the request~ 

ll. Common carrier rate increase applications. typically are 
processed on an ex' parte ):)asis with a decision issued· within 60 
days from the tiling date •. 

. . 
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12. Onder G.O. 147-A rate decreases do not require formal 
applications. Instead carriers may file cost justification filings 
which: (1) demons·trate that the rates will g'enerate sufficient 
revenue to contri:bute to the carrier's profita:bility, (2') are 
accompanied by a summary of financial data, (3) include the 
prevail ing' wage standard in the labor cost element" and (4' meet 
specific provisions governing' the use of subhaulers. 

13. G.O. 147-A provides a rate window which allows common 
carriers to change rates a maximum of S% above or S% ~low their 
base rate~ Base rate changes require'a cost justification filing'~ 

14~ Under G~O. 147-A carriers are allowed to, make minor 
ehang'es in contracts and tariffs without cost :rust'ification or 
formal application. 

lS·. Onder G .. O ... 147-A a carrier can temporarily reduce rates, 
effective immediately, to, meet the rates of a competing car~ier if 
it currently handles the traffic. The reduced rates must be 
followed by a cost justification within 60 days • 

16. Under G.O~ 147-A a carrier that does not currently handle ~ 
the traffic cannot meet the rate of a competing carrier. To 
accomplish this Change the carrier must file a cost justification 
and receive approval prior to reducing the rate. 

17. Under GaO. 147-A the TFCI measures annual industry-wide 
changes in carrier operating costs and adjusts carrier ~ase rates. 
Adjustments to base rates are mandatory it the chang'e in the TFCI 
is greater than 1% (plus or minus) and permissive it less than 1%. 

lS. Under G.O. 147-A contract carrier rate increases do, not 
require justification or approval,. and new cownon carriers :may tile 
rates at existing' generally applicable common carrier (GACC) rates 
without cost justification. 

19. Under G.O .. 147-A dedicated contracts offer contract 
carriers that dedicate equipment to one shipper the ability to 
charg'e any rate" subj'eet to- a profitability test. 
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20. Under G.O. 147-A-to pass a profitability test a carrier 
must: (1) have an expense ratio (expenses divided by revenues) of 
less than 100%, and (2) pay not less than the Commission's 
prevailing wage standard or demonstrate that its labor expenses 
compare favorably with the TFCI. 

2-1. Under G.O. 147-A CODon carriers CllMot meet the rates of 
contract carriers without an.approved cost justification tilinq. 

22. Under G.O. 147-A common carrier rate filings and contract 
filings with rates below GACC rates, except for deCiicated 
contracts, new rate filings,. and rate window filings, are listed in 
the Commission's Daily Transportation calendar. 

23. Under G.,O .. 147-A the waitinq periods for carrier-set 
rates to become effective are:: 

24. 

On the date filed - Rate winCiow filings, ~e-toos, 
standard contracts at or above G~CC rates, and 
dedicated: contracts. 

Ten days atter filinq - Initial tariff filings by 
new carriers. 

Thirty days after calendaring - All other filings, 
unless protested. 

Shippers are frustrated over the current regulatory 
program's rigid requirements for the. classification and rating of 
commodities, and over their inability to implement a simplified 
rating system and contract program •. 

25. The current requlatory program inhibits the 
implementation of simplified contracts and rating systems which 
would provide some shippers the opportunity to more efficiently 
manage and monitor their transportation costs., 

26. The current regulatory program firs.'t places the ):)urden on 
the carrier to cost-justify its rates,. and' then on the 
Transportation Division sta~f to analyze anclevaluatethe carrier's 
justification. This is, a costly and inefficient. procedure • 
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27. Cost justifications often take three to tour ~onths to 
process. 

28. Cost justifications are otten rejected it they are 
inconsistent with previously accepted filings. 

29. The cost justification procedure is ditticult to predict, 
subj ecti ve, resul ts in ticti tious tratfic st'l.:dies,. can ~e 
manipulateei, anei uses prevailinq wage data insteacl ot actual la~or 
costs. 

30. Knowledqea~le carriers are a~le to· use the current rate 
program to qain competitive advantag-e. 

31. Authorization of dedicated contracts as a tool to· allow 
rate flexi~ility has limited usefulness. 

32. Exclusive use limitations on carrier equipment can cause 
equipment to be used inefficiently. 

33. CUrrent use of the TCFl torces mandatory rate increases 
that would not otherwise occur, inserts time lags which hinder 
negotiation of contracts and discounts, incorporates averages and 
proxies in place of avail~le actual data, and is administratively 
burt.!ensome .. 

34. Write-in tariffs allow secret, shipper-specitic rates. 
35. Write-in tarifts prevent tree access to intormation which 

would foster competition if it were available to·. other shippers and 
carriers. 

36. Many common carriers do not have or understand write-in 
tariffs. 

37. Common carriers without write-in tariffs are at a 
competitive disadvantage. . 

38. Write-in tariffs are not evaluated for cost justification 
or discrimination and can result in unjustified discriminatory 
prices. 

39. Carriers must now already carry a given freight item 
before they can match other carrier rates without cost 
justification. This restriction stifles competition. 

• 
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40. In a worka~ly competitive ,market" if eno'ugh demand exists 
at prices whic~ will compensate carriers for their costs, then 
carriers will serve that market. 

41. Three conditions are sUff:Lcient to demonstrate that a 
market is. worka~ly competitive: (1) the::e are many buyers and 
sellers in the market ,_ (2)' entry and. exit from the market is 
relatively. easy, ancl (3) :buyers an"- sellers have ready access to 
relevant information. 

42. The evidence in these proceedings shows there are many 
~uyers and sellers in the intrastate general freight trucking 
market. 

43. Carriers seeking authority from this Commission for the 
transportation of general freight ~y for-hire truck need only meet 
certain fitness and financial requirements and pay a $500 tiling 
fee. Entry is not restr~cted ~ased on the number or capacity of 
currently regulated carriers. 

44. The capital costs of entering the intrastate general 
freight market are minimal, and capital risks are small~ 

45-. Transportation equipment and. terminals have multiple uses 
and can easily be sold or leased_ 

46. The costs of entry or expansion can ~e largely recovered. 
upon exit from the general freight market. 

47. Regular ~usiness relationships· produce much relevant 
competitive information. Further access to information can be 
encouraged by regulatory program elements. 

4S. The intrastate general freight trucking market is 
workably competitive. 

49. carriers that price their services above cost will not ~ 
survive ~ecause other carriers will be able to take business from 
them. Carriers that price their services below cost will not 
survive because they will fail to· earn a reasonable return on their 
investment • 
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50. Carrier failures due to poor management and irrational 
pricing are a natur~l consequence in a competitive market. 

51. In a worka~ly competitive market rate flexi~ility within 
a zone of reasonableness will provide reasonable rates basc4 on 
etticient carrier operations and is in the public interest. 

5·2. Price tle~d:Oili ty provides carriers the tree40m to align 
prices more closely with costs and enables well~manage4 and 
etficient carriers to earn a reasonable return on inves'b.ent. 

53. If a zone of reasonableness adequately protects shippers 
and carriers against unreasonably high or low rates then all 
nondiscriminatory rates within the zone are reasonable. 

54. Testimony on the record claims that to- ~e reasor~ble 

rates :must protect aqainst predatory pricing and. d.estructive 
pricing below costs. . ~ 

55·.. As explained in the above 4iseussion, we 'Will adopt a \ V 
ceiling which limits common carrier increases in any rate to no 
more than a total of 10% within a moving 12~month periOd • 

56. At the lower end ot a zone of reasonableness floor prices 
will protect against destructive pricing below costs •. 

5·7. Pricing below full costs is not necessarily destructive .. 
58. Carrier-specific variable costs are reasonable floor 

prices for the lower end of a zone of reasonableness •. 
59. Rates below our adopted. price floor may~e reasonable if 

it can be shown by tormal application that the rates will not cause 
predatory pricing' or destructive pricing' below costs. 

60. An upper limit to a zone of reasonableness ot maxi~um 
percentage price increases within a qiven time period will protect 
against predatory pricing. 

61. Our 10% upper limit tor common carrier taritf and common 
carrier contract rate increases, along with a lower limit of 
variable costs,.: interacts with carrier pricing incentives. to create 
a zone' ot reasonal:)leness.in·aworka~ly.competitive market. 
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62. Rates outside the adopted zone ot reasonableness ~ay be 
reasonable, but individual tindinqs upon a showinq betore the 
corrunission are neoessary.-

63. In a workably competitive market no further protections 
against monopoly prioingor unreasonable shipper clout are 
necessary .. 

64. This reoord oontains no useful detinition ot destructive 
competition. 

65. Ourinq the Oepression ot the 1920s and 1930$ the 
destructive prioing practioes observed were caused by the eoono~ic 
oonditions of the ti~es,_ not competition itselt. 

66.. There is no- demonstrated need to adopt speoifio 
regulatory proteotions aqainst destruotive competition, beyond 
inoentives that rates be cost based. 

67.. There is a need to protect against the ttnli~ely 
possibility of .destructive prioing praotices oaused by severe 
economio conditions or oarriers setting rates substantially below 
costs .. 

68. Through:. (1) the workings of competition allowed under a 
flexible rate program" and (20 the variable oost floor price 
applied to both oommon and contract carriers, our adopted 
regulatory program provides neoessary and sufficient protections 
against de,structive pricing practioes. 

69. No convincing evidence was presented that predatory 
pricing will exist in the Calitornia intrastate mar~et if carriers 
haye pricing flexib-ility within a zone of reasonableness .. 

70. Predatory and monopoly pricinq would be foreclosed if 
there were restraints on substantial price ohanges and protections 
ensuring that the market remains workably oompetitive. 

71. ~he adoptee. regula't.ory program provides necessary and 
sufficient protections- against predatory pricing.. By (1) imposing 
a 10% limit on common carrier rate increases and a variable cost 
floor price for common and contract· carriers, and (2') by having no 
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restrictions to entry and exit and imposing rules that promote l 
ready access to information, thus ensu~ing the ma~Xet will remain 
worXably competitive. 

72~ Due to~ the size and number of their shipments large 
shippers can often be served by carriers at lower cost than small 
shippers .. 

73. No party supports discriminatory pricing, without cost 
justification, as defined in PU §§ 453,. 461.5, 494, and 3662. 

74. If rates are confined to a zone ot reasonableness,. then 
individual cost justifications are not needed to-prevent price 
discrimination. 

75.. The adopted requlatory program provides necessary and 
sufficient protections against common carrier dis~riminatory 
pricinq by prohibiting (1) shipper-specific rates,.secret rates, \ 
and discounts, (2) by prohibiting secret rates ani:! discounts,. and·, ,,
(3) by adopting a protest procedure,. public notice of rate tilings, 
and rate flexibility to' encourage workable competition • 

76 .. Al though the workings of competition will provide S<?me /' 
protection, protections against price discrimination by contract 
carriers are not necessary because contract carriers do· not hold 
themselves out to serve the public .. 

77. The adopted regulatory program allows filing of formal 
applications which give parties the opportunity to show that a 
common carrier rate' is not discriminatory or will not cause other 
pricing abuses even if the rate is outside the zone of 
reasonableness .. 

78·. Service to small and rural communities is affected by the /' 
level ot rates carriers can charge ... 

79. The adopted minimum level of common earrier service of 
one pic:Kup or delivery per weeX upon request to any point covered ,." 
in a tariff provides adequate serviee to, market segments that might 
not be served otherwise.. Such service may beprovic:led direetly by 
the carrier or througn arrangements with other earr~ers .. 
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80. Adoption ot m~nlmum levels of service tor contract 
carriers· is not necessary ~ecause contract carriers do not hold 
themselves out to serve the public. 

81. The statutes provide that the use of public highways for ,,
the transportation ot property tor compensation is a business 
affected with a. public interest" and the commission should. ,ensure 
just, reasona~le, nondiscriminatory rates and sate, reliable 
ser.rice. 

82. Competition within a zone ot reason~leness will pr04uce 
just and reasonable rates. 

83. Authorization ot a zone ot reasonableness along with 
other requlatory restraints will produce rates that are just and ~ 
reasona~le. 

84.. Cost justitications ot individual rate tilings within a 
zone ot reasonableness are not necessary and are not in the public 
interest .. 

85. The large nUlllber ot intrastate carriers in Calitornia 
makes cost justification ot individual rate filings burdensome and 
ineffective .. 

86.. The balance o't incentives for common and contract 
carriage can be reasonably controlled by setting different 
effective dates for the rates tor two types of carriage and by 
restricting the applicability ot contract carriage. 

87., To be usetul to carriers a zone ot reasonableness must 
permit raising or lowering of prices to' respond to market 
conditions. 

SS. Use of the Qata' set used to, calculate the 'I'YCI is 
reasonable tor purposes of setting floor prices until a further 
recorcl can be cleveloped .. , 

89. Recorded data indicates that annual increases in excess 
of lO% would not be uncommon for the TFC1 and producer price 
indexes ... 
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90. A 10% limit on common carrier rate increases reasona~ly 
~alances the flexi~ility required to change rates in response to 
cost and market changes, and protections against predatory pricing. 

91. A varia~le cost floor price for CODon and contract 
carriage assures that carriers are compensated for driver wages~ ~ 
required unemploynlent insurance,. workers compensation and secial 
Security taxes, and insurance" tire and' maintenance costs. 

92~ A varia~le cost floor price does not compromise highway 
safety. 

93. The needs of commerce require that common. carrier and 
contract rates ~e made effective on less than 30 days' notice~ 

94. Ten days' notice is a reasonable time for review and 
protest of common carrier tariffs and common carrie~ contracts. 

95. Twenty days' notice is',.a reasona~le time for review and 
protest of special contracts. 

96. Allowing common carrier rates to ~ecome effective more 
quickly than special contracts, along with the adopted special 
contract eligi~ility rules, reasonably ~alances the flexibility ~ 
required to change rates in response to cost and market changes, 
and incentives to,maintain an effective, vi~le common carriage 
system in California. 

97. To prevent discrimination it is necessary that common 
carrier contract rates not ~e ~elow the tariff rates in effect at 
the time the contract is signed and filed. 

98. The adopted common. carrier contract regulations provide 
tlexi~ility o,f service terms which increase market efficiency. 

99. Public filing Of common 'carrier rates and all contracts 
encourages competition and discourages price discrimination, and is 
therefore reasona~le. 

100. To prevent contract carriers from unfairly competing 
against common carriers it is necessary to require that contract 
carriers have special relationships with shippers • 

- 126 -



• 

• 

• 

1.,88-08-046 Al:1/FSF/j •• /jt. w 

lOl. The necessary and sufficient conditions to demonstrate a 
special relationship, are a continuing relationship and a meaning~u1 
shipper o~ligation b~yond the obligation to' pay tor services 
provided. 

l02. An agreement that extends, at least 30 days and requires 
more than a single shipment is su~ticient to· demonstrate a 
continuing relationship .. 

103. An obligation by a shipper to provid.e more than a sin9le 
pickup or delivery and to use at least $1000 per month of 
transportation services is ameaningtul shipper obligation. 

l04. A monitoring program is required so· the commission can 
identity and correct any market ~ailures ot the adopted program in 
a timely tashion., 

lOS.. The 3-point monitoring program to observe the level of 
rates, the quality ot service, and the intensity ot competition in 
the state's, general treight markets is suffieient to protect 
against un~oreseen market flaws and is therefore reasonable • 

106·. The adopted requlatoryprogram does, not unreasonably 
delegate authority to the Transportation Divisi~n or the Executive 
Director. 

107. Under the adoptedre~latory program ultimate authority 
tor approval o,f all rates remains with the Commission. 

lOS. Under the adopted re~latory program the Executive 
Director is delegated the authority to' suspend tor cause and ~or no 
more than 30 days. beyond the notice period any rate, tariff or ~ 

contract tiling. The Executive Oirectir is also delegated 
authority to vacate a prior Executive Director's suspension. No 
further authority over rates or rules is delegated. 

109. The adopted regulatory program allows for,pUblic protests 
ot all proposed rates and tariffs, and tor fonual complaints ~out 
all rates and tariffs in'effect .. 

110. The adopted regulatory program provides just and 
reasonable rates, and is reason~le~ 
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11l. Recently enacted State legislation has signiticantly 
strengthened satety regulation. 

ll2. sa 2594 (Stats. 1988, Ch. 1509) put into eftect 
commercial driver license requirements trom the Federal Commercial 
Motor Vehicle Safety Act ot 1986, (-:Citle XII of PI. 99-570) • 

11:3. AB 3490 (Stats. 1988,. Ch. 1175·) specitie<1 additional 
entry requirements tor new intrastaterequlated motor carriers. 

114. AB 3489 (Stats. 1988, eh. 916-) tonnalized the 
cHP/comxnission suspension process tor unsafe carriers. 

115. AB 2706 (Stats. 1988, Cb. .. 1586) established sched.ules for 
CHP terminal and equipment safety inspections and mandated certain 
commercial driver license-related. requirements. 

ll6. SB- 2876 (Stats .. 1988, Cn. 159) mand.ated additional CHP 
roadside safety inspections and a report o~ an incentive program 
for safe drivers. 

ll7. CHP is responsi~le for enforCing the rules of the roa<.i,. 
setting satety standards for commercial carrier operations and 
inspecting carrier operations. 

118. The Commission has responsi~ilities to ensure that new 
carriers are financially fit and a~le to, conduct safe operations, 
and to coord.inate safety enforcement with other State agencies. 

119. DMV' is responsi~le tor licensing standards and 
proce<.iures. 

120. The Department ot Health Services is charged °Nith 
registering carriers of hazardous waste materials and enforcing 
special hazardous waste transportation rules •. 

121. Because rigid rate regulation causes significant costs 
and adverse impacts in a worka}:)ly competitive mar~et,. its retention 
is justified only it su~stantial safety benefits can ~e qaine<.i. ~ 

122. Carriers will not·necessarily spend. profits on safety 
~ecause each carrier allocates operating revenues in its own ~est 
interest .. 
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123. The Rigid Rate Proponents have not demonstratea that 
rigid rate regulation directly improves highway safety. 

124. Direct enforee~ent action is more. effective than rigid 
rate regulation in enforcing safety laws and good safety practices. 

125·. Some carriers continue to operate after suspension or 
revocation of their operating author1ty • 

.' 126·.. Transportation Division records which identify carriers 
holding valid operating authority should be made readily available J ~ 

to the public by establishing a toll tree telephone n~er for ~ 

public use to verify a carrier's operating authority. 
127. Over the past few years there has been a significant 

increase in owner-operators working exclusively for one carrier. 
128. A Commission statf report shows that 71% ot sUbhaulers 

earn all revenues from sUbhauling, 50% of those wor~ exclusively 
tor one carrier t and another 2·9% eng-agoG in subhauling to supplement 
their earnings as prime carriers. 

129. Between 1978 and 1986 the percentage of total general 
treig-ht hauled:Oy sUbhaulers increasedtrom 20% to" 30% .. 

130. Because of the large saving a pr~e carrier can ma~e in 
employee contributions, there is a strong incentive to use 
subhaulers. 

131. All types of subhauling are lumped together for 
regulatory purposes,. even though there is a great dive=sity in 
practice, and this causes lack ot certainty with respect to 
operating authorities required. 

132. '0 .. 91247 requires a California intrastate subhauler of 
general freight to hQ·ld operating authority from the Com:nission! 

133. The requirements tor operating authQrity in california 
are the same tor pri~e carriers and subnaulers. 

134. G.O. 130 requires a bona tide employer-employee 
relationship between the l.essee and driver. ot any leased vehicle 
when leasing between carriers~ 
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135. Requlation of leasing arrangements is different for 
carriers regulated ~y this Commission and those requlated ~y the 
ICC. 

136. There is a growing concern that the use Of subhaulers 
working exclusively for one prime carrier is a low cost alternative 
to employee drivers. 

1:37. Some prime carriers exploit su~haulers in order to cut 
costs of operation and employee ~enefits. 

l38. Prime carriers who· use subhaulers save more then 30% in 
payroll costs :by not having to pay compensation insurance,. 
unemployment. insurance,. and SOcial Security taxes. 

139. A formula to equitably divide revenues.:between prime 
carriers and subhaulers is necessary to insure that subhaulers have / 
adequate protection for the conduct of their operations. 

140. The present record does not provide enough facts· on which 
to :base a formula for the division of revenues :between prime 
carriers and subhaulers. 

141.. If a divis.ion of revenue scheme were in place for prime 
carriers and subhaulers, there would be no need for subhauler rate 
sched.ules. 

142. 'I'he practice of subhauling is a stabilizing factor in the 
general freight transportation business which tends to keep the 
cost of transportation down. 

143. Onder the PO Code,. prime carriers granted operating 
authority after Oecember 31, 1985,. are required to· check the 
driving records o·:f all subhauler drivers who· require a class 1 
driver license. 

. 
144. Present Commission rules concerning :financial information 

required to grant a permit and the revenue level at which an annual 
report must :be filed by carriers are adequate for requlation of 
general freight transportation • 

. 145... present su:bhaul :bond requirements :for prime carriers may 
not ,adequately protect subhaulers .. ' 
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146. G.O. 155· provides a uniform credit rule for carriers. 
147. To· provide the public with reasonable uniform payment ~ 

procedures and si:mplified rates, the current crecUt rules should be 
retained. However, common carriers should be provided up to· 15 
days to· present freight bills to shippers and contract carriers 
should be provided the flexibility to· modify the c:,edit rule tert'ls 
in G.O. 15·5· tor special contracts. 

148. PO § 496 authorizes the commission to· approve 
collectively' set rates ~nd rules if they are fair and reasonable 
and not contrary to public policy. 

149. Uncier § 496 rate bureaus will continue to file forltler 
applications containing appropriate justification tor approval of 
collectively set rates. 

150. Retention of current collective ratemaking practiee will 
allow rate bureaus to, perforTn valuable fUnctions tor small carriers 
without jeopardizing workable competition in the market. 

151.. 0.89-04-049 adopted the use ot electronic data 
interchange on an experimental basis.. We rill consider usinq the 
next convenient individual application to· use electronic data 
interchange to resolve the outstanding issues generically .. 

152. All rates and' contracts governed by c.;· .. 0 .. 147-A which are 
in effect on the date of this decision should be grand fa the red into 
the requlatory program adopted in G .. O .. 147-B .. 

153. Because no· eurrently approved eontracts extend beyond one 
year, it is reasonable that eontraets now in eftect be allowed to 
continue until their expiration. 

154. With the exeeption of shipper-specifie tariffs and rates 
WhiCh inelude write-in taritf~" all eommon carrier tariffs can. and ./ 
should b,e made to conform with G.O·. 147-S within 90 day~ of the 
effective date of this decision. 

155. Due to· the complexity of the situation involvinq'shipper
specific tariffs and· rates which include write-in tarif,fs it is. 
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reasonable to deter compliance o·t these taritts with c.o. 147-B, \ V' 
pending' receipt ot a proposed. program from the Executive Director .. 

15-6. This decision does not rely on ev:i.dence in Exhi~:i.ts40 
and 52 .. 

15·7 ~ G.O. 147-B,. attached as Append:i.x F, identifies. when rate 
ehang'es can oc:c:ur,.specities which changes can be·made,.. and. sets 
forth the manner in which rate changes can be tilec. and. published.. 

158.. Not Used. ( 
159. Our current requlatory- program for contract carriers of 

general freight d.oes not set any maximum rates. 
160. In light of current economic: conditions we do not expect 

the destructive rate practices of sixty years ago to recur. 
161.. .Rigid protections against destructive rate practices are 

not nec,essary;. the industry only needs regulatory protection 
against extreme cireumstances .. 

162'. Our variable cost floor price provides sUfticient 
protection against destructive priCing • 

163. with our variable cost :floor price in place~ a rate 
exemption :for contract carriers of general :freight is justified 
because it will not lead to destructive rate practices. 

164. If carriers must respond to unnecessary regulatory 
requirements rather than market demand tor their services,. they ~ 

will operate inefficiently with the attendant risks of oversupply, . 
waste of resources, and stifling of innovation. 

165. competition will restrain unreasonably high prices for 
the carriage of: general treight, it a carrier's rates. are too high, 
other competitors will take the business away by otterin~ more 
reasonable rates~ 

,16-6. Competition will prevent rated~creases pe:r:mitted by our 
adopted. regulatory program trom casting· an undue burden on other 
traffic •. 
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167. COltU'nission-set maximwn rates are not necessary for the 
contract carriage of general freight because competition will 
restrain unreasonably hi9,h prices. 

16B. The record fails to demonstrate an obvious or persuasive 
need in the p~lic interest for the setting of any maximum rates. 

169. Freeing carriers of general freight from unnecessary rate 
regUlation, including maximum and minimum rate requirements, will 
not har:m the public interest;: rather it will serve the p~lic 
interest by allowing carriers to· respond efficiently to'market 
conCli tions and. avo·id. problems of inetficiency, oversupply,. waste of 
resources, and the stifling ot innovation. 

170. We are justified in exercising the discretion we have 
under Public Utilities Code § 3662 to· set neither maxim:wn nor 
minimum rates for the contract carriage of general freight, and . 
instead require only that carrier set rates not tall below a 
variable cost floor price.. This. rate system is in the pub·lic 
interest and will not lead to· destructive rate practices • 

171. Our adopted program tor common carriers includes a 
variable cost tloorprice to prevent rates from dropping below 
reasonable levels~ 

172. The less than maximum reasonable rates permitted. by this 
d.ecision are required by the needs of commerce and the p~lic 
interest. 

173. Under our adopted regulatory progr~ for common carriers, 
competition and the 10% limit will keep rates trom risinq to 
excessively high levels .. 

174. Our adopted. regulatory progr~ for,eommon carriers of 
general treiqht will keep, their rates within the zone ot 
reasonableness .. 

175. The new and inereased common carrier rates approved. by 
this decision are justifi~d and ar~ reasonabl¢. ~ 

176~ there is 900d. cause for allowin9 common carrier rate 
changes to beco~e effective on less than 30 days notice in order to 

.' 
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allow common carriers to respond to market conditions as rapiQly as 
pOSSible, while still ensuring compliance with our requlatory 
requirements. 

177. The complaint anQ protest proceQures adopted in this 
decision will act to- prevent unreasonable rate changes. 

178. Our a~opted regulatory program fulfills our 
responsi~ilities and the regulatory o~jectives mandated by the . 
Constitution an~ statutes~ 

179. Price flexi~ility will provide carriers the freedom to 
align prices more closely with their costs while enabling well
managed, safe, and efficient carriers the opportunity to receive a 
reasonable return on their investment. 

180. UnQer the aQopted program, all common carrier tariffs 
should describe accurately and fully' the services offered to the 
public and provide the specific rate or the basis for calculating 
it for the performance of those services anQthe relateQ 
classifications,. rules, and practices. }.lso·, tariffs should be 
filed and maintained in a way that allows all users to· determine 
the exact rate applicable to any given. Shipment with all discounts 
clearly identified in tariffs and contracts. 

181. The current general freight program is clumsy and 
inefficient and contains some major flaws that pose a barrier to· 
maintaining reasonable rates anQ inhi~it the State's economy from 
fully benefiting from the services of a vital and vigorous for-hire 
trucking industry. 

182. Efficient carriers that price ~ccording to their costs 
and provide safer reliable service will riot only su::vive, but 
prosper when allowed price flexibility and an equal opportunity to 
compete. 

18·3. The economics of ,scale in serving large shippers is a 
natural force of a competitive market, anQ market-power will be 
checked and controlled'~y market forces .. : 
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184. Service to small and rural communities is not dependent 
on the existence or nonexistence ot economic regulation. Whether 
rates· are compensatory at a given level of service determines 
carrier enthusiasm to, serve a market segment .. 

18S,. COlMlission staff should take an active role in safety ):)y 
monitorinq carrier driver education and training proqrams. The 
Commission will consider the extension of the satety and financial 
entry requirements esta~lished "f:Jy AB- 3490 to, all general freiqht 
carriers, where appropriate in a future proceedinq. 

18G-. commission staft should, conduct surveys of service to 
communities or traffic lanes which have indications of poor service 
and report its findinqs. Where pro):llcms exist, recommendations 
should ):Ie made tor corrective action. 

187. commission staff should monitor competition and review 
the reasonableness of rates in traffic lanes and communities 
statewide.. Rec::onunendations should be made when corrective action 
is warranted • 

18'S'. Commission staf! should gather and monitor truck-at-!ault 
accident data and other safety related data in the trucking 
industry'. 

189. The current and proposed rigid rate proposal will not 
result in higher satety expenditures than those of a workably 
competitive market. 

190. Commission statt in coord.ination with other State 
aqencies will entorce recently enacted satety legislation. 

191. The Commission's TFCI and prevailing wage program for 
general freight carriers should ~e rescinded. . 

192. The Commission's current rules and regulations concerning 
general freight sUbhaul operations should be continuedpendinq 
further order of the commission. 

19'3. Further hearings should ~e held to' consider possible 
rules on the division ot revenues between prime carriers and 
sUbnaulers • 

- 135 -



• 

• 

I.88-0S~046 AlJ/FSF/j •• /jt w 

194.. Further hearings should be held to consider amending 
commission rules and regulations on leasing between carriers 
to determine if the rules and regulations could be patterned more 
closely to those of~he ICC. 

195. The Transportation Division staff should be ordered to 
study and report within 180 days from the effective date of this 
decision on possible changes in prime carrier'subhaul bonding 
requirements. 
~nelusions ot Law 

1. The Commission is not restricted to, a cost-of-service 
form of rate regulation. 

2. Public utilities Code § 451 requires common carriers to 
charge just and' reasonable rates. 

3. There is a zone of reasonableness within which common 
carriers may and should, exercise discretion in est~lishing their 
rates. 

4 ~ Public Utilities Code § 454 ~,2 allows the Commission to 
authorize a zone of rate freedom for passenger stage corporations 
where it finds that there is SUfficient competition. Thus the 
provisions of California Constitution~ Article X:I~ § 4, requiring 
Commission authorization tor common carrier rate increases" permit 
the Commission to authorize a zone of rate freedom for common 
carrier$ where there is SUfficient competition. The language of 
Public Utilities Code § 454 concerning Commission authorization for 
rate increases is substantially identieal to the language of 
California Constitution, Article XII~ § 4 dealing with the same 
subject. Thus" § 454 similarly permits the Commission to, authorize 
a zone of rate freedom for eommon carriers where there is 
SUfficient competition. 

S~, The California Constitution and the Public Utilities COde 
penni t the Commiss'ion to' authorize rate flexibility foreommon 
carriers within a zone of reasonableness, based upon a finding that 
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worka~le competition exists and that n~ither pre~atory pr1cins nor 
destructive competition should result. 

6. Under Public Utilities Code § 3662 the Commission has 
discretion to set maximum or minimum rates or no rates at all for 
hiqhway contract carriers. 

7. The commission may refuse to impose minimum rates when 
the record fails to demonstrate an o~vious or persuasive need in 
the pUblic interest. Exemption from rates can be justified when 
the exemption would not lead to destructive rate practices. 

B. Public utilities Code ,§ 726 implies the s~dard ~y wnich 
minimum rates are to be determined but does not require that such 
rates }:)e set .. 

9. The Commission has ample a~thority to est~lish an 
appropriate and effective form of flexible rate requlation for 
highway carriers of seneral freiqht. , 

10. Onder Public Utilities Code §§ 455- and: 491" for good. 
cause the commission can allow rate changes on less than 30 days' 
notice by an order which:, (1) specifies the chanqes to be made, 
(2) identifies when the changes will oceur, and (3) sets forth the 
manner in which changes shall ~e filed. and pub,lished. General 
Order 147-13 meets these requirements •. 

11. Our adopted rcqulatory proqram complies with the relevant 
provisions of the Constitutio'n and the Pu~lie 'Otiltiies Code. 

9 R PEB' 

I~ XS ORDERED that: 

1. ~he regulatory program for the transportation of general 
freight by truck outlined in the body of this deeision is adopted. 
General Orders (G.O.) eo-c, 147'-B, and lS5-A,. attaehed as . 
Appendiees C through E whieh ilrlplement this program replace <:; .. O.s .. 
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80-S,. l47-A, and 155,. respectively. The new qeneral orders shall 
~ecome effective on the effective date of this order. 

2. All rates and. contracts governed ~y c.o 147-A and in 
effect on the date. ot this. elecisionshall ~e qrandfathered into the 
regulatory program adopted in c.o. 147-B. Existing general freiqht 
contracts may remain in effect until their expiration date. 

:3 e, Within 90 days from the e'ffective elate o'f this decision, 
all common carrier tariffs~ except shipper specific tariffs and 
rates which include write-in tariffs~ shall conform to the 
regulatory proqram. adopted here. 

4. The Executive Director shall propose a program for 
oringinq shipper specific tariffs and rates which include write-in 
tariffs into- compliance with CO 147-B. 

5. On request" common carriers shall serve, at least one day 
per week, each community tor which they have filed tariff rates. 

6. The Executive Director shall cause the Commission's staft 
to do the followinq:. 

Monitor carrier driver education and training 
programs. 

Esta~lish a toll free telephone n~er tor 
puolic use, to verity a carrier's operating 
authority. 

Evaluate extending the safety and financial 
entry requirements estaolished ~y AS 3490, to 
all qeneral freight carriers. 

Monitor the degree of competition and quality 
of service within small and rural co~~unities 
and other traffic lanes as necessary. 

Conduct surveys of service and rates to 
communities and traffic lanes statewide; where 
pro~lems exist recommendations, for corrective 
action should ~e mad.e. 

Cooperate with the California Highway Patrol in 
the gathering and monitoring of trucX-at-fault 
acciGlent data and· other safety related data in 
thetruckinq industry. 
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Enforce recently enacted safety legislation. 

Issue' a report within lS'O days. from the. 
effective date 0: this decision addressing the 
su.bhauler 1:onding requirements for prime 
carriers.. . 

7. Additional hearings will~escheduled to consider 
poss~l:Ile :rules on the Q;iv~sion of revenues bet·N'een pr~me carriers 
and sW=h.aulers,. 

S.. Additional hearings will be scheduled to consider 
amending Commission rules and regulations on· leasing between 
carriers to determine it the rules' and reg'Ulations, should. be 

patterned more closely to those of the ICC .. 
9.. The issue of extending the satety and financial entry 

requirements established 1:y AB 3490 to all.qe.ne~al !reiqh~ carriers 
shall be ad.dressed· in a .subsequent proceeding. . 

10. The Commission's Transportation Division S·taff shall 
annually sponsor workshops Which all interestee pa~ie$ ~y at~er.d 
to eevelop CO$ts· other than vari~le to use as floor prices. 

ll. As soon after the effective date as possible" the 
Executive Director shall serve all highway co~~on carriers and 
highway contract carriers with a copy 0: ~is order. 

This order becomes. effective 3,0 days from tOday .. 
Dated OCT 1 2"1989,. at San Francisco,. california~ 

',',1 

I a):) stain. G .. <MI'rCHELL WILl< : ' 

/s/ PAT.RICIA M~ E~'r 
. Com=~ss~oner 

President 
FREDERICK R.. DtmA" 
ST~'W.. 'HO'L'E'rI . 
JOHN B .. OHANIAN 

commissioners. 
~-.-.-.---.--'~ 
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G. MITCHELL, WILK, Commissioner, Concurring:, 

I support this decision as a notable improvement over 
the Commission's previous policies regarding general !reight. 
The rate flexibility embodied in the order is long overdue and 
will substantially benefit the state's economy. OVerall, the 
package is balanced and clearly in conformance with applicable 
statutes and Constitutional provisions. 

However, it is apparent that in some respeets 
applicable statutes conflict with the record in this proceeding. 
We have maintained a number of restrictive provisions and 
regulatory requirements that do not serve the publie interest but 
are statutorily required. In particular, the record is clear 
that rate restrictions on contracts are unnecessary;. shippers and 
carriers are no different that any other sophisticated 
partieipants in our eeonomy that are free to make and en!orce 
agreements they find to-be mutually beneticial_ While the rate 
regulations we adopt should not $e~e asa great impediment t~. 
contracting, their cost is not balaneed by any foreseeable 
benefits .. 

I will urge my colleagues to support legislation that 
would end rate regulation of contractsr 

comxnissioner 

October 12, 1989 
San Franeiseo, California 
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OPINION 

Smmpa;y 

'I'his decision finds that a workably competitive market 
exists in the general freight trucking industry and adopts a 
flexible reg'Ulatory program Which allows the efficiencies ot the 
market place to· deter.mine transportation rates. In addition to tbe 
flexible rate program a number of safeg'Uards are adopted to· ensure 
the public is provided safe,. reliable service at reasonable,. 
nondiscriminatory rates~ These safeguards include some limitations 
on rates, a monitoring program, a minimum level ot service 
requirement for common carriers, a requirement that all rates and 
aasociated discounts be filed anei available for puJ:)lic inspection, 
and a toll free telephone number tor verifying carrier operating 
authority. 

We believe this approach provides the benefits of 
competition with the control ot regulation only where needed • 
Carriers will be able to openly compete tor customers,. but not 
allowed to discriminate without justification. Shippers will be 
free to have service tailored. to their· needs:,.. and." the trucking 
industry will be able to respond to· market pressures rather than 
regulatory mechanisms. We fully expect the dynamics of 
Calitornia's economy to-be matched by the dynamics ot general 
treight trucking, with. the public the main benefactor of a more 
responsive and efficient industry.. Safety will not be compromised 
in this achievement. Commission initiated and legislatively 
mandated programs will be in place to-provide the public with 
direct reg'Ulation and enforcement of safety standards. 

Onder our flexible program, common carriers will be 
allowed rate freedom within a zone of rea~nableness. The upper 
end ot the zone is a 10% cap on rate increases~ the lower bound is 
shipper-specific variable costs. Common carrier rate changes 
outside the zone and collectively set. rates require· a formal 
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application with appropriate justification. Contract carriers are 
not restricted by the zone in establishing rates~ but may not set 
prices lower than variable costs. T~ minimize direct eompetition 
between common and contract carriers, contract carriers are only 
authorized to enter into special contracts which provide for a 
special relationship between the carrier and the shipper or for 
sel"V'ice not normally provided under common carrier tariffs.. All 
rates and contracts must be filed with the- Commission. However, 
common carrier rate changes not requiring an application are 
effective on 10 days' notice.. Special contracts are effective 
after 2'0 days' notice .. 

Subhaulers are subject to- a division of revenues (between 
prilne carrier and subhauler) to' be determined after additional 
hearings., 
Background 

The issues raised in this proceeding were first a~dressed 
in Case (c .. ) S436,~ et al., and later in Decision (0 .. ) 90663, dated 
August 14, 1979.. That decision set up a five-year transition 
period which resulted in the initial opening of entry into the' 
general commodities common carriage field for thousands of 
California permitted carriers. With passage of the five-year 
transition period.", 1.84-0S-048 was openec1. That invest.igation 
included, 23 hearing days, testimony from many segments of the 
transportation community, and. ,an en banc oral arqument. Finally, 
D ... 86-04-04.5<, dated' April 1&, 1986, adopted the present requlatol:y 
program as represented in General Order (G..O .. ) 147-A. Before its 
adol?tion in 0.86-12'-102-,. G .. O. 147-A was the subject of extensive 
workshops conducted by the Commission"s Transportation Division 
staff, .. 

G .. O .. 147-A implemented a system of carrier-made rates, a 
rate winciow, rate exempt deciicated equipment contracts,. and the 
ilXlposition of a Truck Freight Cost Index (TFCI) that, impacts rates 
for common and. contract carriers in california.. Add.itionally,. the 
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decision set up a new procedure for future justification of re4uce4 
rates and the review of rate reductions that were granted durinC] 
the transition period. 

It should be clear to the trucking- industry that the, 
progression of our attempts to meet the ch~nging, situation in 
California intrastate transportation has been developinC] over an 
extensive period.. Our movement toward relaxed rate requlation has 

not been easy" but the issues hAVe been repeatedly addressed and 
the parties have had ample opportunity to· assemble their evidence 
and. develop· the record. .. 

Aside from the fact that this proeeedinC] is only part of 
a continuinq proqression of investiqations, this is not a 
proceeding that contempl~tes total 4erequlation. 'I'he proposals 
which. have been presented are premised on the Commission retaininq 
jurisdiction over t:t:Le carriers operating- in the State. 'I'h.is would 
be consistent with our treatment of various aspects of specialized 
transportation, such as fresh fruits and v8g-et4bles and tank truck 
operations:, which were released from rate requlation only. 
ProcegU);Jll Ristoxy 

On DecembClr 16, 1987 an orc1er was, issued settinC] en l:>anc 
hearings to consid.er th.e State's requlation of the for-hire 
trucking- inc1ustry. 'I'his included consi4eration of all sectors in 
the trucking- industry, not'just g-eneral !reig-ht~ En bane bearing-s 
were held in San Fr~Lncisco· on Ma.rch. 10 anc1 11 I' 1988 and in Los 
Angeles on March 18, 1988. At those hearings panels of experts and 
a parade of witne$s~s, including- the commission"s Division of 
Ratepayer Advocates (ORA), expressed concerns about the requlation 
of the for-hire trucking industry. 

On Auqust '; 24,. 1988·, Order Instituting- InvestiC]ation (I.) 
88-08-046 an investig-ation into the requlation of g-eneral freig-ht 
transportation l:>y truck WAS issued. I.88-08-046 identified the 
commission's requlatory objectives and. invited a thorouqh re
examination· of the current scheme ot reCJUlation. Preheari~9 
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conterences which established procedural rules were held on 
September 14, 1988 and October 17, 1988. 

Fitty-tour days ot evidentiary hearings commenced on 
Nove~er 7, 1988 and concluded on February 24, 1989. Additionally, 
two pul:>lic CO'mlUent hearings were held, one in Los Angeles on 
December 5,1988 and the other in San Francisco-on Dece~er 12, 
1988. The 56 volumes ot transcripts. totaled 7,286· pages. 

The Appearance list includes 59 individuals and 
organizations, 18 of which submitted briefs .. One. hundred si~ 
witnesses' ottered testimony including 19 rebuttal witnesses. A 
total ot 186 exhibits and 1:3 reterence items were receivecl. 

In accordance with § :311, the proposed decision ot ~ 
Ferraro was mailed. on June 6, 1989. COXDments were received from 16 
parties. Thes~ have been reviewed and earetullyconsidered by the 
Commission. Many changes induced by the comment$ and during our 
own deliberations have been incorporated into, the tinal decision. 
Eo;Uj:i2ns 2: the PaXj(ies 

Below is a description of each party's position with 
respect to' rate requlation. The parties strongly disagreed on the 
proper amount of rate requlation for the qeneral freight trucking 
industry. Their positions spanned the continuum trom total 
deregulation to· rigid rate requlation. In addition to the main 
issue of rate regulation, parties also addressed the closely 
relAted issues of: collective ratemaking, sUbhauling, satety, and 
credit rules.. Each issue is discussed in a separate section. 

Calitc>rnia Trye:ti-ng ASS9C,Utis:m '<;l'Al 

CTA is one of the largest and most active trucking 
organizations .in the State, with about 2,500 members. eTA conducts 
programs on management and truck safety, has local and statewide 
committees which adciress important trucking issues, anel engages in 
lobbying activities on behalt ot its meml:)ers .. 

eTA recommends increased· economic regulation tor a stable 
industrY capable .of meeting, the state's needs~ Additionally, CTA 
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fears rate deregulation will cause rate discrimination, a reduction 
in service to small shippers and rural communities, increased 
highway accid.el'lts, and an increase inhiqhway cOl'lqestion and.· air 
pollution. If the market is allowed to set transportation rates, 
C'I'A argues that the Commission would qive advantaqe to' larqe volume 
shippers and high-volume traffic lanes. 

According to; CTA, during relaxed rate regulation (1980-
1986·) shippers, using market power, forced carriers to lower :cates. 
This resulted in reduced carrier revenues and discouraqed capital 
investment.. General freight carriers suffered major losses of 
capital which manifested. themselves in :bankruptcies.,. exit from the 
industry, older e~ipment,. and. lower waqes. The large number of 
:bankruptcies and firms exitinq the industry during this transition 
period resulted in poor quality service to some shippers and 
general instability in the industry~ CTA states that lower 
trucking rates in the transition p4riod: (1) increased shipper 
profits by. nearly $1 billion, (2) were not passed through to· 
consumers,. and (3) continued until the current regulatory program 
was instituted. 

eTA points out that in 1986- California carriers received 
a 10% rate increase, the first general rate increase in the 
Commission tariffs since 198·0. This· led. to· reinvestment in 
trucking equipment and employee drivers. '1'0 plunge these carriers 
back into cutthroat rate competition WOuld cause disastrously low 
profit margins, impossil:>le de:bt-to-asset ratios,. and increase the 
difficulty of attracting new capital. FurtheX'lllore, marlcet-set 
rates lead to· overcapacity; carriers expand fleets and d.uplicate 
services in an attempt to increase market share. ~his results in 
an extra cost that society eventually pays for in pollution, 
congestion, and hiqher rates to, shippers. without market power. 

CTA also- asserts that the 1ess-than-truckloa4 (~~~) 
industry has large economies of scale which supp.ort pra4atory 
behavior. eTA points to.. the significant concentration in the 
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interstate tTL industry since rate (.\erequlation in 1980 as evi(.\ence 
of this behavior. Additionally, CTA cites examples of rate 
('\iscrimination in rate (.\erequlate(.\ markets by Interstate Commerce 
Commission (ICC) carriers an(.\ lost service an(.\ increased rates to
rural shippers. CTA believes that: (1) secret rates an(.\ discounts 
prevalent under derequlation prevent shippers from making informed 
decisions and effectively bargaining for rates, an(.\ (2) serviee to 
rural areas does not always support multiple earriers,. whieh 
without rate regulation will result in shippers paying monopoly 
prices. 

According to, eTA, highway safety has- also suffered 
because of relaxed rate requlation. CTA claims reductions in rates 
have lead to the use of older and inadequately maintained 
equipment, lower driver wages, and inadequately' trained and 
emotionally unsuited drivers. CTA states that truck drivers are 
iaenti~ied as the primary cause of over 90% of truck-at-fault 
accidents and arques that a direct eonnection exists between rate 
regulation and highway safety_- Add.itionally,. CTAbelieves that 
carriers in poor financial condition will delay needed maintenance,. 
hire poor quality drivers,. and operate in an unsafe manner. 

In another area related to· motor carrier infrastrueture, 
C'l'A cites the recent enactment of sa 15,1 (Stats. 1987, Ch .. 1301) 
which gave the South Coast Air Quality Management District 
(District) authority to restrict traffic within its jurisdiction. 
The law also· provides for the formation of other jurisdictions 
throughout the state. ~on9 the proposals being considered ~y the 
Distriet are peak period'fee assessment, traffic diversion,. 
requiring carriers to retrofit equipment with engines which burn 
clean fuel, and outright bans,. Additionally,. the city Of. to~ 
Angeles has proposed ordinanees and the California Air Resources 
Board. has adopted quidelines. for restrieting truck traffic to, 
m.:!.nilnize. air pollution. C'rA claims. ,this threatens. free aceess to, 
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California's freight transportation infrastructure and recommends 
commission action to reduce the involvement of local jurisdictions. 

C'I'A's proposed regulatory program will require all common 
carriers to file rates throuqh tariff ~ureaus granted PUblic 
Utilities (PO) § 496 antitrust immunity. Within the ~ureaus, 
individual carriers will have the' right of independent action .. 
Proponents of any chanqe' in a common carrier rate must either be a 
tariff ~ureau member carrier whose traffic is directly af~ected, or 
an affected freight ~ill payer.. All bureau rate chanqes must 
receive Commission approval before publication. All common 
carriers must publish. rates to all points and. places in their 
service area. Cost justifications for rate changes shall include 
the costs of operating in compliance with all State and Federal . . 
laws inclUding: the speed limit,. hours of serv-ice ~imitations 
(including waiting or delay times), and compliance with weight 
requlat.ions .. 

Contract carriers will be required to· file contracts with 
the commission. Rate increases may be tiled on one day~s notice 
and rate reductions must be filed on 30 days' notice, measured from 
the date o·t publication in the Commission's Transportation 
Calendar. Rate reductions· must be cost-justified under the same 
rules as common carrier cost justifications. All contracts must 
include a provision which makes the shipper eo-liable for all 
accidents arising from the carrier's perfonn.ance for the contract 
shipper. A carrier would have no- limit on the number of non
dedicated contracts it may enter. 

Contract carriers will be limited· to- three dedicated 
contracts. To be eliqible to use ded.ieated. contracts a contract 
carrier must meet the following condition$.:- (1) only carrier 
employees or sUbhaulerspaid in accordance with a cost-justified 
settlement schedule may be used, (2) balance sheet assets must be 
at least 1.4 times greater than current liabilities, (3) labor cost 
ontbe carrier's income ~tatement must 1I1eetthe labor ratio-test,. 
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(4) at least 50% of the carrier's revenue must ~e earned from 
intrastate California transportation, and- (.5·) a driver selection 
and training program, and an equipment maintenance, repair and 
replacement program must be in place. 

AdcU tionally',- carriers wishinc; to use cost justifications 
and dedicated contracts must place" at an acceptal:>le level, in a 
measurement device called a safety score. The safety score 
examines financial and operatinq data that CTA studies claim are 
correlated to highway safety. An acceptable safety score is one in 
the top two-thirds of all motor carriers. Common or contract 
carriers who· are ranked in the bottom third must provi<1e a cost 
justification Which demonstrates the reduced rate will measural:>ly 
improve at least one of the four elements of the safety score_ 
This improvement must be sufficient to· move the carrier out of the 
~ottom third. Contract carriers wishing to use dedicated contracts 
must have a safety score in ~~e upper half of all carriers. More 
details on the safety score will be provided in the safety section • 

The current proc;rams for the TFCI, prevailinqwaqe, rate 
window, and rules for meetinq a competitor's rate remain unchanged. 
SUbhauler rates would be regulated and sUbhaulers paid in 
accordance with a cost-justified rate· schedule. More detail. on 
eTA's proposals for s~hauler regulation· is contained in the 
s~haulinq section. 

Ad HQ9 Carriers SOmmitt§e CAd Ho~) 

Ad Hoc, a coalition of motor carriers and others in the . , 

transportation industry, was formed for the purpose of 
participatinq in the investiqation of general freiqht motor carrier 
regulation. Ad. Hoc presented nwnerous witnesses including an 
accounting professional, equipment sale$ representative$, a 
subhauler, a prime hauler and several transportation co:nsultants_ 
The testimony offere4 covered a ~road spectrum ot economic and 
policy' issues, but only two-witnesses submitted speCific 
recommendations .' 
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A4 Hoc believes the issues addresse~ in this OIl were 
adequately examined in prior proceedings, and general freight ~otor 
carriers have achieved a limited· degree of stability and financial 
benefits under the current requlatory program. T~ seek major 
changes at this time is prematu~e and the industry should be given 
a full opportunity to make the current program· work. 

Ad Hoc does recommend some fine tuning to- the existing 
requlatory program in areas that have been identified as problems. 
In two instances, Ad Hoc witnesses differ on the moClifications that 
shoulCl be made~ rate window filings and competitive rate filings 
under G.O. 147-A. One recommendation for rate w~ndow filings would 
discontinue the filings because they are ~ore of a burden than a 
benefit. 'I'he other recommendation woulct continue rate window 
filings without chang'e because they are working' satisfactorily for 
both carriers and shippers. There is also, a conflict w:i.th Ad Hoc's 
recommendations for competitive rate filings. One continues the 
filings with no changes since the provisions contain several 
protections against abuse o·f the privilege,. and the other continues 
the filings, but allows existing carriers to meet competitive rates 
without having previously handled the traffic. 

Ad Hoc proposes that existing common carriers be allowed 
to lower rates to· meet a competitor's GACC rates without eost 
justification. 'I'his recommendation addresses the competitive 
advantage of new common carriers and existing contract carriers. 
These carriers can file any existing GACC rate without cost 
justification, While existing common carriers must cost-justify the 
same rate. Ad Hoc's proposal woulct eliminate this competitive' 
advantage. 

Ad Hoc also recommends that the TFCI, dedicated 
contracts, an4 cost justifications be retained with a sincere 
effort on the part of Commission staff and the industry to educate 
carriers and shippers on the requirements_ Additionally, Ad Hoe 
requests an inve'stigation into discounts- because disCriminatory and 
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preferential discounts are illegal, improper, and. contrary to the 
interests of consumers. 

In support ot its recommendations Ad Hoc concludes that 
derequlation will result in the following! 

1. tower rates to larger shippers and hi9her 
rates to' smaller sh.ippers. 

2. An increase in total intrastate 
transportation costs. 

:3. Increased pro'fits for major shippers. 

4. A decrease in the ability of in~rastate 
carriers to' attract capital. 

S. Orivers and sUbhaulers working excessive 
hours at illegal speeds., 

6. Reduced expenditures for vehicle 
maintenance and safety. 

7 • An increase in the average a9'e ot equip,ment 
utilized by intrastate for-hlre motor 
carriers licensed by this Commission. 

s. Diminished avail~'ility and frequency ot 
motor carrier services to· small towns and 
rural areas ... 

Although Ad Hoc makes recommendations tor changes or 
modifications to the current proqram, it does not specitically 
outline the steps that should'be taken to ettect the changes., Ad 
Hoe believes it is in the best interest ot the State's e~onomy to, 
give the existing program a chance to work, and. urges the 
Commission to address regulatory issues within the scope of the 
current program rather than adopting a new regulatory program. 

California ttamstgrs ~lie Attairs COun~il (Ttom&ter;l 
'I'eamsters supports the continuation ot the current 

program, with some modifications, and specitically opposes less 
restrietive rate regulation. ~ea=sters believe larqe Shippers have 
benetitetl from deregulation through lower shippil"l9 ratesan4 
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greater market clout~ but that those benefits do not balance the 
negative social and economic consequences. In its view both 
interstate deregulation and the period of relaxed rate regulation. 
in California (l980 and 1986,), caused enormous economic disruption 
in previously stable markets .. This,had particularlyd.isastrous 
consequences for small shippers, highway safety, and. industry 
employees. 

Teamsters addresses the negative effects of lessened rate 
regulation, and argues that no evidence has been advanced to shoW' 
the cost-justified rate system now in effect produces 
noncompetitive rates, IIf'monopoly rentsllf' for workers, or any of the. 
other problems allegedly suffered by shippers prior to· 1980 .. 
Teamsters states that labor (particularly union labor) shouldered 
much ot the economic burden of deregulation. Many employees were 
forced to accept pay cuts, inereased· .... ork hours, and a decline in: 
working conditions... Workers who· had been steadily employed for 
decades found themselves unemployed or underemployed while others 
lost health care or pension benefits for themselves and their 
families~ This loss ot benetits places additional burdens on 
taxpayer supported serv-ices, rather than carrier supported plans ... 

Teamsters also, tocused, its attention on the relationship' 
between economics, highway satety, and the impact ot interstate 
deregulation.. While freely admitting there is no simple 
correlation to be made between highway safety and deregulation, 
Teamsters argues the economic pressures brought on by. deregulation 
have a definite impact on certain faetors related to truck 
accidents.. These impacts inclUde: (1) delays in new equipment 
purchases, (2) deterred vehicle maintenan·ce,. (3) poor management 
and personnel practices, and (4) unsafe operating practices. 

Teamsters proposes the current rate regulation program be 
modified' in three areas_ First r the' TFCI should, be updated more . 
than,onee a year for labor and other fixed. costs.. Seeond r the 
Prevailing Waqe Report should be revised to' exclude 'carriers who, 
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pay drivers minimum wage and to include nondriver employees as a 
secondary labor cost. Finally, Teamsters advocates a fixea 
aivision of revenues between subhaulers and prime carriers, with 
prime carriers- compensated only for their costs.. Prime carriers' 
would be required tc pay subhaulers rates which are cost-justified 
using subhauler costs~ Teamsters' recommendations for subhaulinq 
are discussed in more detail in the subhauling section. 

Highway carrie~s AssQCiationtwi11ig freight Lines CHCA) 
Kighway Carriers Association is an orqanization ct 

approximately 600 small carriers, and Willig Freight Lines is a 
large LTL carrier with both interstate and intrastate operating 
authority. 

HCA says ,this proceedinq is unnecessary and shou14 not 
have been un4ert~ken because the current regulatory prcqram is the 
result o,t a recent ana extensive inquiry into the regulation of 
qeneral treight. HCA believes the existing prcqram contains 
defects" but maintains that the remedies are relatively'simple and 
straightforward and do, not warrant a complete overhaul. HCA 
ad-vocates :i.nstitutinq the modifications to, G· .. O .. 147-A recommended 
by the Cotlllllission staff in November 198.7. These recoDllllendations 
would:. 

1. Allow qenerally applicable common carrier 
rates to, be publishecl by existinq common 
carriers, not merely new common carriers 
and contract carrier competitors. 

2. Remove the requirement that a carrier 
already be-handling the traffic in order to 
meet the rates ot a competitor. 

3. Create a provision whereby carriers could 
make minor changes to- taritfs without 
having to tile a cost justificat:i.on or a 
tormal application. 

An additional proble~ with the existing program oecurred 
when carriers were required to, transter,rates trom transition 
taritfs (pre-1986:) to: individual publications or bureau taritts • 
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Many smaller earriers eou14 not affQrd to file all fQrmer rates 
simultaneously and ehose to file simplified tarifts. However, onee 
an initial filinq was made, subsequent ehanqes required Commission 
authority. Unfortunately" many earriers did not beeome aware of 
this until after their aetiQns limited their options. 

RCA also, recommends elarification of the 'I'FCI. A literal 
interpretatiQn has resulted in application of the L'I'L index to 
thQusands· of 'I'L rates published Qn a, *per unit* or ·per mile. 
~asis. HCA has alsQ, identified a n~er of teehnical refinements 
to the 'l'FCI whieh- should' be addressed.-

In response to-the prQPonents of flexible rata regulation 
HCA arques that:. 

1. 

2. 

3. 

4. 

5. 

Shippers dQ not pay more in California than 
elsewhere .. 

Shippers are not movinq 'out of California, 
they are moving into the State.. ' 

CQnsumer~ will not pay less when tr~ckinq 
rates decline .. 

Just-in-time production eoncepts have been 
in California tor many years. 

Flexi~le rate regulation would create 
inequities between competinq elasses and 
undermine the common carrier system. 

6. Less rate regulation will have a 
siqnificant detrimental effeet on safety .. 

Finally, HCA urqes a fine tuning- of the existinq proqram 
to' allow the industry to eontinue on the course of establishinq 
competitive, earrier-set,.. cost-based rates. 

Parties Represented by Edward J. Hegarty (Hegarty) 
Heqarty represents the California Carriers Assoeiation 

and the California Dump· 'I'ruck Owners Association. Heg-arty raises 
numerous legal arguments in support of' the existinq requ'latory 
program.. 'I'hese are addressed in the legal section below., 
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Addi tionally, Hegarty points out that the class·ification 
of freight as either general or dump truck i~ an issue in C.S437, 
OSH 323 and should not be litigated in this procee4inq. We agree 
with Hegarty on this matter and will leave the classification of 
freiC]ht to :be resolved in C.5437, OSH 323. 

west Coast freight Tariff Bureau 'WCfTB) 
WCFTS supports the current regulatory proC]ram :because it 

preserves rate sta:bility and ensures a stable trucking industry. 
WCFTB says the truckinC] industry was financially hurt :by the 
transition period and that small companies will be ~orc.d 'out ~f 
~usiness :by destructive and predatory pricinC] if rate requlation is 
significantly reduced or eliminated~ 

AccordinC] to· wcns,. ORA's proposal is discriminatory and 
un~air to common carriers. Common carriers are required to- tile 
rates while contract carriers. are not. 'I'his presents an unfair 
competit~ve environment :between common and contract carriers. 

Finally, WCFTB supports continuing the current regulatory 
program with the followinC] modifications: (1) Allow existinC] 
carriers to· tile new GACC rates,. and (2) allow all carriers to· meet 
the rates of competitors with a cost justification within 60 days. 
WCFl'B also supports carriers having the choice of individual 
tariffs, agency tariffs,. or subscri:bing to a tariff :bureau whiCh 
has antitrust immunity in accordance with PU § 49~. 

Pacific MOtor Ta~itt Bureag 'EMTB) 
PMTB represents approximately 300 carriers,. the majority 

of which are small and file only intrastate rates. PMTS argues 
that the current proC]ram has :been. in effect only two years and 
should not ~e overhauled. 

Furthermore,. PMTB :believes that large shippers and 
carriers which. propose flexi:ble or no· rate regulation are motivated 
:by self-interest.. Under their proposals, large shippers will be in 
a superior ~argaining position for preferential rates and large 
carriers will enter new markets intent on· domination or 
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destruction. In contrast" small family-owned carriers are 
intereste~ in safeguardinq their livelihood throuqh rate regulation 
and small shippers without barqaining power seek Commission 
protection. 

According to PM'l'B" the Commission, has the responsibility 
to make a decision in the :best interests of the public ,by ensuring 
a transportation system that is safe, efficient t and offers 
adequate service levels. With some minor adjustments, PMTB 
believes the current rec;ulatory program meets these objectives. 
since PM'I'B modifications to the current proqram parallel those of 
HCA" they will not be repeated .. 

Cal-HestTaritt Bgrcau Ccwt»l 
CW'I'B- represents approximately 

operatinq authority from 'the Commission. 
500 members which have 

CWTB,:, (1) advocates 
retention of the current system with some mOdifications, 
(2) believes the present system creates a competitive environment, 
is reasonable t and allows rate f1exib'ility, and (3) asserts that 
regulatory change would adversely affect the industry and the 
public. 

The testi~ony o~ CWTS describes the proble~ experienced 
by carriers during the period of rate fle~ibility, 1980 through 
1986. Its witnesses recounted situations in which they were 
compelled to offer e~cessive rate reductions, to· retain business. 
One witness,. who provides repair services to many carriers, 
testi~ied that equipment is not being maintained properly because 
deregulation reduced revenues. •. 

Furthermore, CWTB states that contract and common 
carriers currently compete for the same traffic, but economic 
deregulation o,f contract carriers would result in predatory pricinq 
practices and. prejUdicial priCing in favor of large volume 
shippers. This would prevent common carriers trom competing tor 
tavorable trattic and torce the COmlnon carrier industry into 
banJo:uptcy •. 
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CWTB suppcrts a regulatory policy that will be uniform in 
its application and enforce~entand will ensure a4equate service 
without discriminatory rates.. ':'0 acccmplish this, CW'I'B; believes 
the eurrent rate regulation program must be continued. for both 
common and contract carriers.. However" ~ recom:men4s the 
follcwing steps to fine-tune the existing prOg'l:'am: 

1. Cost justifications applicable for only one 
year. ' 

2. Common carriers allowed to· reduce rates to 
meet other carrier GACC rates. 

:3. Elimination of the requirement that a 
carrier already handle traffic to meet the 
cost-justifie~ rate of a competitor. 

4. PUblished guidelines for eost-justifying 
rates .. 

s·. strict enforcement o·f the Commission rules 
and. regulations • 

G. Review of the regulatory program five 
months after this decision. 

NAtional MOtor freight Tari!: Association 'NMrTA) 
NMF'I'A is a Virginia based tariff association with 

approximately 7,000 participating carriers, 188 o,t' which have 
intrastate operations in California .. NMFTA publishes the National 
Motor Freight Classification,. Which it files with the Interstate 
COlmnerce Commission (ICC) and 42 state regulatory'agencies, 
including this Commission. 

'I'he primary issues a4dressed. by NMF'l'A are:. (1) whether 
there is a link between economic regulation and motor carrier 
safety, and (2) the effect elimination of motor carrier rate 
regulation would have on the California trucking ind.ustry 
infrastructure. NMFTA states there is definite linkage between 
economic regulation and. safety, with partial oreomplete 
elimination of motor carrier regulation resulting in a 

- 17 -

• 



• 

'. 

I.88-08-046 ALJ/FSF/j •• AL'l'-COM-JBO 

deterioration in highway safety. The elimination of interstate 
motor carrier regulation has also adversely affeeted the financial 
stability of the trucking industry, resulting in poor service 
and/or high rates to small shippers and communities. .. ' Shippers of 
difficult to· handle commodities have ~een left With no public 
service. Undesirable freight has been shunned and/or used to, 
subsidize the reduced rates obtained by the favorite ffJ!W. 
Excessive competition has driven established carriers. out of 
business and causes many carriers to operate at rates which do not 
meet their costs·. 

NMF'l'A argues that the interstate experience has taught 
that economic pressures, created by rate discounting and excessive 
competition, give rise to· safety problems due t~ reduced 
maintenance expenditures, the inability to· purchase new equipment, 
and reduced driver wages. Onder the interstate system, published 
discounts are often below cost and. do· not indicate to whom they 
apply. Some shippers have,pressured carriers to establish 
arrangements where~y the shippers are paid the published discount 
even though they do, not pay the freight bill. 

NMF'l'A Submits that the interstate system has produced 
preferential and d:iscriminatory rate practices and if California 
abandons rigid rate regulation it would experience similar effects. 
Requlatory control, economic and otherwise, over motor common and 
contract carriage is absolutely essential to the success of 
California's intrastate transportation system. NMF'l'A ~elieves that 
while the current program may require addit:i.onal fine-tuning, ;its 
requlatory objectives are sound.. FUrther implementat:i.on and ' 
experience with this program should occur before the industry and 
the public are subjeeted to" disruptive policy changes. 

lQlger Athearn. Jr. <Athearn) 

Athearn is a-transportation consultant who appeared on 
behalf of himself and testified for Ad Hoc. Athearn argues that 
the federal experiment in transportation derequlation has- resulted 
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in a decrease in the availability of full service motor common 
carriers, which are essential to small businesses and smal:l rural 
communities. 'I'his conclusion was drawn from Athearn's aM:lysis 
which determined the numl:ler of common carriers having autbori ty to 
serve California's county seats declined. by 48% from· 1982 to 1988. 

Athearn also· states that full service motor carriers have 
been unable to resist the economic pressure to charge their major 
corporate customers lower rates or qrant hiqher discounts while 
charqinq small business more for the same service. '!'his 
discrimination has placed small ~usinesses and small ruraJ~ 
communities at a disadvantaqe that cannot ~e explained-by 
differences in the cost of transportation service. 

Finally, Athearn is· opposed to common carriers publishing 
rates for specifically named customers or predicatinq ratos on 
me~ningless bill of lading certificates. Secret rates in 
confid.ential contracts are not in the public interest. A1:hearn 
believes that carriers should. not be allowed. to· hold both common 
and contract authority and. the only way to· prevent discrimination 
is to require carriers to publish their rates~ 

Ac;Tran 

Ac'I'ran is a consulting firm primarily involved with 
interstate and. intrastate transportation rate analysis. Ae'I'ran 
supports the current requlatory proqram and identified a number of 
problems that exist in the interstate derequlated. mar~et.. Amonq 
the specific ills are unsafe driving practices due to· red.uced rates 
and. the use of rebates and kicXbacks. Another serious probiem is 
the filing of rates. Contract carriers are not required to file 
rates and. common carrier filing requirements are not enforced .• 
Finally,. Ac'I'ran s~mitted: a comparison. of interstate and intrastate 
rates and expressed concern over the trend toward·monopolization of 
the truc~inq industry • 
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EAtties RePresente4b~ GohY Haas (Haa~ 
Haas represents three carriers: Cooper Fine Line 

Transport, Oolo-Chem Transport, Inc., an4 Great American 'I'ransport. 
'I'hese carriers testified in support of rate regulation, but 
criticized the implementation of the current pr09r~. 'I'hey also 
object to inadequ.ate enforcement and oppose rules which favor large 
carriers over small carriers .. , 

oiyisUm 0: Ra;t~poyer MvocM;es (pRA) 

ORA is a separate division within the commission assi;ned 
to, investi9ate, developt· and. promote policy positions for the 
ploWlie in general, and ratepayers specifically. As its name 
5uqqests, ORA represents the interests of those who, pay the rates, 
including shippers, consignees, and ultimate consumers of the goods 
shipped. ORA is also, interested in the welfare of the trucking 
industry, but wants the greatest value at the lowest price,. 
consistent with safe 1" relial:lle service_ 

ORA states that general freight transportation is an 
-essential service to commeree, industry, and the pUblie at large. 

However, its, tendency is not toward a natural monopoly and does not 
require unique access such as transmission lines,. Historically, 
trucking regulation has dittered from regulation of elassic 
monopolies (gas, electric, telephone, an4water utilities) .. 'I'he 
rates set by the Commission have been minimum rates rather than 
fixed rates,. and this proteeted the -industry rather than the 
consumer. Although the current systcm for general frei9ht is not 
traditional minimum rate regulation,it still protects the 
industry. 

Additionally, ORA claims the rationale for this 
proteetive regulation has been to' avoid the ne9ative effects of 
excessive competition, rather than the negative effects of 
insu~tieient competition. 'I'hose advancing rigid rate requlation 
assert two types ot harm may'result from less regulation:, 
predatory pricing and. destructive competition. 'I'he arguments for 
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retaining this protective regulation come mainly from trucking 
companies. They seek four different kinds of protection: 

1. Protection from themselves: truckers are 
incapable of calculatinq their own costs 
and/or unable to, be restrained by market 
forces. 

2. Protection from each other~ truckers are 
so rapacious they will COnSUln$ each other 
or drive each other out ot business. 

3 • Protection from· shippers: large shippers. 
will be able to, 4rive transportation prices 
:below cost. 

4. Protection for the public: consumers will 
ultimately pay hiqher prices" service will 
deteriorate, and. the highways will be 
Unsafe •. 

According to DRA, 'these protections are founded on 
unreasonable assumptions.. The arqwnents espoused by those favorinq 
rigid rate regulation are inconsistent with economic theory, 
practical experience, and common. sense~ Furthermore,. rate 
regulation has never ~irectly controlled" or adequately addressed 
safety and service .. 

DRA is convinced that economic regulation interteres with 
the efficient operation of market forces and imposes unwarranted 
regulatory costs on carriers which are passed on to· shippers and . 
ultimate consumers. The regulatory process also· prevGnts prices 
and service from rapidly r~sponding to· changes in the market. 
Pricinq based on average or representative carrier costs 
contributes to inefficiencies and prevents new entrants. from 
exerting competitive pressure on existing carriers. 

By contrast, DRA.believes. California consumers will enjoy 
substantial benefits it g'eneral freig'ht'rate regulation is relaxed. 
Relaxed regulation will encourage competition in the marketplace~ 
creating strong' incentives to minimize carrier costs and increase 
service options., Increased competition will reduce transportation 
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prices through lower carrier profits, lower labor costs (more 
efficient deployment; not necessarily lower wages), and more 
efficient operations. 

Other than pricing- tle)eibili ty an4 seX"Y'iee availability" 
safety on the highways is the pri=ary concern of ORA. Proponents 
of riqid rate regulation argue that relaxed rate regulation will 
result in unsafe practices'and greater risks on the highways for 
carriers" shippers,. and the public at large.. However, ORA. states 
that rate regulation has never required direct expenditures on 
safety. Moreover, a review of the safety literature and the best 
available information does not support the claimed link between 
rate requlation and hiqhway safety. This body of information 
indicates that direct enforcement of safety requlations has the 
greatest impact on highway safety. 

ORA argues that motor carrier ,safety pays and responsible 
carriers seeking to operate profitably will operate consistent with 
this principle.. The benefits of safety (greater profits) far 
outweigh the consequences of unsafe operations (financial losses 
and increased insurance rates). ORA concludes that direct safety 
enforcement is the most cost-effective method of protectinq the 
pul:>lic from irresponsible carriers. 

ORA also asserts its proposed regulatorJ program will 
enhance competition in the trucking industry, reduce transportation 
rates and the cost of goods sol~ in California,. and improve 
transportation service. The proposed proqram is a two-phase 
approach. Tbe first or interim phase relaxes current rate 
regulations, and the final phase removes: (1) most controls over 
contract carriers, and. (2) controls over common carriers., 
consistent with constitutional and statutory requirements .. 

The interim phase would return the carrier industry to 
the direction of the 19:9,0 through 1986, transition periO<.1 with 
additional rate freedom. Rates ot, common and contract carriers 
would be filed with the i CommiSSion.. Rates laWfully on', tile with 
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the Commission when the proqram is implemented would continue in 
ettectw New carriers could establish rates to meet any other 
carrier's rates immediately upon fi1inq, with the exception that 
common carriers could not meet contract rates. Common carrier 
rates on tile could be increased and/or decreased once in a 
calendar quarter up to .5%, eftective on the d.ate file4.. Increases 
ot more than 5% would require a formal application. Contract 
carrier rates could be decreased in the· same manner·as common 
carrier rates. There would be no limit on contract carrier 
increases. 

Common and contract carrier rates could be decreased by 
more than S% by tilinq the rates on 30 days' notice. These filinqs 
would bel listed on the Ce>mmiss.ion's Transportation Calendar. All 
rates are subject to· complaint by affected parties who bear the 
~urden ot proof. Rates in formal applications are subject to 
protest. The burden ot proot for rates subject to- protest rests 
wi ~ the proponent o·t the rates • 

Collective ratemakin~ would continue pursuant to current 
statute and G.O. 154. 

In the tinal phase, common carrier rates would be filed 
with the Commission. Contract carriers would be required to 
execute and maintain contracts,. but would not be required to tile 
them with the Commission.. Contracts are subject to review by 
Commission statt as to· their existence and to- determine that 
carriers rates are valid~ All carriers would be required to adhere 
to the rates and charqes specified inthair tariffs ~n~/or 
contracts .. 

Common carrier rates could be est~lishe~ (new rates, or 
new carriers) at any level or reduced to- any level on the date 
filed'. Common carriers could increase rates on file- up to lO% per 
calendar quarter, effective on the ~ate filed_ Comxnoncarrierrate 
increases qreater than 10% would require a formal application • 
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Complaint and protest mechanisms remain the same as in 
the interim phase. 

Collective ratema~ing would eontinue pursuant to current 
statute and G~O •. 154. 

california coalition ~or Truekinq 
~regulation aDd Viking lXeight Sxstems. lruv., 

California Coalition tor Trucking Deregulation 
(Coalition) is a nonprofit organization with a membership ot 
approximately l50.. While most members are shippers" the membership 
also consists ot shipper organizations, and several carriers. 'l'be 
primary purpose ot the Coalition as stated by its policy witness is 
to seek:. 

.and 
and 

* ••• an end to· economic regulation of earriage ot 
general freight in Calitornia~ And the 
objeetive -- the genesis of that was an attempt 
to bring etticiency to the motor carrier 
industry as seen by the mem:bers ot the 
Coalition • 

*Effieieney doesn't mean lower prices. 
Efficiency means, among other things, 
flex1bility, the ability ot carriers and 
shippers to- engage in innovative and ereative 
ways to- solve joint problelns, managerial 
certainty with regard to· contraets entered into 
between two parties without the intervention of 
the'· government as a third-party, among other 
things. II' C'l'R 60S6-608,'.) . 

Viking Freight System, Inc. (Vikinq) operates as a tTt 
truck-load (TL). C]eneral freiqht cOllUl'lon earrier providinq van 
flatbed transportation services. Vikinq is the largest motor 

carrier operating within the State.. As. a member of! both the 
Coalition and C1:A, Vi~ing supports the Coalition's position. 

The Coalition claims that current rate regulation tails 
to· permit the types of pricing and service flexibility aehieved 1n 
competitive 'jurisd.ietions, thereby stiflinC] innovation and 
decreasinC]the efficiency o~intrastate transportation operations • 
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Lack of rate and. tariff flexi~ility prevents shippers from 
utilizing modern procurement practices. Lack of contract rate 
flexibility limits the a~ility of shippers to properly define their 
relationships with carriers. 

Accord.ing to the Coalition, there is substantial evidence 
that California's requlatory proqram has increase4 many motor 
carrier rates ~eyond. normal competitive levels and has skewed rates 
away from appropriate levels~ This is supp~rted ~y rate 
comparisons which indicate that rates paid for California 
intrastate transportation services are hi9her than in other 
jurisdictions. FUrthermore,. it can ee inferred by the difficulty 
of the cost justification .process that appropriate rate reductions 
have been discouraqed:.. Finally, Vikinq's experience with write-in 
tariffs demonstrates the efficacy of intrastate economic 
derequlation .. 

The coalition does not believe the arquments that priee 
discrimination will occur in the absence of economic requlation .. 
There are no valid emp·irical studies supportinq· claims of price 
discrimination or inadequate service in rate derequlated markets .. 
Actctitionally,. the current proqram provictes little,. if any,. cross. 
subsidies that lower rates to· small and rural shippers. If it 41d, 
questions of equity would ~e raised .. 

Economic requl~tion, argues the Coalition, is not 
required. to· preserve the truckin9 industry. Strict, economic 
requlation onl~ benefits. the inefficient,. mismanaqed carrier. 
Moreover, the increase in concentration of interstate LTL carriers 
does not necessarily mean less competition. It is not the number 
of carriers operatinq nationally, but the' number of carriers 
operatinq within a particular market that is important •. Since 
deregulation, carriers which had previously been prohibited from 
enterinq other carriers' markets became free to do so. As a 
result,. there has been large-scale market entry by existing L'l'L 
firms inva4inq eachother"s markets. Finally,. to, the extent 
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interstate deregulation has decreased motor carrier protitability 
and the number ot carriers, it accomplished a weeding out ot unduly 
high rates of return and inefficient operations. 

W.ith respect to safety and rate regulation, the Coalition 
takes the position that the most effective means to· promote truck 
safety is through rigorous enforcement of safety laws and 
regulations. First,. the Coalition po,ints out that CTA's testimony 
indicates that the citation rates of Commission requlated carriers 
was 20 times higher than all other commercial vehicles from 
mid-1987 to mid-1988. CTA's testimony also, shows Commission 
regulated carriers involved in 36 times as many truck-at-fault 
accidents during the same period. From this and other safety data 
and the safety studies. presented in the proceeding, the Coalition 
concurs with the testimony o,f the trni ted States Department of 
Transportation (DOT) witness, which states: 

*I have been unable to· tind any link between 
economic derequlation and motor carrier safety • 
A tar more plausible linkage exists between 
vigorous enforcement ot satety laws and 
requlations and the enhancement of motor 
carrier safety.· CExh. 26· at 12., 

The Coalition also points to· evidence that carriers have 
numerous incentives to operate safely. Viking's President 
explained his company's philosophy of how safety pays as follows: 

• ••• an awful lot of people feel like companies 
don't throw dollars at safety because it's a 
direct cost. But we look at safety as being a 
cost containment program. Since we are self
insured with a high Qollar level that we retain 
ourselves, every dollar we throw in improving 
our safety means less dollars that we payout 
for accidents and injuries~ . So' we've had a 
very active safety program. And-, if anything, 
our safety program is growing during the years 
since 1980.* CTR 1932 .. ) 

This testimony was also mirrored by a number of small carriers • 
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As descri~ed ~elow, the Coalition proposes a regulatory 
program where carriers are free to· charge rates driven ~y market 
forces, without regulatory intervention. This proqram-would ~e 
effective within 90 days from the date of this decision. The 
salient teatures ot the pr09'ram are as follows: 

1. Contracts between contract carriers and 
their shippers must be in writing, and a 
copy must be maintained at the carrier's 
premises, but a copy need not be tiled with 
the Commission. All existing commission 
regulations governing contract carrier 
rates anc1 practices would ~e repealed. 

2. G.O. 147-A would- be repealed in its 
entirety. 

3 • Common carriers would be able to
independently file all rate increases, 
decreases, and changes in rules and . 
regulations in tari!!s_ ~bese would be 
effective on the date of filing with the 
Commission and remain in effect until 
withdrawn by the carrier or determined to 
be unlaWful. 

4. 

s. 

6. 

All independently filed common carrier 
tariffs would be presumed to· be market
driven and,. therefore,. reasonable. 

An expedlted procedure, providing for final 
Commission action within 60 days, would 
apply to· complaints against independently
filed common carrier tarifts_ The grounds 
for finding any tariff unlawful would be 
limited to cases where the complainant 
establishes, by a preponderance of the 
evidence, that the rate complained ot 
constitutes- either predatory pricing or an 
abuse of market power within the meaning of 
antitrust laws. 

Rate increases, decreases and changes in 
rules and regulations ot common carriers 
tiled by rate bureaus as a result of 
collective action pursuant to, Pcr § 496 
Would not be allowed to'take effect until 
the bureau' bas presentec1· sworn evidence 
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sUfficient to ena~le the Commission to find 
that the proposed rate is market-driven, 
does not constitute predatory pricing',. and 
does not constitute an a~use of market 
power. 

7. Safety o~jectives would ~e accomplished 
through direct enforcement ~y the 
California Highway Patrol (CHP)" ~th 
supportive action ~y the Commission through 
the exercise o'f its entry and revocation 
powers .. 

Finally, the Coalition presented a witness from Vi~ng 
that addressed the use of electronic data interchange to, exchange 
freight documentation, such as ~ills of lading, freight tills, ~ate 
quotes, delivery receipts, and trailer manifests with its shippers. 

Silver. Rosen. Fischer & Steeber. prC. (Pi scher) 
Fischer represents three carriers,: Alnerican National can 

Company, Leaseway Transportation Corp .. , and Dirksen Transportation, 
Ine~ Fischer stresses that this proceeding repr'llsents the latest 
step in a process which ~egan 14 years ago when: the commission 
began to question the efticacy of the Minimum Ra~e System. During 
that time the Legislature and the Commission have; considered the 
extent to which intrastate transportation should~e regulated. 
Various aspects of specialized transportation such as tresh, fruits 
and ve9'eta~les, and tank truck operations were released from rate 
regulation, while the transportation of cement was placed under 
more rigid rate regulati~n. 

Two issues are addressed ~y FiSCher: economic 
deregulation of contract carrier rates and intrastate sUbhauler 
requlation. No position is taken with respect to intrastate common 
carrier rate regulation or ~ureau-made rates. Fisher supports 
relaxed rate regulation for contract carriers and cites the 
testilllony of an Arizona carrier as an examp'le that relaxed rate 
regulation works. The witness tor the Arizona carrier testitied 
that his company has experienced' s~stantial qrowth since Arizona'S 

- 2S: -

• 



~. 

• 

• 

I.88-08-046, AtJ/FSF/'j •• AL'l'-COM-JBO 

derequlation, and that the expansion would have taken substantial 
amounts of time and money in a regulated environment. Moreover, 
this witness stated that a number of large carriers had ceased to 
serve' in Arizona since deregulation, but admitted their tailure was 
probably due to their unresponsiveness to the market. 

Finally, Fischer,asserts that no, convincing argument was 
offered to support continued rate requlation of contract carriers. . . 
Most parties opposed to relaxed rate ' regulation represented large 
established common carriers, which felt they could not operate 
without government protection. A number ot carriers that do, engage 
in contract carriage, such as Dirksen Trans~ortation, Inc., support 
relaxed rate regulation. Fischer arques that the current 
regulatory program inhibits innovative rates, deters new service 
options" and makes coordination of intrastate and interstate rates 
all but impossible_ 

Specifically,. Fischer recommend.s no· rate requlation for 
contract carriers transporting general freight commodities and that 
contract carrier contracts be tiled. with the commission and 
available for public review. Fischer's sUbhauling recommendations 
are addressed in the subhaulinq section. 

California Hanutaeturers A~s9Ciati9n leMa' 
~ is an organization which represents the interests of 

bus,inesses which process goods.. CMA. predicts drastic changes in 
California's population, industry, 'and technolOCJY and believes the 
trucking ind.ustry needs a requlatory program that provides carriers 
the flexibility to adapt to, these changes. Because accurate 
predictions of these interactions with the trucking industry are 
ditficult, if not impossible, CMA concludes that the marketplace 
will be a better provider of goods and services than government 
planning and price fixing. This has led CMA to' propose a program 
of rate regulation similar to, thatot the Coalition= no, 
restriction on increases or decreases, in carrier-set,· rates • 
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CMk also· takes exception to the safety ~ata and 
conclusions presented by the parties that favor rigid rate 
requlation. According to CMA, solid data shows no- significant 
connection between rate requlation and truck safety.. Moreover, 
intelligently operated carriers operate safely because safety pays. 
Finally, there is no reason to· use an ineffective requlatory 
proqr~ to· affect safety when direct safety regulation and 
enforcement is more effective .. 

Implementation of the CMA proposal would have two 
significant differences from the ICC requlatory program. First, 
common carrier tariffs would· be completely public and s~ject to 
change through a p~lic process. Second, contracts would be 
private documents and all special rates available to· a single 
shipper would ]::Ie contracts.. No carr:!.er action with respect to 
rates and terms would be s~ject to· regulatory action except 
complaint, where the burden of proof would be on the complainant .. 
The shipper would have a siqnecl legal contract,. not a letter or 
waybill notation. All freight movement would be subject to a 
single charge: either the carrier's applicable postea. tariff or 
the applic~le contract rate •. 

Contracts would be signed documents enforced by the 
courts, bilateral, and represent a continuing relationship .. 
Contracts effective for more than 30 days after this decision would 
be tree of regulatory oversight.. All existing approved contracts 
woulcl remain in effect until their expiration elate ... 

Common carriers would file tariffs with the commission 
and provide copies on request in return for reasonable reproduction 
costs. Discounts would normally be available to the public, but 
could conceivably be restricted to· a single shipper.. Rate 
increases would be effective five days after tiling and decreases 
effective one ~ay atter tilin9. Rate increases would be subject to 
Commission staff surveillance. Common carrier taritfs could reter 
t~ any mileage table,. or other distance establishing mechanism, 
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which is publicly available. Existinq common carrier tariffs, could 
be retained. 

Additionally, carriers enqaged in unregulated operations 
would be relieved of filing financial reports with the Commission. 

cente. to. Pub1ls: Inte.e;n; Law (<;PXLl 

CPILsUpports the ICCrs deregulation policy and 
recommends the elimination of economic rate regulation in 
california. CPIL argues that deregulation translates to a decrease 
in eonsumer prices because the core rationale tor rate regulation 
is to raise prices above market levels. If regulation l!1erely 
mirrored market-set rates it would have little value and 
deregulation would have no impact on transportation rates. 
According1y~ rate regulation exists solely to, prop-up prices, and 
when rela'xed or removed." prices will decline. Studies cond.ucted on 
the effects of deregulation at the federal level confirm that 
deregulation has resulted in lowe~ trucking, costs and lower 
consumer prices • 

CPIL proposes a targeted approach to- regulation. Such an 
approach. supplies the two, ingred.ients vital for any law or 
regulation: sharp cletinition ot the precise problem requiring 
intervention and a rifle-like focus on a solution. CPIL's targeted. 
approach. would ~llow carriers easy entry into, and. easy exit from 
the market. The only barriers to- entry would be directly related 
to safety or financial fitness. Carriers could raise or lower 
rates without restriction or approval_ CPILwould target 
safety/minimum service levels, predatory pricing~ and other market 
abuses. These are discussed in more detail in the monitoring 
section. 

National Small Shipments T.ra~fic 
Conference, Inc. and Health and 
Personal care Distribution 
C9Dtere.nee « lnc, rnS$'l'C) 

National. Small Shipments Traffic Conference, Inc. is a 
broad-basecl organization. of· approxilnately 22·5, large and sl!1all 
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corporations with interests in small shipment traffic. Health and. 
Personal Care Distribution Conference, Inc. is a· trad.e association 
of approximately 70 corporations. 

NSS~C believes the current program imped.es the Ability of 
l:Iuyers anc1 sellers of transportation ser.rices to set rates.. COst 
justifications, the prevailing wage,. and the Commission's 
participation as a third. party are some of the impedill1en~s to 
market-set rates. NSS~C arques that the current regulatory program 
is not d.esigned to reward efficient carriers. Rather, the program 
rewards the carriers adept at learning and using the regulatory 
rules. Additionally, NSS~C states that because entry is easy, 
predatory pricing and destructive competition are unlikely and 
should be left to antitrust laws. 

Finally,_ NSS-:rC generally agrees with the coalition's 
regulatory proposal, but recommends mOdifications for credit rules 
anc1 COllective ratemaking. FUrther details are included in those 
issue sections .• 

Americans tor Sate and Com~tit1ye Trucking 'ASCI) 
AS~· is a coalition of: (1) companies that operate 

trucks, (2-) shipper and receiver associations, (3) public interest 
groups,. and (4) various sized businesses. AS~ supports increased 
truck safety enforcement and less economic regulation of trucking, 
and believes california intrastate regul~tion should be no more 
restrictive than ICC regulation. Based on its analysis of business 
logistics costs, AS~ determined that under ICC deregulation moving 
and storing inventories have become more efficient" SAving 
producers and consumers from. $30 to $60 billion. From its. stud.y 
AS~ concluded that these saving'S resulted from relaxed rate and 
ser.rice regulation and substantial savings would oecur in 
Calit'ornia it' intrastate rate regulation is relaxed .. 

United States federal Trade Commission 'FTC) 
FTC Asserts that it has a mandate to- preserve competition 

and protect consumers from deception and unfair business practices. 
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Interstate and intrastate trucking ~erequlation furthers this goal 
~y lowering prices and increasing the quality of service to 
shippers.. Furthermore,. FTC argues that derequlation in other 
jurisdictions has not brought predatory pricing· or the loss of 
service to small communities.~. Finally, FTC believes there is no 
connection between safety· and economic requlation and relaxed 
economic regulation will result in significant benefits for 
California. 

United States Department or Tran'portation (POT) 

DOT· supports flexible rate requlation and says it is 
unable to finQ a link between. economic requlation and motor carrier 
safety. DOT· asserts that se.rvice atud"ies in derequlateCl 
jurisdictions do not indicate a deterioration in transportation 
services, even in rural and small eommunities. 

CaliroXDia I&ague or Food ptpcessors CCLfPl 
o· 

CLFP is a nonprofit trade association.of large Shippers 
of general freight and agrieultural produets. eLF.? believes the 
current regulatory proqram adversely affects the ~~alth of the 
State's economy, protects inefficient carr:i.ers, and creates exeess 
capacity. CLFP recommends a program of no- eeonomie regulation. 
Analysis ot. CUrrent Regulatory ptosxam 

The current requlatory proqram for california's 
intrastate general freight ~rueking industry dates from Mareh 1, 
1987, the result of 0 .. 86-04-045- and 0 •. 86-12-102.. The proqram 
replaced a transition requlatory proqram that alloweCl carriers muCh 
qreater ratemakinq treed.om. A taJ)le that outlines the basie 
features of the present·proqram is shown below • 
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Co.aon carrier Rates 

Increases 1/ 

File - Application 

Notice - Transportation 
Calendar 

Protest PeriOd - 30 days 

Approval - Commission 
Decision 

• TAULE 1 

CURRENT REGUIATOHY PROGRMf 

standard Contracts 

Increases 

File - contract with TD 

Notice - None 

protest Period - none 

Approval - None if format 
accepted by TD 

Effective - Usually 5 days 

- _ Decreases 11 

Effective 

Decreases 

Date filed 

:~ 
--~ File - Tariff filing with TO 

Notice - Transportation 
Calendar after 30 
days' TD review 

Protest Period - 30 days after 
Calendar 

Approval - Accepted by TO 21 

Effective - After protest period 
unless suspended 

File - Tariff filing with TD 

Notice - Transportation 
Calendai after 30 
daysl TO review 

Protest Period - 30 days after 
Calendar 

Appr~val - Accepted by TO 2/ 

Effective - After protest periOd 
unless suspended 

1/ separate procedure for rate window tilings~ 

'/..1 Acceptance after demonstration of profitability. 

dl Accepted after cost justification. 

-, 

• 
Dedicated Contracts 

Increases and Decreases 

H • co 
f 
C> 
co 
I 

<> 
"" ~ 

File - contract with 
>-.. 

TD~ 
~ Notice - None 

Protest Period - None 

Approval ~ Accepted by 
TD '/..1 

Effective - Date filed 

~-

e 
~ 
~ 
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When the current program was established, continuity with 
previous programs was afforded by approval of generally applicable 
common carrier (GACC) rates. These rates were and are still based 
on the Commission's. olci minimum rate tariffs. Because the minimum 
rates were originally established in formal proceedings they are 
considered reasonable and reqUire no· further cost justification. 
Carriers were allowed to file GACC rates in their tariffs without 
further cost justification. 

With some exceptions,. uncier the current regulatory 
program a common. carrier rate increase must ~ filed as a formal 
application. Public notice is provided on the Commission's Daily 
Transportation Calenciar, and there is a 30 day public protest 
period ... I:f the applicant's showing' is adequate and there are no 
protests or requests. for hearings from either the pUDlie or the 
Transportation Division ('I'D) staff, then the increase may be 
granted by ex parte order of the Commission. Otherwise a public 
hearing is helci,. with the ensuing decision subject to· Commission 
rules on a 30 day comment period.. Rate increases are generally 
made effective five ciays from the effective date of the decision. 
In the best of circumstances this process takes 30 to 60 days tro~ 
filing of an application to· the date rates are effective. 

Common carrier rate ciecreases cio not require formal 
applications. Instead carriers must tile Wcost justi!ieationsN 

with the 'I'D.. Cost justification filings must: (1) demonstrate 
that the rate will generate sufficient revenue to· contribute to the 
carrier's profitability, (2-) be accompanied by a summary of 
financial data, (3) inc lucie the prevailing wage standard in the 
labor cost element, anci (4) meet specific provisions governing th~ 
use o·! subhaulers-. Cost j\lstifieation !iling'5 are calenc1ared aft~r 
a 30 staff review period,. followed by a 30 day public protest 
period.. If a filing is accepted by the 'I'D·, the reviseCl rates are; 
effective after the second 30 Clay period • 
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Common carriage requlations are set torth in G.O. l47-A,', 
which contains several provisions that afford carriers a degree of 
rate flexibility. A rate winaow allows carriers to, change rates a 
maximum ot 5% above or 5% below their base rates. Carriers 
establish base rates by adoPtinq GACC' rates or cost justityin9 
rates. Once established the base rates may not be chanqed without 
eost showinqs. 

carriers are also allowed to make minor technical chanqes 
to tarifts or contracts., The chanqes may result in rate increases 
or deereases" but no, cost 'justification or formal application is 
required unless the chanqes affect a carrier's annual revenues by , 
more than 1%., The statt review process is, however" much like the

review o,t eost 'justifications .. 
Under the current proqram a common carrier can 

temporarily reduce rates to meet the rates ot a competinq carrier • 
it it currently handles the traftic. These are called ~me-too~ 
r~tes.. Common carriers cannot meet the rates ot contract carriers 
under this scheme.. The reduced, rates may be made etfective on the 
date tiled. The tilinq must cite the source of the rate beinq met. 
Cost justifieations for reduced rates must be tiled within 60 days 
after their effective dates.. However, new cownon carriers may tile 
rates at the level of existinq carrier rates or at GACC rate levels 
without cost 'justification. 

G .. O. 147-A also established tbe TFCI to measure annual 
industry-wide chan9'es in carrier operatinq costs and adjust carrier 
base rates. All rates qoverned by G.O ... 147-A, except dedicated 
contracts, ~~st ~e adjusted ~y the chanqe in the TFCI unless a 
separate tilinq is made to offset the chanqe. Ad'justments to base 
rates are mandatory it the change in the ~FCI is qreater than 1% 

(plUS or minus) and permissive if less than 1% .. 
Contract carriers may enter into· standard or dedicated 

contracts. Standard contract rate increases do· not require 
approval by the commission or TO staff and, are effective on the 
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date filed. Decreases are calendared~ require that a cost 
justifieation be acceptec:Lby '1'0 staff, ana are effective on 30 
days' notice. 

OedieateCi contracts, or exclusive use equipment 
aqreements, offer contract carriers whieh dedicate equipment to one 
shipper the ability to· charge any rate, subject to a profitability 
test. 1'0' pass the profita})ility test a, carrier must: (1) have an 
expense ratio (expenses aivided by revenues) of less than lOOt, and 
(2') pay not less than the Commission's prevailinq wage standard or 
demonstrate that its labor expenses compare favorably with the 
TFCI.. These contracts must identity the deciicated equipment,. be 

for a duration ot not less than 30· days or more than one year, and 
contain a specific expiration date.. Exelusive use is not strictly 
defined in (; .. 0. 147-A, but is interpretted to exclude use of the 
carrier's equipment for other shippers.. Dedicated contracts,. 
whether calling tor rate increases or decr.ases~ are. effective on 
the date filed.. They are generally calendared~ although this is 
not required by G ... O .. l47-A. 

In testimony on the reeord in this proceeding' Alfred Kahn 
sUceinetly summarizes the dynamies of the general freight trucking' 
industry: 

-The truck is a wonderfully versatile medium of 
transportation which can be here or there 
depenainq upon the 4emand, and the demand 
changes.. It differs from one time to· the next, 
from one commodity to the next, from one place 
to· the next, and the beauty o~ a mar~et.eeonomy 
is that that will be automatically recognized 
in tbe market.- C1'r. 47:6322 .. ) 

The dynamic nature~ ot the truckin~ mar~et requires a requlatory 
program. that can respond: in a similar maMer~ . We initiated this 
proceeding' because we seriously d.oubted the ability of.the current 
proqram to meet, this challenge", Many ot our concerns' have·· :been 
:borne out by the record • 
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Our first concerns. are about the inherent inefficiencies 
in the eurrent regulatory program, beginning with practieal 
pro~lems. Although our eurrent program was not desiqned to inhi~it 
effieiency, apparently it does. We heard from shippers that are 
frustrate<1 over the current program's rigid requirements for the 
classification and ratinq of eommodities. 'I'heir frustrations are 
not related to· carrier compensation, ~ut deal with carriers' 
inability to implement a simplified rating sys.tem and contract 
program, due to· complexity of filing requirements.. Simplifie<1 
contracts an<1 rating syste=s would provi<1e some shippers the 
opportunity to' more efficiently manage and monitor their 
transportation cos.ts. 

The current cost justification. procedure is another area 
with practical pro~lems. Even s.upporters of the present regula'tory 
program ~elieve that ehanges are needed. 'I'hey testified that it is 
not uncommon for a cost justification to-take three to four months 
to· process, and if a filing is not exactly like previously accepted 
filings it will pro~ably be rejected .. 

Other parties ar~e that it is difficult t~ predict the 
results of the cost justification procedure, and that the process: 

1.. Is sub'jective~. requirements often vary. 

2.. Results in fictitious traffic studies for 
some carriers1 which are then relied upon 
in cost 'justifications ... 

3. Can be manipulated by carriers to· justify 
rates that are not really cost base<1. 

4. ~ses prevailing wage.data instead of actual 
labor costs~ thus <1riving rates away from a 
true cost basis. 

'I'he cost justification procedure was developed to provide carriers 
the opportunity to- individually establish rates whieh reflect their 
costs of service. However, in trying to achieve this we appear to 
have developed. a complex. procedure that encouraqes carriers to 
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~anipulate their costs, uses proxies where actual data is 
available t and inconsistently evaluates carrier submittals. 

Such complex rate procedures allow knowledgeable carriers' 
an advantage over less sophisticated carriers, which is to be 
expected in a competitive businessp However, such efforts could ~e 
redirected toward improving service to- the public rather than 
satisfying bureaucratic requirements. 

The current authorization of dedicated contracts seems to 
have limited usefulness. Dedicated contracts o!tersome carriers 
and shippers the ability to negotiate rates without Commission 
approval. However, because of the exclusive use restriction, these 
contracts are usually not attractive. Even in situations Where 
dedicated contracts are cost-eftective, the exclusive use 
restriction' often· causes equipment to- );:)e used ineffieiently. 

The use ot the TeFl has both practical and theoretical 
problems. The TFCI was developed t~ allow transportation rates to 
automatically adjust for industry-wide changes in, costs • 
Proponents ot less restrictive rate re9Ulation (Flexible Rate 
Proponents) argue that these annual rate adjustments: 

1. 

2. 

3. 

4., 

Are mandatory, forcing some earriers to
make rate changes that would not have 
nonially oceurred ... 

Have a six-month time lag in the 
application of recorded data which makes it 
difficult to negotiate contracts or 
discounts with Shippers. 

Fail to· achieve cost-based pricing; 
avera~es and proxies are used instead ot 
indiv~dual carrier costs. 

Are an administrative burden., Not only are 
carriers required to· file indexed rate 
cbanges t ~ut if a carrier wants to use the 
rate window to avoid the~FCl change an 
add-itional filing is. required. ' 
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other criticisms ot the present regulatory program focus 
on barriers to competition, resulting in inequities and economic 
inetficiency. Ready access to information i~ a key element in 
competitive markets, and the current proqram/s tolerance of write
in tariffs limits ready access·.. Write-in tari-:ffs allow a shipper 
to write to a carrier to request a specific discount or rate Which 
is less than the carrier's published rate. The shipper's ~quest 
is not tiled with the commission. 

This proced.ure is a·defect in the current program. 
Write-in tariffs. allow secret, shipper-specific rates. They 
prevent other shippers and carriers· from knowing the rates they are 
competing a9ainst, and they place carriers without write-in tariffs 
at a competitive disadvantage.. S·ince the discounts are secret, 
carriers can easily discriminate among customers. 

Finally, the current- regulatory proqram :fosters 
unnecessary distinctions between present and new carriers of a 
given class of freight. A carrier that wants to-match the reduced. 
rate of a competitor must show that it already handles the traftic 
that applies to the reduced rate.. It allowed. to- match the rate of 
a competitor, the carrier must then cost-justify its rate within 60 

days, even if the competitor's rate is already cost-justified. 
Although this program element does· ofter a way for carriers to· 
retain business, it does not allow carriers to effectively compete 
for new business~ Before a carrier can compete tor new ~usiness 
its reduced rate must be cost-justified; because thisproeess can 
take months, it stifles competition. 

In summary,. the current proqram is clumsy and 
inetticient. Carrier efforts to comply with proqram· :rule~ can only 
increase costs that are passed alonq to· shippers and the eventual 
receivers o~ the rreight~ commission intentions, to create a system 
that is both etfieient and fair have, failed ... 
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Eo~icy ConsideratioDI 
Goals or Txu~k 'Regulation 

'X'hrouqhout this proceeding there has been considerable 
argument over the purpose of regulation in the trucking in4ustry. 
Parties favorinq rigid rate regulation (Rigid Rate Proponents) and 
Flexible Rate Proponents both cite the need: to provide the public 
with sate, rel;i.able service at reasonal:)le and nonc1iscriminatory 
rates. While this ultimate qoal is common to, all. parties, they 
differ on inteX'lnediate goals. 

Rigid Rate Proponents generally believe that to achieve 
the ultimate goal the trucking industry must be protected from: 
(1) destructive competition--claimed to, be caused by sustained 
prices at a level :below the cost of providing sate,. reliable 
service, (2) predatory pricing--lowerinq prices, as in a price war, 
in order to- drive competitors out of business for the purpose of • 
subsequently raisinq prices to- extract monopoly proti ts" and (3) 
shipper clout--unfair competition by which larqe shippers exercise 
II1ar~et power to drive the prices of shipp:i:nq their 9:o'ods below 
cost~ 

Additionally, Rigid Rate Proponents arCJUe that the public 
must be protected from: (1) price discrimination, (2) unsafe 
drivers and equipment,. (3) poor service,. and (4) monopoly pricing. 
Although these parties support. additional satety regulation, they 
agree that the primary protection tor both the trucking industry 
and the public is economic regulation. 

Flexible Rate Proponents are also concerned with these 
issues, but believe the public will be adequately protected by a 
regulatory program that provides carriers with consider~le rate 
flexibility. These parties advocate less or no- rate requlation, 
strict safety regulation,. and the monitoring of prices and: sexvice. 

We believe that each of the individual proposals by the 
many parties to- this proceeding falls. short of providing, sate" 
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reliable service at reasonal:>le and nondiscriminatory rates.. Our 
concerns are these: 

Destructiye Competition 
Ad Hoc argues that without strict economic regulation we 

will return to- the chaotic times of the late 1920s and early 1930s 
when destructive competition was ra:mpant.. No party cl.'isputes the 
destructive practices that occurred in that period.. At that time 
the trucking industry was relatively younq.. Reqular route carriers 
and railroads were economically requlated while contract carriers 
and carriers not operatinq l:>etween fixed termini or over regular 
routes were unregulated... Durinq an era when jobs were scaree this 
led to the proliferation of unregulated carriers and fierce 
competition for the customers of regulated carriers and the 
railroads. The same economic factors that made jobs scarce also 
led to an oversupply- of trucks. Reduced- overall economic activity 
could. not support the capital stock of trucks,. leading carriers to 
reduce rates below costs~ The intense competition from carriers 
with devalued equipment was harmful to the requlated industry,. and 
eventually led to the requlation of ~ontrac:t and irreqular route 
carriers.. Rig:i.ci economic rate requlation for all carriers was one . 
loqical solution,. but it was not the only answer then or today .. 

wi th this uncierstandinq of the trucking' market' conditions 
ciurinq the Depression, we are reluctant to end.orse any specific 
theory of destructive competition. Riqid Rate Proponents believe 
that destructive competition is a natural consequence of open 
competition and must :be protected. aqainst. Flexible Rate· 
Proponents :believe that destructive competition is a misnomer: 
pricinq below cost can :be destructive" :but it is not due to 
competition~ We aqree with the latter position. Economic 
circumstances can cause ciestructive practices,. but it cannot be 
said that competition :by itself causes those practice5~ ~here is 
no evidence on this record that California's economic conditions 
will soon cause an oversupply of trucks and subsequent devaluation 
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of capital sufficient to induce the destructive practices seen 
sixty years ago. 

Although many changes have occurred since the early 
years, the general freight intrastate trucking industry in 
California still has rigid rate requlation. Parties favoring the 
continuation of this requlatio~ say that carriers with price 
flexib,ility will price below cost and c1estroy the trucking industry 
as we know it. On the other hand, we have heard testimony that 
without economic regulation carriers have continued to profit in 
intrastAte,. such as Arizona, and. interstate markets. We 
acknowledge that some carriers~ given the freedom to do so, may 
price irrationally. If these carriers d~ s~ for any length of 
time, we expect them to go out of business. Business failures by 
:i.neffective competitors are :i.nherent in a workably competitive 
market and can be expected in any industry where entry 'is 
relatively easy and inexpensive. While this maybe destructive to 
ind:i.vidual carriers, it is not destructive to- the industry • 
Efficient carriers that price according to, their costs and provide 
safe,. reliable service should not only survive" ~utprosper when 
allowed price flexibility and an equal opportuni~y to compete. 

We conclude that the public may be served by limited 
regulatory protection aga:i.nst extreme cireu:mstances,. such as a 
drastic downturn in the economy or widespread irrational 
underpricing by carriers. Within the nOX1l1al wor)d.ngs ot 
competition in the trucking market rigid protections are not 
necessary. Our conclusion applies to· both common and contract 
carrier markets. We will not adopt specific regulatory goals 
concerning destructive competition, beyond general encouragement of 
cost-based rates and a relatively,low floor price for rates. 

Contract carriers need not serve any customer and are 
exempt. from common carrier requirelnents S\1.ch as rate increase 
limitations and price discrimination rules. AllOwing contract 
carriers. to, compete freely against common carriers would, }:)eunfair 
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~ecause the latter are held to hiqher standards tor rates an~ 
service~ We must separate these markets by requiring that special 
contracts be approved only it the contract carrier maintains a 
special relationship with the shipper. 

HQDQPoly Pricing 
The principal reason tor requlation of utility rates in 

general is to prevent monopoly pricinq ~y restriction of supply. 
If a utility xnarket is wor~ly competitive,. rate requlation is not 
necessary to keep rates from risinq above reasona:ble levels. It 
one provider tries to priee its utility serviee above cost,. other 
competing provi4ers will otfer the service at a lower and more 
reasonable rate.. ,Because many elements of the truekinq industry 
are naturally competitive,. our qoal is to assure that the adopted 
requlatory program maintains and promotes a worka:bly competitive 
market. 

Workable competition in a market requires three 
conditions. First,. there must :be many :buyers and sellers of the 
goods or services. The theoretical definition of perfect 
competition requires that no, single buyer or seller has the market 
power to affect prices. Because no real market can be perfectly 
competitive, we rely on the sUbjective term NmanyN to· describe 
workable, rather than perfect,., competition.. Second,. entr.r and exit 
trom the market must :be easy. Third,. the ~uyers and sellers must 
have access to sufficient inform~tion necessary to make rational 
prieing and buyinq deeisions ... 

If our adopted proqram allows these criteria to ~e met in 
the ~rketf then no further requlatory rate restrietions are 
necessary to encouraqe economic efficiency. 

Pr~atory Pricing 
In an industry where entry is extremely difficult 

predatory pricing is a valid concern. This reeord has clearly 
established that entry in the intrastate trucking industry is not 
difficult. Whil. the cost of equipment and facilities may prOhibit 
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carriers ~rom entering tbe interstate trucking markets on a large 
scale, the record does not demonstrate the existence o! sUbstantial 
barriers to entry into intrastate markets. Because there are ~ny 
carriers~n the California intrastate market and entry is not 
difficult, we do· not believe it is. realistic to expect predatory 
pricing. Although we will adopt some protections again~t pre4atory 
priCing as a regulatory·goal, the worldng:s of 'market competition do 
much of the work for us.. only mini'mAl formal protections are 
requ.:i.recl. 

Shipper Pricing 
~here has been considerable testimony concerning the 

&bility of large shippers to set transportation prices. In a 
competitive market we 'Would expect.large customers to drive the 
)jest bargain due to economies of scale. Likewise,. in a competitive 
transportation industry, so· long as economies of scale exist, large 
shippers should receive the lowest prices because of the number and 
size of their shipments. While shippers may appear to be setting' 
transportation prices, carriers that are not profitable at these 
rate levels will not remain in business or will decline to serve at 
the shipper's prices.. Eventually, to receive reliable service, 
shippers will )je forced to pay prices which cover a carrier's 
costs.. Althouqh we are concerned about discriminatory pricinq, the 
economies o·! scale in servinq large shippers is. a natural force of 
a competitive market,. and'market power will be checked and 
controlled by market forces. We adopt no, re9Ulatory goal t~ 
artificially inhibit the natural market force which economies of 
scale allow for large shippers, as long' as rates charged to those 
sbippers are not discriminatory or do· not cause price 
discrimination to, other shippers. 

Price piscrimination 
No party supports discriminatory priCing, which is rate 

differences without cost justification.. We retain. the qoal of 
maintaining identical common carrier rates (by eaCh carrier) for 
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identical services. Where discrimination is alleged, the disputed 
rates should be authorized if rate differences are justified by 
cost ~itterences. Article XII of the Constitution and PO §§ 453, 
461.5" 494" and 3662 require that rates :be requlated in a 
nondiscriminatory manner. Rigid Rate Proponents imply that 
economic regulation and its system of cost j'ustitications will 
prevent discrimination. Although we strive to' achieve this goal~ 
the complexity ot the current system of economic reg"Ulation 
provides no assurances of success. One troublesome example of 
potential discrimination is write-in tariffs. Shippers can write 
in to carriers and request a discount" but these discounts are not 
evaluated tor cost justification or discrimination. 

Parties recommending less or no· economic regulation 
appear to be willing to- let the market dictate fair, 
nondiscriminatory prices. Some claim that discrimination is not 
possible in a competitive market, on the theory that perfect 
information and the rational desire to· maximize ind'ividual profits 
will keep all rates cost based. We do, not share their complete 
confidence in the market and' are unwilling to allow pricing freedom 
without safeguards. If we can determine that the market is 
workably competitive, public protections are still in order becauM 
shippers and carriers do not have perfect information and do not 
always behave rationally. However, our intention is provide only 
necessary protections, without restraining prices so much as to, 
cause inefficiency. As long as rates a,re confined to a zone of 
reasonableness" formal cost justification is not a needed 
safeguard. 

It is our goal to prevent discrimination. We will do so' 
in part by requiring common carriers to hold themselves out to, 
serve the public.. We will specifically disallow tariffs written to 
serve a single shipper, but n~ specific geographic limits :beyond 
that will be imposed. We will address discrimination allegations 
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as they arise, and in time we ~ill change tariff limitations if 
other rules become necessary. 

Servic~ 

There was considerable testimony concerning service to 
small and rural communities. Riqid Rate Proponents arque that 
interstate service to- these communities has deteriorated under 
deregulation and that this would happen to intrastate service if 
deregulated. Flexible Rate Proponents dispute these claims and 
expect service to remain the same or improve if carriers are qiven 
pricing freedom. 

No specific proposals concerning service were made~ but 
Ad Hoc suggested that the Commission determine the division of 
revenues between carriers which interline~ or transfer freight to 
other carriers for eventual delivery., The intent of this proposal 
is to increase the profitability of small cArriers thAt sorve small 
and rural communi ties. 

The existence or nonexistence of economic regulation will 
not determine service levels to small and rural communities. It is 
not how rates are set~ but whether they are compensatory at a qiven 
level o't service" that determines CArrier enthusiasm to serve a 
mar~et se~ent~ We continue to support adequate common carrier 
service as A regulatory goal. As. discussed. elseWhere in this 
decision, we will establiSh a minimum' level of service for common 
carriers as a sAfeguarc:! against inadequate and. unreliable service'. 

Safety 
It is und.isputed that public safety on the state's 

highways cannot be compromised by a~y regulatory proqram. That has 
always been the Commission~s goal, and we reiterate it now. 

Generally, proponents 0: rigid rate regulation believe 
carriers operate in a safer manner und.er economic regulation than 
in a deregulated system. Proponents of flexible rate regulation 
dispute this claim. Both made specific safety proposals" which are 
detailed elsewhere in this decision. Therein we find the most 
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effective way to· improve satety is throuqh direct satety regulation 
and en.torcement .. 

~ompetition 

The problems with the present regulatory program's 
ability to cope with today's transportation market are enumeratea 
in the section entitled Analysis of CUrrent Reroll~~ory Pr0gram
These problems led us to· consider a more tlenl:lle approach to. rate 
requlation, on the notion that flexibility would reduce the 
complexities of current regulation. However, betore turning our 
attention to the appropriate type of rate regulation we must 
address whether the general freight transportation market is 
workably competitive. In general, impertect economic markets 
require closer regulatory attention than do competitive markets. 

• In any regulated industry a basic qoal is to mimic competition. It 
it can be demonstrated that the intrastate general freight market 
is workably competitive, then a more flexible regulatory program is 
justified .. 

As discussed in the Goals of Ttyek Regulati9D section ot 
this decision, three conditions are SUfficient ·to demonstrate that 
a market is workably competitive: (1) there are many buyers and. 
sellers in the market r (2') entry and exit from the lIIarket 1$ 
relatively easy, and (3) buyers and sellers have· ready access to 
relevant information. 

The evidence presented by ORA and others, as well as the 
Commission's own statistics· on certiticated common carriers and 
permitted. contract carriers~ are clearly convincing that there are 
~any buyers ane sellers in the intrastate general treight market. 
For example, there are now lI10re than 3000 intrastate common 
carriers in California (3,442 common carriers as of June 30, 1988,. 

Only in the smallest market seqments might there be so few carriers 
that competition wou14not drive rates toward costs, or so· tew 
shippers that sarvice would be inadequate. These areas ~come 
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eandidates tor regulatory proteetions not needed on ~'jor freight 
routes, if monitoring shows the need. 

Quick, easy and inexpensive entry with small sunk costs 
required of competitors creates an ideal situation for competition, 
which will in turn enforce restraint upon pricing. Theoretically, 
a dominant firm will behave competitively if it fears entry by 
another firm with similar cost characteristics~ even if the 
dominant firm has a very large market share.. If the dominant firm 
does not react this way,. other competitors- will enter the lnarket. 
In either case ,. customers have access to cost based rates.. Tbe 
record in this proceedinq clearly indicates that entry into the 
intrastate general freight market and expansion into new areas are 
relatively easy and can involve relatively small capital costs. 
This is supported by the testilnony of ~ny parties C~,.g. ORA, 
Coalition, CMk, FTC) and the number of entrants that receive .. 
operating authority from this Commission.. From July 1,. 1987 to 
June 30, 1988 there were 1,141 contract carriers and 260 COmI!1on 
carriers receivinq new authority. 

Recovery of entry or expansion costs upon ~)xit from the 
general freight market is not difficult. Exit costs depend on the 
extent to which investments can effectively be redeployed or sol~ 
in response to changes in market conditions.. Transportation 
equipment and terminals have mul,tiple uses· .and can b., easily sol<1 
or transferred to new or eXisting carriers as well as· other 
businesses. A competing firm or new entrant would likely purchase 
or lease an exiting firm's facilities, significantly decreasing the 
risk of losing entry investments. Ease of entry and exit is 
further demonstrated by the relatively s~ll cap·ital. costs and 
minimal capital risks inherent in entering the trucking· business. 

Ready access to information is an element of competition 
that can be determined by regulation of market mechanics but is not 
dependent on regulation. of rates. Without. accessibl~a rate 
information carriers may be able to discriminate a9'a~nst certain 
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shippers and maintain higher rates than could be charged it 
shippers had accurate intormation about all carriers' rates. 
Everyday ~usiness relationships produce much competitive 
intormation. However, any re;ulatory program should encourage rate 
competition by promoting open rates for ~oth common and contract 
carriers. Secret rates and discounts promote discrimination and 
discourage direct competition. 

Because the sutficient economic conditions are 
convincingly met or can be promoted by a minimum ot regulatory 
constraint~ we tind that the intrastate general freight t~cking 
market is workably competitive. 

Wor~le competition will protect shippers aqainst 
unreasonable rates. 
take the business. 
of business .. 

If rates are too high, other comp.titors will, 
If rates are too low, the carrier will go out 

'l'ypically, a workably competitive lnarlcet does not warrant 
rate requlation to· produce just and reasonable rates~ However, the 
Legislature has, stated that the use ot public highways for the 
transportation of property for compens~tion is a business affected, 
with a public interest and the Commission should ensure reasonable, 
nondiscriminatory rates and a~e~ate, 4ep.nd~le~ and safe service. 
This legislative mandate requires the commission to impose'a 
regulatory program. that meets the Legislature "s, objectives" with 
flexible or rigid rate regulation. In analyzing the current 
regulatory program we noted some major flaws that pose a 
Significant barrier to maintaining reasonable rates and prevent1nq 
discriminatory prieinq. ~hese flaws also- inhibit the State's 
economy from fully benefiting from the services of a vital and 
vigorous for-hire trucking industry. 

If carriers are not allowed to r~spond t~ market 
conditions, they are prevented'from operating efficiently" with the 
attendant risks of oversupply," waste of resources-and stifling of" 
innovation • 
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To better allow carriers to' etticiently respond to market 
conditions and meet the Legislature's objectives" we will adopt a 
regulatory program that recognizes the benefits ot competition. 
Although we believe that a more tle~ible system will work, we will 
monitor how effective that competition is in driving prices toward 
costs. The adopted program will provide for rate flexibility 
within a zone of reasonableness together with a· monitoring plan. 
The monitoring plan is intended to offer a mechanism for detecting 
and correcting any failure o,f market forces ... 

Our response to· competitive realities in the trucking 
industry will help us to· aChieve the regulatory obj.etives mandated 
Py the constitution" and to fulfill our responsibilities to the 
Legislature. We believe that the public interest will be better 
served by permitting carriers flexibility in adjusting rates in 
response to the demand and constraints of a competitive market. 
Price flexibility will provide carriers the freedom. to align prices 
more closely with their costs and shOUld enable well-managed and 
etficient carriers to earn a reasonable return on their investment. 

An effective requlatory proqr~ would allow efficient use 
of resources and timely response to· demand for services·.. The 
current program provides the wrong incentives for efficiency, 
erecting unneeded hurdles whiCh translate into higher rates tor 
shippers and consumers. We continue to- strive for rate regulation 
that is efficient ana fair. If fairness and equity goals can be 
met~ then less regulation is preferable to more regulation, because 
les.s regulation is economically more e!ficient. 

Further, the record demonstrates thAt similar trucking 
markets in other jurisdictions function in this manner when subjec~ 
to price flexib·ili ty or economic deregulation. The evic!.ence in 
this proceeding is clear and. convincinc;·that consumers and the 
economy generally will benefit from. the substitution of :market-set 
rates tor govermnent efforts. to' fix prices • 
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We are convinced that the workinqs of competition within 
a zone of reasonableness will produce just and reasonable rates, 
and that monitorinq protections and ready access to rate 
information will quickly identify any rates that are not just and 
reasonable. ~herefore within a zone of reasonableness we will not 
require that individual carriers file formal applications to chanqe 
tariff or contract rates, because there is no need for individual 
findings to· determine that such rates are just and reasonable. The 
workinqs ot competition and the limits in the requlatory proqram 
adopted herein, alonq with findinq· that future rates within the 
zone of reasonableness are just and reasonable, will suffice. 

When the Commission first beqan to· require separate 
findings and orders in support of individual rate applications, 
that process was both necessary to· remedy market imperfections and 
effective in requlation of relatively tew carriers. Today 

• 
cond'itions have chanqed.. 'the market is workably competitive, and 
therefore case-by-case cost justification is unnecessary. As well, 
the large nWl\l:)er of carriers makes individual litiqation of rate 
applications burdensome and ineffective. 

Legal Auth9rity t9t.A flexible Rate System 
Riqid Rate Proponents arque that the constitution ot the 

state ot California. (Constitution) and the Public'C'tilities Code 
(PO) require riqid rate requlation. More specifically, Rigid, Rate 
Proponents rely on Consti tut:i.on Article XlI" § § 3 and 4, and PO' 

§§ 451, 452, 453, 454, 455·,. 460,.461_5,. 486:, 491,. 494, 726" 130, 

731,. 3662 and 3666. 'l'hefull text of the appl:i.cable sections of 
the Constitution and the PO Code are attached, as Appendix B to this 
decision .. 

Based on their interpretation of the these constitutional 
and statutory sections, Rigid Rate Proponents further. argue that 
the commission must provide a regulatory proqram for common and 
contract carriers that requires:.. 
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1. Commission approval prior to any change in 
common carrier an~ contract carrier rates. 

2. Commission fin~ings that common carrier ~4 
contract carrier rates are just an~ 

. reasona~le • 

3. Thirty days' public notice prior to· the 
ettective date ot common carrier and 
contract carrier rates • . 

4. Common carrier and contract carrier rates 
to' ~e public documents filed with the 
Commission. 

s. Common carriers and contraet carriers to 
charge nondiscriminatory rates. unless 
justified ~y the transportation conditions. 

6. Common carriers to provide adequate 
service. 

Moreover, Rigid Rate Proponents arque that the Commission is 
prohibited by the above statutes from issuinq a blanket-authorizing 
decision and must act upon individual earrier showings of 
justitieation. Rigid Rate Proponents conclude that a regulatory 
proqr~ that goes not meet the tirst four -requirements* above 
would not protect the public trom poor service, unreasonable rates 
and discriminatory practices. Flexible Rate Proponents paint a very 
different picture. They believe that Rigid Rate Proponents are too 
narrow in their reading ot the Constitution and po, § 454 with 
respect to the flexibility the Commission has to decide on the 
showing and finding. required.. They argue that in setting a rate 
the Commission can choose its own criteria or methods,. provided 
they are reasonable. Flexible Rate Proponents assert that the 
constitution and the PUblie Utilities code give the commission wide 
latitude on precisely what kind of regulatory system it will impose 
and that the California Supreme Court has confirmed. the 
Commission's considerable discretion in setting rates· for the 
transportation of property, citin;, ~alit2XDia truckins'bssociati9n 
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V, Public Utilities Commissign (1977) 19 Cal. 3d 240, 246 & n.10, 
247 (~A v, PU~). 

In addition, Flexi~le Rate Proponents point out that it .' , 

is well established that a reasonable rate or charge in· any given 
situation may ~e determined within a zone of reasonableness 'and 
cite the following: 

*There is a zone of reasonableness within which 
common carriers" so lonq as statutory 
restrictions are not transgressed, may an4 
should exercise discretion in establishing 
their rates. The upper limits of that zone are 
represented by the level at which the rates 
would be above the value of the service, or be 
excessive. The lower limits are fixed, 
generally, by the point at which the rates 
would fail to- contri~ute revenue above the out
of-pocket cost of performinq the service,.. would 
cast an undue burden on other traffic, or would 
be harmful to t."le public interest. Rates at 
the upper limits of the zone may be termed 
maximUl'l\ reasonable rates; those at the lower 
limits of the zone may be termed, minilnUl'l\ 
reasonable rates.* (SO CPTJ'C 632-633.) 

Flexible Rate Proponents arque that through the mechanism 
of a zone of reasonableness rates can be established without the 
need for an inc:t:ividual review of each increase or decrease. They 
contend that, instead, a rate zone can be preapproved by a finding 
that the zone is reasonable, is in the public interest, and 
fulfills the needs of commerce. 

Flexi~le Rate Proponents contend that a zone of 
reasonableness for general freight is consistent with PO § 454.2. 

That section provides for blanket, authorization of rate changes for 
passenger stage corporations within a zone of rate freedom, based 
upon an advance tindinq that the service involved is competitive. 
Fle~le Rate Proponents argue that, although gener~l freight is 
not incluc1ed in PC! § 454, .. ,2,. the implication is that the 

Constitution provides suf~ieient latitUde to' implement a requlatory 
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procedure that incorporates a zone ot reasona~leness~ Flexi~le 

Rate Proponents theretore arque that because a zone of 
reasonableness is permissible und.er the c:onsti tutional language, 
it is also permissi~le under the sUbstantially identical lanquage 
ot § 454. 

According to Flexible Rate Proponents, the record in this 
proceed1ng shows that a flexible rate program is better suited to 
today's economic conditions in the truc~ing industry.. 'l'hus, 
Flexible Rate Proponents claim that the ev1dence in ,this proceeding 
constitutes a showing before the Commission tha~ the proposed rate 
changes are justified.. They assert that the evidence will support 
findinqs that:. (1) the carriaqe of qeneralfreiqht is naturally 
competitive~ (2) individual carriers cannot qarner SUfficient 
market power to-'exact unreasonably high or discriminatory prices, 
and (3) predatory pricing and destructive' competition are unlikely 
to, result. They therefore contend. that .the Commission can find 
that the proposed rate chanqes are j'ustifie4 and grant ):)lanket 
authorization for individual carriers to raise and, lower rates. A 
blanket authorization would eliminate the need for, additional 
showings ):)efore or decisions ):)y the Commission. 

Flexi):)le Rate Proponents further arque that the 
Commission's complaint 'and protest procedures toqether With a zone 
of reason~leness will act as cheeks and balances against 
unreasonable rate chanqes. Flexible Rate Proponents also, cite 
antitrust laws as additional controls to insure that the ]:)enefits 
of competition are preserved and promoted... Amonq the laws 
referenced are the Sherman Antitrust ~ct~ Fe4eral Trade Commission 
Act, Cartwright Aet, O'n~air Praetiees Aet,. and RobinsQn-Pa'bnan Aet. 
Generally, these Acts provide that priCing below cost with the 
intent to' reduce or eliminate competition is unlawful. Tbe 
remedies are varied and potent. Both Federal and State authorities 
prosecute these viOlations,. Violation is a. criminal otfense~ 
Public prosecutors at the State level may bring an additional 
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action providing for civil penalties, restitution and attorneys' 
fees. The recompense of these civil penalties, which can amount to
millions of dollars, makes these actions particularly attractive to' 
public authorities.-

With respect to notice requirements before rates can 
become effective" Flexible Rate Proponents point out that under PO 
§ 455- the Com:m:l.ss:l.on can grant authority for rate d.ecreases to' . 
become effective less than 30 days after filing. SimilarJ~y, 

Flexible Rate Proponents assert that an order in this proceeding 
can meet the requirements of PO § 491. 'I'hat section permits the 
Commission for good cause to allow rate changes on less than 30 
days' notice by an order Which: (1) specif~es the chanqes to be 
mad~, (2) identifies when the chang'es will occur, and (3) sets 
f"orth the manner in which changes shall be filed. and published. We 
agree with Flexible Rate Proponents that we can issue an order 
makinq rates, effective less than 30 days after filinq. 

Further, we are persuaded by Flexible Rate Proponents' 
arguments that the Constitution and the Public Utilities Code 
provisions cited above permit the commission to authorize rate 
flex:l.b,ility for common carriers within a zone of reasonableness, 
based upon a finding that workable competition exists and that 
ne:l.ther predatory pr:l.cinqnor destructive pricinq practices should 
result. Both enactment of PtT § 454,.2' and eTA v, we support this 

-conclus-ion. 
Article XII § 4 of the Constitution states in part, MA 

transporeation company may not raise a rate or incidental charqe 
except after a showinq to and a decision by the commission that- the 
increase is justified".. Notwi tbstandinq this languaqe ,_ ptj § 454.2 
permits blanket authorization of rate chang-es for passenqer staqe 
corporations within a zone of rate freedom, based upon an advance 
finclinq that the serviee involved is competitive.. PO' § 454.2 
further provides that an adjustment in rates orebarqes within such 
a zone of rate freedom established 'by the colmnission is just and 
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reasonable. 'rhus, PO' § 454_.2 clarities the type ot showing 
permitted by the constitution. PO § 454 provi~es, with certain 
exceptions, tor example where there is no rate increase,- that -no 
public utility shall change any rate • • • except upon a showing 
betore the commission and a tinding by the commission that the new 
rate is justitied.- We agree with Flexible Rate Proponents that 
this language is substantially identical to· the constitutional 
language. Thus we conclude that § 454, like the constitutional 
provision, permits rate tlexibility within a zone of reasona}:)leness 
where there is competition. 

The Cali!ornia Supreme court's decision in eTA v, PUC 
turther contir.ms the Commission's considerable discretion in 
setting highway carrier rates. In that ease the Court construed PO 
§ 366-2 which provides that -CtJhe commission shall ••• establish 
or approve just, reasonable". and nonc1iscriminatory maximum or 
minimum or maximum and minimum rates to be charged by any highway 
permit carrier-. The Court determined that this language vests the 
Commission with the discretion to· set maximum or mintmum,rates, N~ 
no~ate at all. w1 

In short, we conclude that: (1) the Commission is not 
restriet.~ to' a cost-of-service.torm of regulation, an~ (2) there 
is ample authority to establish an appropriate and effectiVe form 
ot flexible rate regulation .•. 

1 PA~itie TelephQne aug le1egrAPh Company v, EU~lie Utilities 
CommissiQ.tl (1965-) 62 Cal .. 2cl 634, 647 similarly reflects the 
Commission's considerable discretion in ratemaXing: 

WThus the responsibility for rate fixing, 
insotar as the law permits and' requires,' is 
place~ witn the commission, and unless its 
action is clearly shown to be con~iscatory the 
courts will not interfere~N . 
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contract VI. COmmon carriage 
An important element of the adopted regulatory pr09'ru 

will be the balance of incentives between common and contract 
carriage. This balance parallels the classie policy balance of 
economic efficiency VS. fairness or equity among the participants 
in a market. 

In promotinq safe,- reliable service at reasonable and 
nonaiscriminatory rates we could emphasize service and price 
discrimination protections by providinq incentives for common 
carriaqe, at the risk of loss of economic efficiency.. Encouraginq 
common carriaqe at the expense of contract earriage would ilnprove 
consumer protections because all carrier obliqations would be 

explicit in fixed tariffs," but it would prevent carriers and 
shippers !rom, makinq private arranqements that miqht ±ncrease 
carrier e!ticiency and thus lower prices. On the other hand 
emphasis on low rates could be provided by incentives for contract 
caniaqe, :1t the risk of price discrimination and poor service to 
some market seqments. 

We have heard from shippers and carriers who are 
dissatisfied with their opportunities- to set special,. efficient 
ra~es in specific situations.. In many suehcases it is special 
shipper obliqations wh.ich drive the efficiencies that allow lower 
rates. 

In strikinq the balance we are restrained by law and 
sound public policy to maintain a viable, workinq common carriaqe 
system. We cannot know with certainty that a viable common 
carriaqe system,will survive if all the incentives are in favor of 
contract carriage. Common carriaqe must work efficiently t~ serve 
customer demand, not merely exist as an empty set of rules built to 
satisfy legal requirements. The most ardent of flexible rate 
proponents claim that effective common carriaqe will always survive 
because there are many carriers that will. choose common earriaqe as 
a marketinq tool in servinq small communities· or market .seqments • 
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However, the evidence does not convince us to make that finding, 
and the consequences of ordering such an experiment are too risky. 
We w111 allow greater freedom than is currently granted for 
contract carriage~but not without limits. 

We will effect the balance of incentives for common and 
contract carriage in these ways: (l):by ordering different 
effective dates for the two tYl'es of carriage~. and (2) }:)y defininq 
the applicability of contract carriage. These are the two controls 
that will in large part determine how much freight actually moves 
under common or contract carriage. Our choices in setting these 
controls will be discussed in the Adopted Regulatory; program 
section of this decision. 

Zone 0: ReaSODabl§DeSS 
The evid'ence in this proceeding strongly indicates that 

competition is effective and market forces along with some . 
protections to ensure fairness will maintain prices at reasonable 
levels.. However, to protect ratepayers against the remote 
possibility that a workably competitive market may not exist in all 
traffic lanes, we will establish a zone of reasonableness and 
lnonitor whether competition is 8ble to· control market behavior. 

T~ }:)e useful to carriers, the limits of the zone must be 
sufficient to permit a fair opportunity to raise or lower prices to 
respond. to market conditions. There must :be enough latitUde to. 
allow carriers to· respond to changes in the economy such as 
incre~ses and decreases in fuel prices. To· protect the public~ and 
to· a certain extent to protect carriers from each other, the zone 
lnust be restrictive enough to· ensure that rates are reasonable. 
These o}:)jectives can }:)e achieved }:)Y' setting a ceiling on the a21\ount 
an individual rate can rise within a specified time~ and }:)y setting 
a floor price below Which rates cannot be reduced. Increases 
greater than the ceiling or decreases below the floor can be 

requested }:)y filing an application with· appropriate justifi:cation • 
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Naturally, If a qeneral emerqency occurred, the limits to the zone 
could be temporarily increased. 

The limits to, the zone are defined by anaylsis of the 
market ineffieiencies that might beencountered~ The claimed 
dangers are predatory pricing and the vaquely defined destructive 
competition. 

The upper en~ of the zone will serve to restrain 
predatory pricing. To succeed at predatory pricing a carrier must 
driVe competitors out of the market and sUbsequently raise prices 
above reasonable costs. A percent increase limitation would 
prevent the second step of the process~ espeeially it the reduced 
price in the tirst step becomes the ~ase price tor the increase 
limitation. The purpose of the upper end of the zone is not to' 
protect shippers by assuring low rates. without an upper limit a 
carrier coul~ raise rates in hopes o,f increasinq profits, but in a .. 
competitive market that carrier will simply lose business as other 
carriers take the freight by charqinq lower, cost based rates . 
Although there is no, convincinq evidence that predatory pricinq has 
existed or could exist in the California intrastate market we will 
preclude even the remote possibility by orderinq an upper limit to 
price increases. 

The lower end of the zone should protect against pricing 
below cost for whatever reason. Underpricing induced by eeonomie 
Circumstances, intramarket subsidies or irrational carrier behavior 
might cause inadequate wages, poor.malntenance or market 
instability, all of which are serious concerns. To- prevent tha~ 
possibility we shall order that common carrier rates shall not fall 
below a floor price.. The floor will be ba$e~ on variable operatinq 
costs and will exclude all capital and other fixed costs. To· 
assure that satety is not compromised definitions of variable costs 
will be stretched to include insurance costs and asmucb. safety 
costs. as can be reason~le accommodated... The final form of the 
variable cost floor will be developed in workshops for eventual 
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Commission approval. Until then it is reasonable to use temporary 
measures of variable cost taken from within the current TFCI. 

Because the floor excludes all fixed costs we anticipate 
that it will not be used tor rate indexing by carriers. We have 
learned elsewhere in the transportation industry that minimum rates 
set too high beeeme 4e ~aeto maximum rates as· well, generating 
vigorous and largely unneces~ary dispute.. cal.culation of floor 
prices should be less contentious.. To· resolve the problem of 
assigning average costs to individual carriers we will make floor 
prices carrier specific, at least in part~ 

In summary, the upper l~it of the zone o~ reasonableness 
will be a percentage cap on rate increases~ and the lower bound 
will be carrier specifie variable costs. Tbe zone of 
reasonableness provides prieing flexibility and by allowing 
carriers to respond to market ehanges encourages rational carrier 
pricinq. carriers have strong incentives for cost based pricing, 
and botn Shippers and carriers are protected from the market abuses 
of predatory pricinq and irrationally low prices. Large rate 
changes. that could be challenged as unreasonable require an 
app,lication and case-'J:Jy-case justification. 

satety and Enta Reguiremen't:i 
Prior to Septe~er 20" 1963 the Commission ad.ministered 

safety requlations for for-hire motor carriers. In 1963 this , 
responsibility was transferred to cap by legislative action. PO § 

767 (now § 768) was amended· to provide that A'the commission shall 
not regulate the safety of operation of passenger stage 
eorporations, highway common carriers, and petroleUln irregular 
route carriers .. " 

Following this jurisdictional tranSfer, the Commission 
assume4 a supporting role 1n safety by suspending' or revoking the 
operating authority of earriers which CHP wou14 identify as unsafe. 
However, in 1986 the Legislature amende(i· PU §, 768' to' state,. A'The 
Depa:z:tlnent· of the California Highway Patrol shall have the priery 
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responsi~ility for the requlation of the safety of operations of 
passenger stage corporations, highway common carriers, an~ other 
motor carriers. The commission shall cooperate with the Department 
of the California Highway Patrol to· ensure safe operation of these 
carriers~N More recent le9islation, discussed below, continues to. 
stress the importance of the Commission"" role in safety. 

Because the positions and arguments of many parties are 
similar, we will segregate them into· twoqroups--those who· favor 
rate requlation to· improvehi9hway .. afety,. and those who believe 
that direet sa:f'ety enforcemen'i; is the best approach to improve 
hiqhway safe.ty. 

EArties Supportin~ Bate Regulati2I) 

In its direct showing CTA presented four witnesses to. 
address driver and truck safety issues. Based on their testimony, 
CTA's policy witness recommended that the Commission: 

1. Develop a special task force of industry 
and government representatives to· establish 
minimum driver training standards . 
acceptable for the tor-hire carrier 
industry. 

2. Join the industry in proposing realistic 
druq testing qualifications for drivers. 

3. Work with Air Quality Management Districts 
to decrease congestion through truck 
pricing praetices. 

4. Require carriers with low safety scores to 
demonstrate that requested rate reductions 
will measurably improve the carrier's 
safety score. 

s. Require all contracts to inclUde a 
provision whiCh binds the shipper to' the 
carrier and makes the shipper co-liable tor 
all accidents arisinq' from the carrier's 
performance for the' contract shipper. 

Additionally, CTA"s policy witness testified. that in 
conformance with AB. 34'90 (.Stats. 1985, Ch. ll7S.) the CommiSSion 

I 
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shou14 establish requlations for ne~ entrants Which require them 
to: 

1. Be financially and organizationally capable 
of conducting an operation within the rules 
and requlations of the CHP. 

2. Be committed to· observing the hours of 
service requlations for all employees and 
subhaulers operating vehicles under the 
applicant's operating authority. 

3. Have a Commercial Vehicle Safety Alliance 
sticker for each vehicle and a preventive 
maintenance proqram that conforms with CHP 
requlations. 

4. Participate in the OMV's driver pull notice 
program, and in a program to reqularly eheck 
the driving records of all employees and 
subhaulers operating vehicles-which require 
a class 1 driver lieense. 

5. Have a safety education and tra~ning 
program tor all employees and subhaulers 
operating vehicles under the applieant's 
operating authority. 

6. Pass a written test to- ascertain the 
applicant's knowledge of vehicle 
maintenance standards. 

Convinced that rate requlation and safety are related and 
that police enforcement cannot alone eompensate for safety 
problems, C'l'A developed a safety score toprediet carrier accident 
and citation rates from earrier income statements. C'l'A arqued that 
safety pertormance is affected by a carrier's operating margin, 
driver labor as a percent of revenue and. expenses, and purchased 
transportat~on as a percent of expenses. From this, C'l'A concluded 
that carrier satety pertormance could be predicted by the 
profita):)ility and driver compensation practices of trucking firms. 
C'l'A claims that the safety scores developed from these factors bave 
their greatest predictive accuracy at the extremes (i •• ~ carriers 
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with the lowest scores present the most 4anger on the highways) and 
recommends limiting rate freedom for carriers that rank in the 
lower one-third ... 

Additionally, CTA notes that over 90% of truck-at-fault 
a~~idents are caused ~y driver error and attributes this to lower 
driver wages and deregulation. 

Ad Hoe argues that less restrictive rate regulation 
places economic pressure on. carriers which causes them to overwork 
d.rivers, red.uce maintenance, and violate safety laws. Ad Hoe 
supports this arqument by asserting that safety d.eclined during the 
period of lessened rate regulation, 19S·1-1986.. Finally, Ad Hoe 
d.oes. not support the contention that direct enforcement is the most 
effective means of providing safety to the public, and claims that 
rate regulation is needed to ensure safety. 

WCFTS is convinced that unregulated carriers have a worse 
safety record than. regulated carriers and rejects the evidence that 
a correlation does not exist between economic regulation and 
safety. weFTS is· also opposed to the regulatory proposals which 
increase rate flexibility, on the grounds that many.carriers will 
experience extreme hardship and safety will deteriorate. These 
concerns combined with recent safety legislation cause WCFT~ to 
recommend that the Commission condUct a more comprehensive 
investigation into· the effects of ORA's proposal •. 

Teamsters, NMFTA and Hegarty argue that much o·f the 
trucking industry has not achieved a SUfficient level of truck 
safety. These parties believe that flexible rate regulation would 
place downward pressure on. rates and wages, cause carriers to 
reduce repair and: maintenance expense, and make it diffieult to 
replace aging equipment and attract well-qualified drivers. 
Additionally, these parties seriously' doubt that direct enforcement 
alone will be sufficient to· keep the highways' safe •. 

- 64 -



• 

I.88-08-046 ALJ/FSF/j •. 

Pa;r::ties Supporting pirect Enf9rcQent 

ORA contends that a direct link between rate regulation 
and safety does not exist~ and cites. the lack of evidence which 
would correlate accident data with rate regulation to· support this 
claim. ORA supports its claim with studies on the profitability of 
unrequlated ·vs. regulated carriage during the 1980-1986 transition 
period~ correlations between profitADility and regulation, and the 
evidence presented DY FTC in this proceeding. 

ORk argues that direct safety enforcement is the most 
cost effective method of protecting the public from· irresponsible 
carriers.. Unsafe operations can cause unreliable service and 
result in hiqher rates for liADility and worker's compensation 
insurance. ORA Delieves that carriers seekinq to operate 
profitADly will operate safely Decause safety pays. ORA supports 
safety proqrams that suspend or revoke carrier operatinq authority 

• 
to ensure compliance with insurance reql,tirements, CHP's safety 
inspection standards and maintenance of safety related records~ 
Finally, ORA concludes that safety enforcement is the most,' 
effective means for improving safety. ORA recommends the 
Commission enhance direct safety enforcement by: 

1. Providing CHPyearly carrier mileaqe data 
for computing carrier accident and citation 
rates usinC] CHP's MISTER recorcls. 

2. Working with CHP to· develop a numbering 
system Which allows intrastate regulated 
motor carriers to be identified in CHP's 
MISTER records by a single number in place 
of both a Commission and CHP number. 

3. Augmenting' the list of owner-operators,. 
required DY AB· 2706, with carriers that 
receive sul::lhaul only revenue I' it necessary. 

4 • Working' withClIP' to' illlplement recent, 
leqislation which requires j o:Lnt action. 

• -~-
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In response to CTA's research on highway safety ORA 
argues that the safety score methodology is flawed and at best only 
a preliminary indicator of safety. Specifically, ORA claims that 
CTA's research has severe database, variable and methodological 
problems that render the findings inaccurate and the conclusions
invalia. 

The Coalition supports direct enforcement as the most 
effective methoa of improving highway safety, and references recent 
safety legislation as being consistent with this position. The 
Coalition also believes that safety is cost-effective~ citing 
carrier testimony that safety programs reduce insurance costs and 
help avoid ~ citations. 

The Coalition has many of, the same concerns with CTA's 
safety score methoaology as ORA. First, the Coalition challenqes 
CTA's loqic which favors carriers that do not use sUbhaulers. 
Second~ the Coalition identifies the application of inconsistent 
aata (interstate and intrastate miles are used to compute aeeiaent 
and citation rates basea upon intrastate-only accident and citation 
experiences).. Third, CTA~s statistical methodology is extremely 
sensitive to· small variations in data. The Coalition concludes. 
that CTA's safety score proposal and underlying studies are not 
supportable .. 

Fischer contends that there is no conclusive proof that 
flexible rate regulation will lead· to financial distress suffieient 
to adversely affect safety.. Similarly, Fischer argues that there 
is no convincing eviaence that continuing the current program will 
have. a positive effect on safety.. Finally, Fischer provides the 
following quote from CTA's witness Garland Chow to. support 
these conclusions: 

NThe issue of how economicrequlation imp4cts 
safety is still unanswered_N (EXhibit lSS, 
p. 4.) 
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CPIL also argues that there is not a direct correlation 
between rate regulation and highway safety. If sueh a eorrelation 
existed, CPII. concludes that carriers would have to receive excess 
profits to improve safety. CPIL proposes, a tarqeted. approach to
safety regulation and' recommends that the Commission work with 
other agencies to prevent regulatory overlap and optimize use of 
resources. 

CMk, NSSTC and Mi~e Conrotto, Truc~inq support direct 
enforcement as the best method of improving hig'hway safety and 
argue that accid:ent data shows little correlation between rate 
regulation and safety. Furthermore, these parties contend that 
safety is an enhancement to profits through lower insurance costs, 
lower CHP fines anQ lower risk. 

Finally" CMk claims that the data base tor CTA's safety 
score proposal has fundamental flaws and that the safety score is a 
poor predictor of accident and citation eXperience.. CMA believes 
that the best predictor of a carrier's future safety record is the 
carrier's curren.t safety record • 

Satety Legislation 
Recently enaeted State legislation has significantly 

strengthened safety regulation. SB 2594 (Stats., 1988, C.b., lSC9) 

put into effect commercial driver license requirements from the 
Federal Commercial Motor Vehicle Act of 1986 (Title XII of 
PI. 99-570). In compliance with this legislation DMV established 
more.'string'ent testing and licenSing' requirements and increased 
sanctions for serious traffic violations. 

AB, 34~0 (Stats. 1988, Ch. 1175) specifies additional 
entry requirements· tor new intrastate regulated motor carriers. 
This le9islation mandates that new entrants and transferees 
1D.Ust:. 

1. Be finanCially and organizationally able to 
conduct an operation, that complies, with the 
rules and regulations of the CHP'. 

- 6-7 -
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2. Commit to observing the hours ot service 
requlations. 

3. Have a preventive maintenance program tor 
its vehicles. that contorms to CHP 
regulations. 

4. Participate in a program to reqularly cheek 
the driving records o,t all employees and 
sUbhaulers which operate vehicles requiring 
a class 1 driver's license. 

S.· Have a satety education and training 
program tor all employees and sUbhaulcrs. 

6. Maintain vehicles in a sate operating 
condition and in compliance with the satety 
provisions·ot the Vehicle Code and 
requlations in Title 13 ot the california 
Cod.e of Requlations. 

7. File with the Commission a certificate of 
workers" compensation insurance covera~e 
for employees or a Division ot In<.1ustrl.al 
Relations certificate- o:e consent to· self
insure. 

8. Provide the Commission with the address of 
an office or terminal where documents 
supporting these requirements can be 
inspected.. 

Another recently enacted safety law, AS 3489 (Stats. 
1988, Ch. 916), formalizes the ClIP/Commission suspension process 
for carriers not meeting· the State's safety requirements. This 
legislation also requires the Commission to- submit to CHP and the 
carrier's insurer a list ot each intrastate carrier's equipment 
:erom the preceding year. carriers who have tailed to obtain 
insurance tor all their vehicles may be tined and/or have their 
operating authority suspended ... 

Concerns about carrier safety were als~ a<.1dresse<.1 in 
AB 2706 (Stats .. 1988,. Ch. lS86).. AB 2706- requ:i.res commercial 
carriers to have their equipment inspectecl every 4Sd.ays. an<.1 to 
sChedule a CHP terminal inspection at least every 25- months.. An 
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unsatisfactory terminal rating can result in suspension or 
revocation of the 'carrier's operating' authority., 

AB 2706 also requires the Commission to annually identify 
owner-operators and send a list of these carriers along' with their 
commercial driver license numbers to· DMV. DMVmust notify the 
Commission when an owner-operator's driver license is suspended or 
revoked, and the Commission must act to suspend or revoke the . . 
carrier's operating authority. 

Finally, this legislation subjects carriers to· fines 
and/or imprisonment for employing a driver without ,a valid 
commercial driver license~ Carriers must also participate in OMV's • 
pull-notice program and check the driying records ot all class 1 

and 2 (class A and B it licensed atter January 1,' 1989) drivers at 
least once a year. 

In addition to the leg'islation that strenqthens safety 
standards, SB 2876· (Stats 1988, Ch. 1596) mandates that CHP: 

(l) perform additional annual roadside inspections ot commercial 
vehicles, and (2) report on the teasi~ilityo! implementing an 
incentive proqram tor commercial drivers with excellent reeords. 

Agency Responsibilities 
Althoug'h CHP has, primary responsi~ility for motor carrier 

safety, other a<;enc.i.es have complementary roles. Generally, CHP is 
charqed with ex;forcin<; the rules of the road, settinq safety 
stanciards for commercial carrier operations, and' inspectinq carrier 
operations. 

The Commission has responsibility to ensure that new 
carriers are financially tit and able to conduct safe operat1ons. 
Additionally, the Commiss1on coordinates with other aqencies by 
suspenc'-inq the operatinq authority ot unsafe carriers and owner
operators without a valid driver license and by providinq safety 
related data. 

DMV i$ responsi~le for licensinq standards and. 

procedures~ This ineludes furnishing' information to,· the Commission 

- 69 -



•• 

• 

• 

I.SS-OS-046 ALJ/FSF/j •• AL'l'-COM-JBO 

on the status of owner-operator driver licenses and. oversight of 
commercial driver training programs, including driving schools .. 

The Department of Health. Services is charged with 
registering carriers of hazar~ous waste materials and enforcing 
special hazardous waste transportation rules.. ~ also oversees 
hazardous material carriers.. 'l'he tal:lle ):)elow identities motor 
carrier safety programs- and. the responsi):)le State agencies ... 
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U;i,seussion 
The relationship between safety and rate regulation was 

one of the more he~vily contested issues. Rigid Rate Proponents 
argue that rate regulation results in safer carriers and that 
financially healthy carriers spen4 more on safety. Stated 
differently, they argue that higher carrier profits result in more 
dedication of those profits to safety-related expenses .. 

This argument fails tor several reasons. Rate regulation 
alone cannot ensure higher carrier profits. T~ do so it must be 
accompanied by: (1) restricted entry t~prevent overcapacity, and 
(2) rates that yield prOfits higher than a workably competitive 
market. The rigid rate regulation proposals in this proceeding do 
not add~ess the interaction between carrier profits and capacity. 
Becau~e higher rates will entice more entrants~ rigid rate 
regulation without limited entry will do little for carrier 
profits. Further.more~ the current and proposed rigid rate programs 
do not restrict entry and cannot prevent, overcapacity it rates are 
set to' provide higher pro,fits than a workably competitive market. 
From this analysis We conclude that the current and proposed rigid 
rate proposals will not result in higher prOfits or safety 
expenditures than those of a workAbly competitive market. 

Rigid rate regulation is an impertect approach to safety. 
Without earrier profits in excess of competitive market profits 
there is no increase in financial ability to, make safety 
expenditures. EVen if there were higher carrier profits, carriers 
are not required to increase safety expenditures: carriers allocate 
operating reVenues in their own best interest. Commissioner calvo 
recognized this in his concurrence to' 0.86,-04-043: 

I'IRegardless of what rates carriers charge, 
profits can always ~e increased ~y reducing 
costs through lower levels of maintenance an~ 
less rigid. adherence to, safe operatinq 
practices~ 'I'hus rate regulation is at best an 
ilDperfect, tool to, ach.ieve safetY90als.w 
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Consistent with this loqic, the credi~le evidence in this 
proeeedinq demonstrates that riqid rate requlation will not improve 
safety. Our safety efforts will ~e applied to direct enforcement 
proqrams. 

We agree with. Commissioner Calvo's statement,. and believe 
the Leqislature, by enacting tough safety requirements that provide 
for direct safety requlation and enforcement,. als~ recognized that 
rate requlation is not the solution to· safety prol)lems. We commend 
and fully support the Leqislature in this endeavor and will 
allocate our resources to- enforce these new safety requirements. 

We will actively participate in the satety task torce 
established in response to- Senate Concurrent Resolution 67. The 
task force is directed t~ study methods of improvinq heavy 
commercial vehicle and. driver safety, ineludinq improved 
coordination amonq State aqeneies and commissions havinq 

• 'jurisdiction and responsibility for truckinq safety'. Besides the 
Commission, the task force includes representatives of CHP, OMV, 
Oftice of Traffic Safety in the Business ,- Transportation and 
Housinq Aqency, Oepartment of Transportation, labor orqanizations, 
various seqments of the truckinq and shippinq industries, and motor 
vehicle owners' and operators' orqanizations. 

Finally, we will act to- protect the public safety in 
three additional ways.. First, in confo~ance with AB 3490 we are 
establishinq specific quidelines and criteria t~ ensure that new 
carriers are financially viable and operate in a sate manner. 
Altbouqh existinq carriers are not impacted ~y AS 3490's entry 
requirements, we place the industry on notice that this Subject 
will be ac:ld.ressed in a subsequent proceed.inq_ We believe AB 3490 
provides the public needed protection with respect to new carriers 
and that, where appropriate, existing carriers- should., meet similar 
standards. 

Second~ the Commission staff has. an on9~inq 
responsibility to investiqate carrier operations tor compliance 

- 73 -' 

• 
. '. ,., 

.. 



•• 

• 

• 

I .. 88-08-046 AL:J/FSF/j •• ALT-COM-JBO 

with Commission requirements and in response to, public complaints. 
Field offices are located throughout the State to fulfill this 
responsibility. We will direct the Commiss.ion staff in the course 
of these investigations to' inspect new carrier driver education and 
tr",ining program records for compliance with State law.. Where 
violations are found the Commission, staff should take steps to 
ensure carrier compliance and recommen,d sanetions- when necessary. 

Third~ the record reflects that some carriers continue to 
operate after the suspension or revocation of their operating 
authority. Although Commission records. indicate which carriers 
hold valid operating authority, this infonnation is not readily 
available to the public. We ):)elieve, the public will ):)e ):)etter 
serve"- an"- proteeted if this information is easily accessible .. 
Therefore, we will p~ovide a toll free telephone number which the 
public can use to verify a carrier's operating authority. 
Adopt~ Regulatory Ehogram, 

Our policy is to, esta):)lish a regulatory program Which 
ensures that carriers provide the pU):)l'ic with competitive and 
nondiscriminatory rates, good serviee, and sa~e drivers and 
equipment. As explained a):)ove, we believe that the ):)est way to 
implement this policy is through tlexible rate regulation and 
stronger noneconomic regulation. Where re9Ulation is not needed to 
achieve this policy" none will be pro ..... ided. Consistent with this, 
the follOwing re9Ulatory program will be adopted: 

COmmon Carrie~ Tariff Rate~ 

Common carriers may individually set rates 
within a zone ot reasonableness without 
further Commission approval. The upper end 
of the zone ot reasonableness is cumulative 
rate increases greater than 10% over a 12-
month period.. The lower bound ot the zone 
isvariablecost$, whic~ are in part 
carrier-specitic~ 
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Collective ratemaking under § 496 of the 
Public Utilities Code and authorization of 
rates outside the zone reasonableness 
require a formal application. 

Rates withdrawn or amendeo within 30 days 
shall have no effect on the 10% upward rate 
limitation, so long as· rates stay within 
the zone of reasonableness. 

All rates shall be filed. with the 
Commission as Tariff Filings and, except 
those which require an application to be 
filed.~ shall become effective 10 days after 
appearing on the Commission's Oaily 
Transportation Calendar. 

The conditions of common carrier service 
and complete eriteria to qualify for rates, 
including discounts, shall be contained in 
each carrier~s tariffs. 

Rates shall be nondiscriminatory. No 
secret codes,. undisclosed discounts, or 
write-in tariffs shall be per.mitted~ All 
discounts shall be identified and cross
referenced in the carrier's tariffs. 

The freight bills of carriers which 
publish c:Iiscounts, must contain: (1) a 
statement that discounts/rebates may be 
applicable,. and (2) the carrier's phone 
n~er and address to· obtain further 
information. 

QQmmQO Catrier CQntraet Rates 

Contract carriers which have common carrier 
authority may enter into contraets for 
common carrier service for a period of up 
to two years without Commission approval. 
Contracts shall be effective 10 days after 
appearing on the Commission's Daily 
Transportation Calendar. 

Common carrier contracts may only provide 
service at rates Which are equivalent to 
the common earrier's filed tariff rate5, 
but may lock in rates over the life ot the 
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contract or provide tor ad'j~stment$ tied to 
specified economic factors. 

All common carrier contracts must be tiled 
with the Commission and are pUblic 
documents. 

Special Cont~ct Rates 

special contracts are only for service or 
under conditions which: (1) are not 
normally provided under common carrier 
tariff rates by any carrier, and/or (2) 
provide for a special~ continuinq 
relationship ~etween the carrier and the 
shipper. Dedicated e~ipment is not 
required.. 

Special contract rates must be higher than 
variable costs, the same as tor common 
carrier rates·. 

Special contracts require Commission staft 
review to insure that a special 
relationship, exists between the carrier and 
the shipper and/or service is not normally 
available under common carrier tariff 
rates. Unless suspended by the Executive 
Director, special contracts shall become 
effective 20 days after appearinq on the' 
Commission's Daily Transportation calendar. 

All special contracts must be filed with 
the Commission and are public documents. 

Su~ension or Rates 

The Executive Director may suspend common 
carrier tariffs, common carrier contracts 
or special contracts one time for an 
additional 30 days~ after which they will 
become effectiv8unless further 'suspenaea 
or denied by Commission order. 

Serv-1s;e 

All common carriers will ~e required to 
provide a minimum service level. of one 
pickup· or delivery per week for all points 
which are served"under the, respective 
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carrier's filed tariffs, if that service is 
requested. :by any sh.ipper. 

Common carriers which serve at the minimum 
service level are encouraged to also offer 
enhanced. service, such as service on 
demand, to small and rural communities. 

Commission staf! will conauct surveys of 
service to· small and rural communities and. 
publish the results. 

Sa~ 

Commission staff will monitor carrier 
driver education and training programs. 

Safety related proqrams and data will ~e 
coordinated with other governmental 
agencies •. 

Commission staff will establish. a toll free 
telephone number for verifying a carrier's 
operating authority. 

Carrier entry requirements established in 
connection with AB: 3490 will be extended, 
where appropriate,. to· existing carriers in 
a future proceeding. 

Onder this regulatory program, common carriers must hold 
themselves out to· serve the general public by filing tariffs in 
accordance with PO §§ 486-, 487, 488:, ana 493 Ca). All common 
carrier tariffs sho\1ld describe accurately and.· fully the services 
offered to the public and provide the specific rate or the basis 
for calculating it for the perfor.manee of those services and the 
related classifications, rules and practices. Tariffs should also. 
be filed and maintained in. a way that allows all users to· determine 
the exact rate applicable to: any given shipment. Furthermore, all 
discounts shall ~e identified along with the qualifying criteria. 
We will enforce the PO' Code prohibitions a9'ainst common carrier .. 
tariffs which are shipper specitic •. 
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Additionally, common carriers which hold contract carrier 
authority may enter into common carrier .contracts and contracts tor 
service not provided under common carrier tarifts, i.e. special 
contracts. Common carrier contracts shall ~e at common carrier 
rates, ~ut may lock in rates,. :be linked to· specific escalation 
factors, and use alternate classification or rating systems. 
However, any classification or ratin~ system must be desiqned to 
produce the common carrier's tariff rates and shall require the 
carrier to· be liable for loss and damage to the same extent it is 
liable under common carrier tariffs. 

Contract carriers as such are not required to hold 
themselVes out to· serve the general pul:>lic, but may enter into 
special contracts. Special contracts are for service or under 
conditions which: (1) are not nomally provided under common 
carriers tariffs by any carrier, and/or (2) provide for a special, 
continuing relationship between the carrier and shipper. Special 
contracts may be eftective on 20 days' notice unless suspended • 
The Exeeutive Director may suspend a special contract prior to its 
effective date if it does not comport with the above criteria. 

Contract carriers which also· hold common carrier 
authority ~y enter into· either special contracts or common carrier 
contracts at their filed common carrier rates. Contract carriers 
may acquire common carrier authority once all common. carrier 
requirements are satisfied. 

All suspensions shall be for not more than 30 days and 
may be initiated either on the Executive Director's own motion or 
atter protest as set forth in G .. O .. l47-B.,. attached as Appendix F .. 
After the suspension period, a contract will become ef~ective 
unless further suspended or denied ~y CQmmission order. ~he 

suspension procedures are similar for all types of carria~e--eommon 
earrier tariffs, common carrier contracts and special contraets. 

In 0_895-75, we specified· the proper.scope of H1qhway 
Contract carrier operations. That decision states. that "'a contract 
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c~rrier must gener~lly h~ve ~ continuing relationship with the 
shipper or shippers it servesW and that Wa continuing relationship 
cannot be predicated upon a single shipment.M The ~ecision went on 
to state that Wa continuing-,relationship, requires that service :be 
provided periodically over a period of time not less than 30 days 
in duration. w 

We do not intend to depart from the definition of common 
and contract carriage contained in 0 .. 89575-, but we will further 
define the proper scope of contract carriage and specify the 
transportation characteristics and shipper responsibilities that 
identify a special contract. 

Most si'mply put" special contracts will be authorized 
where: (1) the transportation services are not provided by any 
carrier under common carrier rates; or (2) there exists a 
continuing- relationship:between carrier and shipper, and the 
contracts provide for meaningful shipper obligations :beyond the 
obligation to pay for services provided .. 

Some commenters to· the Proposed Oecision restated 
arquments that all contracts be conf1dential,. on the g'rounds that 
disclosure of contract terms unfairly releases proprietary 
information to the shipper's; competitors.. Contracts are not now 
confidential. Because ready access to· information encourag'es 
competition and discourag'es. discrimination we will not allow 
confidentiality. contracts shall be publicdocuments~ 

The following' quidelines apply: 
1. A continuing relationship· requires that service be 

required over a peri04 of not less than 30 days and 
include more than a sinqle shipment •. A continuing' 
re~ationship·cannot be pre4icatedupona sinqle 
shipment .. 
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2. The special contract requirement for a meaningful 
shipper obligation can be met by either of the 
following conditions: 
A. A minimum of $1000 per month of delivered 
transportation services, or 
B. Other obligations not described above but which 
call for a substantial shipper obligation of a type 
not found in common carrier tariffs. Examples are 
plant security arranqementsi unusual scheduling 
agreements; guaranteed c1emandr services covering more 
than intrastate operations~ such a$ interstate or 
exempt carriage; and so' forth. We warn carriers that 
staff investigation of these unusual obligations. may 
trigger 30 day contract suspensions by the Executive 
Oirector. Meeting the $1000 minimum will be easier 
to determine within the 20 day' effective date period. 

3. In a special contract a shipper can b. either the 
consignee or consiqnor~ Normally the shipper is 
regarded as the party who- pays the charges for the 
transportation proviaed_ However, the shipper may 
also· be the party who- controls the traffic,. tor. 
example a manufacturer who- ships freight collect to 
dealers of his product. 

4. Carriers must keep· copies of contracts at'their 
offices for the terms o·f the contracts and for not 
less than three years after expiration. 

5. Contracts shall be filed with the Commission and 
shall be public doewnents. 

Subhaulers continue to be classified as contract and 
common carriers and afforded the same regulatory treatment as prime 
carriers.. This is discussed in more detail in the Subhaulers 
section of this decision • 
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'I'here will be no barriers to entry in terms of limiting 
operating authorities, commodities or routes., carriers will be 
allowed to, individually set rates without additional commission 
approval. Common carrier rate increases greater than 10% or 
cumulatively greater than 10% tor the last 12 months, all rates at 
less than variable costs and rates collectively set under § 496 

will require formal applications. 
To, provide for an orderly conversion to our adopted 

requlatory program, we will grandfather under G.O .. 147-8 all rules 
and contracts which are governed by G.O. 147-A and in effect on the 
date of this decision. This will allow general freight contracts 
to remain in effect until their expiration .date or for one year" 
whiehever comes first.. However, within 90 days from the date of 
this decision, all common carrier tariffs" except shipper speCific 
tariffs and rates wh:l.ch include write-:l.n tar1tfs, must conform to 

• 
G.O. 147-:S requirements. 

We will :l.nstruct the Executive Director to establish a 
program which requires shipper specific tariffs and rates, 
including write-in tariffs,. to conform to G, .. O. 147-B. 

As previously discussed all parties agree with our 
primary goal of providing the public with safe" reliable service at 
reasonable, nondiscriminatory rates. Below we show how each of 
these criteria meshes with our adopted pr~qram. 

Satety, Seryic,=§nd Price piscrimination 
The adopted program meets po,licy goals in these areas, as 

4iscussed previously. The program does not conflict with the 
Commission's safety goals, as discussed in the So,tety ADs! Entry 
Requirem~nts section., Flexibility in setting rates will not 
compromise safety as long, as direct enforcement activities are 
given full support. 

We a9ree with the Rigid Rate Proponents that the trucking 
industry is unique in, that it provides a service to- the public over 
public roads. From this we conclude that common, carriers should 
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provide the public with a minimum level ot service. To ensure 
ac1equate and reliable service to small anc1 rural cOllllDunities, we 
will require common carriers to- serve,. at least once per week, each 
community for which they have tiled tarift rates. Service may ~e 
provided directly by the carrier or through arrangements with other 
carriers. Service need not be provided it none has been requested. 

Additionally,. we instruct the Commission statt to conduct 
studies ot service to communities and trattic lanes statewide. 
These surveys should be published and' where problems exist 
recommendations, made tor corrective action. 

Even thoug'h nondiscriminatory rates are a leqal 
requirement for any rate proCJ%'am" price discrimination can exist 
with or without economic regulation. An. economically regulated 
market can lead to· discriminatory pricinq (witness current write-in 
taritfs that result in secret discounts· to shippers) just as easily 

·as one that is unrestrained. To minimize the potential for rate 
discrimination in our adopted' pro9Tam, the tollowing' sateguards 
will be entorced: 

1. All requirements tor discounts must be 
contained in the carrier's tiled taritts. 

2. Common carrier service can only be provided 
at common carrier tiled. taritt rates~ 

3. Common carriers must bill tor services at 
the lowest discounted taritt rate 
applicable. 

4. All common carrier contracts and special 
contracts must be tiled with the Commission 
and 'available tor public inspection. 

5. All taritt and contraettilinqs will be 
noticed in the Commission's Daily 
Transportation Calendar,': 
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lIimits tQ .zone 0: Reas~nablenus 
We have found that in a workably competitive market rate 

flexibility within a zone of reasonableness will provide reasonable 
rates. 

The upper limit to the zone of reasonableness will be a 
cap on rate increases set at 10% over the lowest rates within the 
previous 12 months. After considering recordQd changes in the TFCI 
and likely fl;uctuations under normal market conditions, we find 
that a 10% ceiling on increases over a 12 month period should 
provide sufficient flexib,ility for the zone of reasonableness. The 
10% ceiling will allow a common carrier to increase 'any rate as 
often as it chooses. wi,thin a 12 month period as long as- the total 
of all increases for that rate do not exceed 10%. A common carrier 
will also be able to decrease any rate as often as it likes, but 
any decreased. rate cannot subsequently be increased. by more than 

10% within a 12 month period. Each carrier thus estMlishes- its 
own floor by knowing that no rate can, be increased by more than the 
ceiling_ We warn carriers that efforts to avoid the 10% cap on 
rate increases, for example by making cosmetic changes to tariff 
conditions then claiming that an increased rate is for different 
service,. shall be monitorec:1 closely. Tariff filings. which attempt 
to- subvert the intentions of the zone of reasonableness shall be 
rejected. 

The TFCI was desiqned as a system. to- track cost changes 
for motor carriers of truckload and less-than-truckload general 
freight. The index, which is substantially as prOpOsed by CMA. and 
eTA in Application CA.) 83-11-049, was adopted in 0.86-04-045 and 
went into, effect July 1, 1987. Costs are agqreqated into· seven 
categories each with a surroC)'ate to' measure actual cost chanqes~ 
With the exception of the labor and insurance categories various 
United States Oepartment of Labor~ Bureau of Labor Statistics 
proc:1ucer price indexes (producer price indexes) are used' as 
surroC)'ates for all categories.. The surrogate for labor is 
developed from the Commission's HiC)'hway carriers PrevailinC)' Wage 
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Report (Prevailing Wage Report), and the surrogate for insurance is 
based on the California Automobile Assi;ned Risk Plan. 

A review of Prevailing Wage Reports from 1980 and 
recorded changes in producer price indexes from 1961 indicates that 
yearly increases of 10% are not uncommon. Additionally, Exhibit 4 
in A.83-11-049 (sponsored by CTA and adopted by CMA) calculated an 
11.4% increase in the TFCI for 1981. While annual inflationary 
changes are usually less than 10%, we eonelude from the recorded 
intlationary data and Exhibit 4 in A.83-11-049 that an annual 
ceiling of 10% provides sufficient pricing freedom tor ear.riers to 
reflect normal inflationary variations. 

Having shown that the 10% limit is sufficientl~r flexible, 
we must also be convinced that it provides adequate protection 
against possible market failures. Any upper limit to rates serves 
to, protect against monopoly pricing and predatory pricinq. Because 
entry into- the market is relatively unrestrieted, workable market 
competition by itself prevents monopoly pricing. As discussed 
earlier, competition also protects against predatory pricing, and 
only minimal added protections are needed~ The 10% limit will 
sufficiently limit carrier price increases, especially bGcause in a 
predatory priCing attempt the price increase must follow a decrease 
to drive eompetitors out of the market, and that decrease itself 
lowers the base price to which the 10% is applied'. 

Although the principal protections against destruetive 
pricing below cost are today's stable economy an~ competition 
itself,. we will provide the further protection of a lower bound to· 
the zone of reasonableness. There' is no simple rule stating at 
what point prieing below full lonq run costs becomes destructive. 
A lower limit set at full costs would be overly protective, to the 
point ot being economically inetticient. A full cost limit would 
work t~ support inetticient carriers; the benefits ot competition 
would ~e lost and prices would, rise~ 

In our judqmenta lower limit ot a carrier's variable 
cost is a reasonable protection aqainst destructive prieing
practices ~y both common and' contract carrier$~ We realize that 
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distinctions between tixe~ and variable costs depend on the time 
frame of the carrier.. Economically, the very ~efinition of the 
long term is when all costs become variable, which is an elegant 
way of saying that even long run fixed costs have to~e paid 
sometime. For practical purposes a carrier's fixed costs are those 
assignable to, capital investment and overheads. Variable costs are 
most closely related to day-to-day' expenses such as driver labor, 
fuel, tires and maintenance. Thus a lower limit of variable costs 
will keep a carrier's revenues high enouqh to· pay waqes, fuel and 
tire costs, and maintenance expense~ 

The chosen definition of variable costs should also 
include as much of a carrier's safety expenses as is practical, not 
in support of any economic theory but to' remove trom carriers any 
incentive to operate unsafely. For this reason we will include 
insurance and maintenance as variable costs. We have little 
control over carriers' accountinq conventions for safety-related 
training, maintenance and inspection costs. It is likely that 
these are found in accountinq categories for botbuintenance and 
overheads.. However, we will not insist on including overheads 
within the adopted definition of variable costs solely to· capture 
an uncertain fraction dedicated to safety. 

yari~~le Cost ,aleula~ion 
We have determined that variable costs should include 

driver labor, fuel, 't1res, ~intenance an~ insurance. They will 
not include capital costs and overhead .. 

We choose also to- :make variable costs carrier-specific,
at least for labor, which for most carriers is the largest vari~le 
cost. For other cost elements we will use industry averages. for 
the remainder of 1989 we will set those other costs· based on data 
used to determine the TFCI" which has been adopte~ by the 
Commission. Thereafter we will adopt new values annually, based on 
inputs to, Transportation Division-sponsored workshops. Use of the 
TFCI data set tor the rest of 1989 is more reasonable that delaying 
the entire program until more precis~ figures. are available .. 
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With every tariff filins that chanses rates, a carrier 
~ust tile a completed *FLOOR PRICE, CALCULATION* fo~, whieh is 
attached. to G.O. 147-B. 

The formula used to develop, the form is based on carrier
specific labor costs adj,usted upward to cover industry-wide wase 
adders, plus an aSg'reg'ate figure which includes industry-wide 
averase co:-:;ts for fuel,. tires, maintenance and insurance. For the 
remainder of 1989' the formula is: 

(Driver Labor Cost,. SImile). x (adjustment factor for was. adders) 
... (fuel, tire,. maintenance and insurance costs;, $j:mile) 

- (Oriver Labor Cost per mile), x 1 .. 261 + 0.466 

- Floor Price ($/mile). 

The 1989 data used on the form is derived as follows: 
The carrier's Oriver Labor Cost is system averag'e driver 

wases per mile" to, l:>e determined l:>y the carrier. Annual report 
data should l:>e used to derive the tigure,. or an esti~ted rate can 
be used for owner-operators. 

The factor used to· increase Oriver Labor Cost to, account 
for wase adders includes Social Security (FICA), Fe4eral 
Unemployment Insurance (FOI), State Unemployment Insurance (SOl) 

and workers compensation. The FICA rate for 1989 is, 7.5-1% up to 
$48,000 annual gross, which exceeds most driver income. The FUI 

rate is 0.8% of the first $7000. The SUI rate varies,. l:>ut staff 
cost eng'ineers have consistently used 4.2% of the first $7000 •. 
Workers compensation rates vary quarterly and by industry; the rate 
tor the first quarter of 1989 was 16.95% and we shall use it .. 
Because FOI and SUI costs depend on annual income,. we must estimate 
that figure.. For 1989 we will use prevailins wase data for 
statewicie line haul drivers of five or more axles.: $10.71 base 
hourly wase x 1977.6 ave rase hours per year - $2'1,.180'.10 annual 
income:.. For that income level the overall adjus'b:llent factor equals 
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26.1% of wa;es. That factor is reasonable for use durin; the 
remainder of 1989. An argument can be made that for regularly 
employed drivers FOI and StTI are not variable costs at all, but we 
retain them for now to· give carriers no· disincentives to make 
unemployment payments. 

Oata for other costs are taken from the same data set 
used to calculate th4 'I'FCI,. modified to exclude those carriers that 
did not report vehicle mile& in their annual reports. Average 
costs are shown in Table 3 below: 

TABLE 3 
CALCULAXION OF OTHER COSTS 

---------------------~~-----------~--------~-
Cost Element 

Fuel 
'I'ires 
Maintenance 
Insurance 

Total 

Industry Averaq.~ in Simile 
--------------~~-------~-------Truckload Less-'I'han-'I'ruckload 
--------- ---'---------... ~----.. 

0 •. 177 -
0.033 
0.154 
0.102 

0.466· 

0 .. 18:5· 
0.034 
0.161 
0.092 

0.472 
---~--~-~-----------~---~~------------------~ 

The difference between truckload (TL) and less-then-truckload (Ion.) 

is barely 1% of the total. Alth?uqh this difference should be 
monitored in future years, for 1989 it is reasonable to ignore the 
minor difference and use 0.466 Simile for both TL and LTL 
shipments. The benefits of simplified carrier filings far exceed 
the disbenefits of lost accuracy. If all actual rates were indexed 
by these figures, increased accuracy would be important.. For 
purposes of calculating floor prices, that level of accuracy is 
unnecessary. 

If use of these industry average costs unreasonably 
confines a carrier's rates, it may demonstrate the reasonableness 
of rates below the standard floor price by formal application to 
the Commission. This- type of application should be no more 
burdensome than the current process of cost j usti!ieations, which 

, . , 
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turther convinces us to beqin the adopted program now rather than 
wait until completion of staft workshops on the topic. 

In~entiyes tor C2MMon CAtriage 
We have determined that the. two controls for divi~inq 

incentives betWeen common and contract carriage are the effective 
dates of each type of filing and the applicability of contract 
carria9'e~ 

To assure that an effective common carriage system 
prevails in California~ we will allow tariff filings t~ become 
effective more qu~ckly than special contracts... In his Proposed 
Decision the assiqned AtJ recommended that tariffs be effective on 
the date filed. We agree with the AtJ that the needs of commerce 
require that rates become effective in less than the 30 days stated 
in § 491 •• Carriers must have the ability to respond to- changes in 
costs and to meet competition. However, we will ma~e tariffs 
effective 10 days after notice appears on the Daily Transportation 
Calendar. In this way the staff will have an opportunity to 
briefly analyze the filinqs and seek with the Executive Director 
suspensions before the effective dates, where appropriate. ~he 

reql.lirements for suspension of an effective tariff are 
substantially more rigorous than during the 10 day protest period, 
and we must maintain protections against a proliferation of filed 
tariffs that are incorrect in format or content... The rejection 
rate for tariff filings under the current program is hig~ enough 
that suspension of proposed tariffs must not be made unduly 
difficult ... 

We will maintain the incentive tor common over contract 
carriage by ordering a 20 day .ftective date tor speeial contracts. 
The A!.J recommended 30 days,. but we believe that 20 days,. which is 
10 days more than tor common carrier tariffs, more reasonably 
balances the incentives tor the two types of service. 

The eftectiveness of a competitive common carriage market 
would be degradeo by unnecessary rate and tariff complexity. For 
this reason we aoopt discounting and billing rules that will 
encourage carriers to keep· tarit'fs silnple onel understandable to· 
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shippers. Carriers should not be able to use arcane discountinq 
rules to· hide available discounts from shippers. Tariffs should be 
open and understandable~ not so complicated that actual billed 
rates are determined by shipper savvy instead or the competitive 
forces that drive rates toward costs. 

A number or parties in their comments suggest that common 
carriers be allowed to reduce rates on an experimental basis. 
Experimental rates would provide carriers the opportunity to re~urn 
rates to· their prior level within a 90 day window. Parties argue 
that rates are often reduced in expectation or traffic levels Which 
may not materialize. without the ability t~ return rates to their 
prior level carriers either will not risk ma1d.nq substantial rate 
reductions or will be required to- operate at a loss. 

Although we do not believe experimental rates are 
necessary to safeguard carriers, we will provide carriers with some 

• flexibility in this area. An unrestrained experimental rate 
process could lead to· a plethora of experimental rates and 
jeopardize the inteqrity of the adopted zone of reasonableness. . 
However, we will relax the 10% upward limitation to allow that any 
common carriase tariff may be withdrawn. or amended within JO days 
of its effective date without affecting the 10% ceilinq,. so· lonq as 
rates stay wi thin the zone or reasonal:>leness. '!'hat tariff would 
become the base rate for the 10% ceilinqov~r the ensuinq 12 
months •. 

Common carrier rate increase applieations are now 
typically processed on an ex parte basis~ with a decision issued 
within 60 days from the filinq date. Common carriers can eontinue 
to use this procedure to request rate increases greater than 10%. 
Rate increase applications should contain a request for ex. parte 
treatment, provide justification for the rate increase,. an<.1 
demonstrate that their actions are not predatory. This procedure, 
alonq with the JO day withdrawal option, affords· common carriers 
the opportunity to expe<.1itiously return reduced rates to their 
prior level without compromisinq the "zone of· reasonableness • 
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~ommon Carrier and special ConttAxt Regulations 
As explained elsewhere in this decision and. in the 

general orders, common carrier contracts will be available to 
carriers with dual authority_ This flexibility will allow shippers 
and carriers with continuing relationships to make mutually 
beneficial agreements without the added obligations needed for 
special contracts.. In exchange for the increased· flexib·ili ty the 
parties agree to charge only tariff rates. 

However, we are concerned about abuses of common carrier 
contracts. Without necessary restrictions,.. they could. be written 
to allow rates substantially below tariff rates, for example by 
immediate reductions of rates d.riven by a· declining index. This 
could in turn lead to' unreasonable price discrimination without the 
discrimination protections inherent in common carrier tariffs. ·In 
order to avoid discrimination we will ord.er that common carrier 
contracts may not be amended or the rates therein adjusted below 
the rates in effect at the time the contract is siqned and filed .. 
Thus common carrier contract rates cannot fall below the tariff 
rates on which the contract is based.. Common carrier contracts can 
be amended or extended as lonq as this restriction'is met.. Common 
carrier contracts do· not require a floor price comparison, as the 
tariff rates themselves have already passed that test. 

The quidelines to qualify special contracts insist on 
meaningful shipper obligations.. Such obligations are necessary to 
distinquish contract carriage from contract carriaqe.. Otherwise 
contract carriers· could selectively and untairlycompete against 
common carriers, who- 'are held to· higher standardso·f rates and 
service. 

This still allows much flexibility, but not to ~e point 
that the contracts become substitutes for common carriage. Common 
carriers hold themselves out to serve the public. With that 
obligation come higher standards of protection against pri~e 
discrimination, a protection not required of contract carriers. We 
intend to- keep that distinction in mind in any future e~orcement 
actions against contract carriers who· actually-will serve any 
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shipper without a special relationship. We will set no artificial 
limits on numbers of contracts that can be held by a sinqle 
contract carrierr that tlexibility encouraqes us to enforce 
carefully the special relationship' requirement. 

We choose the service minimums that substantiate the 
special relationship with the intent to allow tlexibility. For 
most contracts we expect that the' shipper's obligation will be most 
easily met by the minimu.m service measure of $1000 per month. This 
limit is low enough to· allow small carriers t~ participate While 
being large enough to guarantee more than a single shipment on most 
routes. other obliCJations can be used to· meet the te~t when they 
are supported in the carrier's filing. 

It is not our intent that the $·1000 per month create any 
*take-or-pay* obligations for shippers. However, a shipper failing 
to· take that amount of services will mean that the carrier no· 
longer meets the requirements for special contract approval. 

'Onder the current regulatory program contracts are 
limited to a one year term.. We will retain that one year limit, 
but will allow annual extensions of contract terms by letter notice 
to the Commission. 

Monitoring 
We have discussed at length our preference tor a 

regulatory program which provides carriers with rate flexibility. 
Although our adopted program includes a nwnber ot safeguards to 
ensure carrier rates are reasonable, we believe a monitoring 
proCJram should also be established. A monitoring program will 
provide us the opportunity to identity and correct any mar)cet 
failures in a.timely tashion. 

ORA and CPIL are the only parties that address a 
monitoring program. Both recommend certain monitoring aetivities 
be adopted. CPIL sUCJgests the following program to- arm the 
Commission with information and expertise, but that we should 
intervene cnly when necessary to. resolVe a market flaw: 

1. Continuous monitoring' ot the degree of 
competition within relevant. product and 
geographic mar)cets~ 
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2. Sophistic~ted studies of cost f~ctors for 
efficient carriers by type,. size anc:1 
volume. 

3. Surveillance of rates charged, and 
evaluation of substantial d.eviations from 
prior rates. 

4. Strict scrutiny of r~tes in sectors lacking 
competition. 

5. Comparison of r~tes with cost-based rates. 

6. Active investigation of rate levels for 
predation .. 

ORA also· proposes an ongoing ev~luation of market and 
industry conditions.. Their proposal requires the Tranzportat10n 
Oivision to prepare and submit reports on the following: 

1. Number and type of rate filings .. 

2 • Direction and degree of rate movements. 

3. Operating 'authority data and trends .. 

4. Cost and operational changes. 

S. Truck-at-fault accident data. 

6. Number, nature and disposition of 
complaints and protests .. 

ORA and CPIL·have recommended a number of monitoring 
activities that are interesting in understanding the trucking 
ind.ustry, but do not directly influence our primary goal--safe,. 
reli~le service at re~sonal:lle,. nondiscriminatory rates_ The 
monitoring activities that we consider important to· safeguard our 
goal are discussed below. 

First,.. we will continuously monitor the degree of 
competition and quality of service within small and rural 
communities and other traffic lanes· as necessary. Obviously, this 
activity is designed to· spot potential market failures in the most 
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vulnerable locations. ~e number and type of public complaints 
tiled with the Commission should be used as a qui~e in determining 
which communities ana tratfic lanes to target. Tbe current 
complaint procedures provide valuable information in many areas 
such as poor or inadequate service,. discriminatory rate or service 
practices,. and predator.:r or destru.ctive behavior. Complaint data 
should give a strong in4ication where turther investigation is 
needed. 

second,. the reasonableness ot rates in tratfic lanes and 
communities statewide sbould be reviewed and.recommendations made 
when correctiVe action is warranted. 

Third~ truck-at-tault accidents and· other related satety 
data will be monitored to provide vital intormation concerning 
safety in the trucking industr.:r. 

The responsibility tor this monitoring program will be 

assigned to the Commission stat!~ 
We will not besitate to modify or rescind this decision 

it changed circumstances cause rates to become unreasonable and 
compromise the responsibility of the CO'mlnission to- ensure just and 
reasonable rates. 

Statutory Authority tor Ad~ed PrQgt~ 
contract carriers 
In united States Steel COtp, v, Euhli~ Util~ies 

commission, 29 Cal .. 3d 603, 60S (,19S·1), the calitornia Supreme 
Court reiterated that PU § 3662, governing contract carriers~ 
~vest(sJ in the commission discretion to· set .minimum rates, maximum 
rates, or no· rates at all.~ (Citing eTA VIPqC, 19 cal •. 3d at 246-
48'. ) U I S I Steel turther states: 

that refusal to· impose minimum rates (is) 
permissi~le when the record tail(sJ to 
demonstrate 'an obvious or persuasive need in 
the public interest' or that 'the rates would 
not have a meaningful effect on 'the 
transportation involved .. ' In addition, .... 
exemption from rates (can) ~o' j'usti!ied When 
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'the exemption would not lead to destructive 
rate practices.' 

Our a~opte~ regulatory program for contract carriers does 
not include either maximum or minimum rates,. although it does 
include a variable cost floor for carrier set rates. As discusse~ 

above,in the Destructive Competition section, in light of current 
economic conditions we ~o· not expect the ~estructive rate practices 
o~ sixty years ago· to· recur. Thus we have conclUded that rigid 
protections against destructive rate practices are not necessary 
and that the industry only needs regulatory protection against 
extreme circumstances. As discussed above in the ~imits to Zone of 
Beasopap1eness section, our variable cost floor will therefore 
provide sufficient protection against destructive pricing
Accordinqly~ we conclude that -- with the variable cost floor in 
place -- a rate exe~ption, for contract carriers of general freight 
is justitied because it will not lead to· destructive rate 
practices.. The floor is explicitly applied to special contract 
rates. Common carrier contract rates have already passed the test 
l:leca'use the floor price applies to- the tariff rates behind the 
contracts .. 

Commission-set maximum rates are li~ewise not necessary 
for the contract carriage of general freight because, as discussed 
above, competition will restrain unreasonably high prices. If a 
carrier's rates are too high, other competitors will take the 
business. Indeed, our current requlatory program tor con~raet 
carriers ot general freight alread.y reflects· this reality, as it 
likewise does not set any maximum rate$~ In short~ the recor~ 
fails to demonstrate "an obvious or persuasive need in the public 
interest" for the setting' o·t ma~im\Ul1 rates ~ 

'1'0 the contrary,. the record demonstrates that the public 
interest will be' served by freeing carriers of general freight from 
unnecessary maximum and minimum rate requirements and instead 
allowing them to· respond efficiently to-market conditions .. If 
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carriers must respon~ to unnecessary regulatory requirements, 
rather than market ~emand tor their services, they will operate 
inefficiently with the atten~ant risks o·f oversupply, waste ot 
resources t and stifling ot innovation .•. 

In sum, we conclude that under the present circumstances 
we are justitied in exercising the discretion we have under PO 
§ 3662 to set neither maximum nor minimum rates tor the cOZltract 
carriage of general treight,. an~ instead require only that carrier 
set rates not tall below a variable cost floor. This rate system 
is in the public interest and will not lead to destructive rate 
practices. 

COmlllon Carri~a 

While contract carriers are s~ject to PO § 3662, common 
carriers, with their obligation to· serve the p~lic in a non
discriminatory fashion, are subject to· a somewhat different 
statutory scheme.. PU § 45·1 requires common carriers to charge just 
and reasonable rates.. As this Commission has previously stat~~: 

There is a zone ot reasonableness within which 
common carriers, so long as statutory 
restrictions are not transgresse~, may and 
shoul~ exercise ~iscretion in establishing 
their rates. The upper limits of that zone are 
representeC1 by the level at which the rates. 
Would be above the value of the service, or be 
excessive.. The lower limits are tixe~,. 
generally, by the point at which the rates 
would fail to contribute revenue above the out
ot-pocket CvariableJ cost ot performing the 
service, would cast an undue burden on other 
traftic, or would be harmtul to- the public 
interest. Rates at the upper limits of the 
zone may be ter:me~ maximum reasonable rates; 
those at the lower limits ot the zone may be 
termed minimum reasonable rates. 
(Investigation ot Reduced Rates tor 
Transp0rtatioD' or Bulk Cement, SO Cal. P.U~C. 
622, 632-33 (1951) ... ) 

- 95 -



•• 

• 

'. 

I.S8-0S-046 ALJ/FSF/j •• ALT-COM-JBO 

Our adopted program for common carriers inclu4es a 
varia~le cost floor to prevent rates from 4ropping ~elow this zone 
of reasona~leness. As discussed. just above, this floor provides 
protection against d.estructive rate practices. Moreover, rate 
d.ecreases within this zone should not ~cast an un4ue ~urden on 
other traffic." competition will prevent a common carrier from 
decreasinq some of its rates and then trying to charge other 
traffic unreasonably high rates to make up for the decrease. If 
the carrier tries to' charge this other traffic unreasonably high 
rates,. competitors will take away the business. Furthermore, as , ' 

explained above,. freeing highway carriers from unnecessary- rate 
requlation will not harm the public interest,. b~t rather serves the 
public intere~t by allowinq carriers to respond. efficiently to· 
market cond.itions and. thus avoid. problelns·of inefficiency, 
oversupply, waste o·f resources,. and the stifling of innovation. 
Accord.ingly, we conclude that the less than ma~imum reasonable 
rates permitted by this decision are required by the needs of 
commerce and the public interest. 

. Our adopted. program tor common carriers relies on both 
competition and the 10% limit to· keep rates from rising to· 
excessively high levels. As explained above,. it a common carrier 
tries to raise its rates to an excessive level,. competitors will 
take the business away by o~terin9 more reasonable rates. In 
addition, our adopted. program prohibits a common carrier from 
increasing a rate ~y more than 10% within any 12 ~onth period., 
unles$ it tiles a tormal application. The tormal application 
process will ensure that the reasonableness of larger rate 
increases will be subject to more detailed sC2:'\1tiny .. 

In short~ we conclude that our adopted regulatory proqram 
for common carriers. of general freight will keep their rates within 
the zone ot reasonableness .. 

PU § 454 provides that no-, common carrier shall increase 
any rate or so'alter any classitication, contract,.. practice, or 
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rule as to result in an increased rate, except upon a showing 
before the commission ancl a finding by the commission that the new 
rate is justified.2 As outlined above~ this proceeding has shown 
that common carrier rates under our adopted requlatory proqram fall 
wi thin the zone of reasonableness. Accordingly ~ we find'· that the 
new and inereased common carrier rates approved ~y this decision 
are justifiecl. 

Our adopted rate flexi~ility ~rogram allows common 
carrier rates to ):tecome effective 10 days after the carrier's 
filing appears on the Commiss:i.on's Oa:i.ly Transportation Calendar. 
As pointed. out ~ove, under PO'" § § 4.55- and 491" for good cause the 
commission can allow rate ehanges on less than 30 d.ays.' notice by 
an order which: (1) specifies the changes to ~e made, 
(2) i4entifies when the changes will oecur, and (3) sets forth the 
manner in which changes shall be filed and published. Here, as' 
explained in the section Incentives tor Common Carriage, there is 
good cause for allowing these changes 'to become effeetive on less 
than'30 days notice in order to allow eommon carriers to respond to 
market conditions as rapidly as pOSSible,. While still ensuring 
complia~ce with our regulatory requirements. As we have said 
before, all other thingG ~eing equal" a system which permits 
carriers of general freight to respond· to· the. <1emands and.·. 
constraints of a competitive market is a better system. OUr order 

2 PU § 454 states,that Nle1xcept as ptpvided in SectioD . , 
ill, , no, (common carrlerJ shall chanqe any rate or so alter any 
classification Cetc.J as to result in a new rate except upon a 
showinq ~efore the commission and a findinq by the commissionH 

(emphasis added). Ho~ever,. § 455 per.mits rate schedules, 
classifications,. contracts, practices~ and rules not increasinq or 
resultinq in an inerease in any rate to· qo- into· effect without any 
such showing or finding. Thus, § 4$4· only requires such ~- showing 
and tindin~ where there is a rate increase. ' 
constitutlon, Article XII,.. § 4,. contains a ~uDstantiallY identical 

requirement., ' 

.. 
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meets the further requirements of § 491; G.O. 147-B (attached as 
Appendix F) identities when rate chanqes can occur, specifies the 
chanqes that can be made, and sets forth the lnanner in which rate 
chanqes shall ~e filed. and published. 

The precedinq discussion concerning common carrier rates 
and. notiee periods also applies to· common carrier contracts. 
Althougb common carrier contracts can only be otfered by common 
carriers that also, possess contract carrier authority, eommon 
carrier contract rates are based on common earrier rates and are 
sUbject to' a 10 day notice period. 

Subhauling 
Although a number of parties commented on this issue the 

three most active parties were Lou Filipovich (Filipovieh), 
Teamsters, and Fischer. Filipovich and Teamsters for different 
reasons recolTllnend subhauler rate regulation through a division of . 
revenues between the prime carrier and the subhauler. Fischer 
recoxnmend.s a leasing program similar to the ICC'''s be established • 
other recommendations run the gamut from no, change in the current 
program to· cost-j'ustified. sul:>hauler rate schedules.. The positions 
of these parties are discussed below. 

Filipoyich 
Filipovich, an independent operator, is authorized to 

operate as a highway common carrier in California and has over 40 
years' experienee in transportation.. Filipovich cites an extensive 
historical background ot proceedings in which subhauling has been 
addressed without resolution and urges the Commission to,aet in 
this decision. 

Filipovieh believes the very nature of subhaulers as 
small businessmen with limited resources has eaused them to· be a 
traditionally und.errepresented. class... The parties with financial 
resourees to· participate in regulatory proceedings usually have no 
incentive to' address subhauling. This results'in an unregulated 
subhauling system in a requlated transportation industry'..'I'he 
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solution Filipovich presents ~oule require carriers that engage 
subhaulers to pay all revenue billee the shipper,. consiqnee or 
party paying the freight bill, to· thesU):)hauler who·per!orme4 the 
services .. 

t~am$te;r;:s 

Teamsters argues that while there has always Deen a true 
entrepreneurial elass. of subhaulers, in the era of eeregulation 
there has been a tremendous increase in the use ot owner-operators 
working exclusively tor one carrier. For the most part, these 
owner-operators provide' nothing more than a low cost alternative to 
employee drivers. By using owner-operators, pr~e carriers can 
avoid such expenses as maintenance,. insurance, fuel and Social 
Security taxes.. They need not De concerned with i~vestin9 in new 
equipment, purchasinq fuel, maintaining costly satety programs, or 
covering owner-operators under workers compensation, unemployment, 
or disability insurance systems. Nor are they required to withhold 
income taxes trom the compensation owner-operators receive~ 

Teamsters references ORA's sU):)hauler study, Exhibit 14, 

produced for the Harcn, 1988 en bane hearing on trucking requlation 
as the only empirical study of the financial condition ot qeneral 
freight subhaulers. This study paints a vivid picture of the 
evolution of a one-time small and viable class of entrepreneurs 
with a particular market niche into a large qroup of exploited. 
drivers running permanently unprofitable operations. 

The stuey found two distinct classes of subhaulers. 
Approximately 71% of subhaulers earneQ all revenues from subhauling 
and S·O% of these worked.. exclusively for one prime carrier,. while 
the remaining 29% engaged in subhauling to· supplement their 
earninqs as prime carriers. The study also· compared prime carrier 
costs t~ those ot s~haulers ana found them to, be muehlower; 
likewise, the study founa subhaulers earn much lower revenues:. 

"'Certain variable costs (fuel,. tires, 
maintenance) Qf operating a truck make up the 
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'running cost'. These costs are roughly 
comparable for overlying earriers anQ 
subhaulers. Total costs, in contrast, are 
significantly ciifferent •.•• When subhauler costs 
are adjusted to· include compensation for 
driving labor, they are still 30-40% lower than 
the average overlying carrier cost. 'I'his 
difference is large enough to suggest that 
other significant costs are understated. 
Average revenues for sUbhaulers are 37% less 
than avera~e overlying carriers revenues. The 
size of th~s difference suggests that 
subhaulers' revenues may be less than their 
fully allocated (long-run marginal) costs."" 
(Ex. 14, p. iii.) 

Teamsters conclucles from this that sUbhaulers must pay 
themselves less than the industry average for employee drivers, an4 
at the very least are an inexpensive substitute for labor. 
Teamsters' witnesses testifiecl that this lower wage level may be at 
or even below minimum wag-e,. given .the nwnber of hours owner
operators must stay on the roacl to remain financially viable • 
Clearly, this. has an impact on the labor market. Between 1978 and 
~9S6 the percentage of total general freight haulecl by subhaulers 
increasecl from 20% to 30%. Finally, Teamsters claims sUbhaulers 
have very limited· bargaining- power; rates are dietated to them on a 
take-it-or-leave-it basis. 

Teamsters is eonvincecl that sUbhaulers compete with 
employee clrivers· for wo~k because prime carriers are able to shift 
their operating costs to subhaulers. Given. that workers 
compensation insurance averages approximately 17% of payroll, 
employers' contribution to Social Security tax 7.5%, and 
unemployment insurance another several percentage points of gross 
income~ the immediate incentive to use sUbhaulersis apparent. !he 
incentive is so great that some carriers reach beyond· what is 
law!ul to, designate employee drivers as independent 'contractors .. 
Thus, subhaulers function to depress the wages. and working 
condit:i.ons o·f employee drivers •. 
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'1'eamsters believes that subhaulers should compete against 
other carriers, not aqainst employees and the Commission should 
regulate them as it does other carriers. Its rules should mandate 
that the relationship be consistent with that of two indepcnde~t 
businesspersonsw 'I'herefore, Teamsters suggests the follow:inq 
changes in the current regulatory program: 

1. Require all carriers earning ~ore than 
$50,000 in revenue file annual reports. 

2. Require all carriers see:king operating 
authority to aemonstrate they have 
sufficient operatinq capital and cash flow 
to enable them to· remain in ~usiness for at 
least 90 days. 

3. Establish a cost-justified sUbhauler rate 
schedule which reflects a prevailing wage 
component, maintenance/" fuel, taxes, 
insurance costs and overheads peculiar to 
subhauler operations. 

4. Increase the bonding limit in G.O. 102-K to 
an amount proportional to the n~er ot 
subhaulers a carrier em~loys, and increase 
the bonding claim period from 60 days to 6 
months. 

~ 

CoMA adVocates treating subhaulers like any other contract 
carrier. '1'0 the extent that a prime carrier is not willing to 
enter into a true, fully contractual relationship with a subhauler, 
the prime carrier/subhauler relationship should be equivalent to a 
shipper/carrier relationship, or the subhauler should become an 
employee of the prime. This procedure would offer subhaulers a 
more stable and enforceable relationship with prime carriers. 
Subhaulers could also- publish their own tariffs and operate as 
common carriers. CMk believes this proposal would widen the sales 
optio~s and. generally improve cond.itions tor sU}:)haulers. 

FisCher 

- 101-



•• 

• 

• 

I.SS-OS-046 AI.:J/FSF/~ •• ALT-COM-J:BO 

Fiseher states there is insuffieient evi~enee on which to 
base any conelusions that would. impose a commission-set formula tor 
sharing the revenue between a prime carrier and A'sUbhauler. 
Fischer identities two types of subhaulers~ The first is a true 
sUbhauler; one who- deals with a n~er Of prime carriers and the 
public in an etfort to build. up- business. Ultimately" that 
subhauler will red.uee its subhauling activities and increase its 
direct service to- the public. 

Fischer characterizes the second type of sUbhauler as an 
owner-operator. The owner-operator contracts long term with a 
prime carrier, does not move from' carrier to carrier, 'has no, 
contact with the public and. is controlled by the prime carrier. 
operating authority is held by the owner-operator only because it 
is required by the Commission. Fischer contrasts this with the ICC 
where no, authority is required tor the owner-operator to enter into 
a long-term equipment lease with the prime carrier. 

Fischer argues that the evidenee in this proceeding shows 
owner-operators do not wish to- be employees, nor do prime earriers 
wish them to' be employees~ However, consistency is needed between 
the interstate treatment and the intrastate treatment Of the owner
operator/prime carrier relationship. Therefore, Fischer 
reconunends:. 

1. The exis.ting subhauler class of carrier be 
maintained, but redefined as an operation 
where the subhauler contracts with the 
prime carrier, on a shipment-by-shipment 
basis and eannot ~nter into- conseeutive 
contracts with the same prime carrier tor 
more than 30 days. 

2. The leasing regulations tound in G.O. 130 
be amended to- provide that a carrier ean 
lease equipment from a noncarrier owner
operator with driver tor not less than 30 
days and the lessee takes the exclusive 
possession and control of the vehicle. 

M),ke Conrotto Trucking (conrgttol 
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Conrotto en~a~es sUbhaulers exclusively and finds the 
current r~gulatory pro~ram burdensome and discriminatory for 
carriers that en~a~e subhaulers. Cost justification procedures are 
difficult because sUbhauler cost data is almost impossible to 
collect;: many sUbhaulers a're small operators with inadequate 
records. This hinders Conrotto's al:>ility to, obtain reduced rates 
and. results in lost traffic.. Conrotto believes the current 
regulatory program should be abandoned. 

Southern California Motor pe1ivehY. Anc. (SCMP) 
SCMO testified that the current regulatory pr~ram will 

not sustain a healthy motor freight infrastructure and lists the 
following specific problems with respect to, subhaulers: 

1~ Inadequate compensation. 

2. No, guaranteed payment provisions. 

3. Inability to, estal:>lish rates • 

4. Difficulty in obtainin~ workers 
compensation insurance. 

SCMD predicts dire consequences for the industry unless 
the sUbhauler is recognized as a distinct class of carrier. To 
improve the situation, SCMO suggests the Commission require .....ritten 
agreeme:'lts Which provide sUbhaulers with:' (1) an enforceable 
payment procedure, (2) a Commission establiShed compensatory rate 
level, and (3) a wage higher than the prevailinc; wage level. SCMO 
also recommends a Commission-mandated policy for workers 
compensation coverage .. 

~ 
eTA recommends establishment of cost-justified subhauler 

rate schedules which use prevailing wage data and require the prime 
carrier to pay according to the sUbhauler's rate schedule. 

DRA. Coalition and..Dedieated Contract Carriage. Inc. 
These parties see subhaulers as stabilizing faetors in 

the ~eneral freight sector and ar9Ue that the existinqproqram 
. " 
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provides adequate protection tor the subhauler. Subhaulers balance 
operations, allowing prime carriers to, adjust to the ,ebb and tlow 
ot demand without committing scarce capital to equipment that may 
sit idle during periods ot low demand. 

Additionally, Oed.icated contract carriage, Inc. believes 
the current requlatory program worb in the best interests ot :Doth 
carriers and the p@lic. The public has acces.s to, sate" relia~le. 
service at reasonable rates., Subhaulers are protected against 
prime carrier abuses without the burden ot economic requlation. 

PisQ,lss.ion 
The regulation ot subhaulers (also known as owner

operators,. independent contractors or underlying carriers) has been 
the subject ot considerable controversy since the enactment of the 
Highway Carriers Act in 19'35-. At the center ot this controversy is 
the lack of'certainty with respect to, the operating authority 
required for performing subhaulinq services or the status of the 
carrier engaging. a su:Ohauler. A major part of the difficulty is 
that all types of subhauling are lumped together for regulatory 
purposes, even though there is a great diversity in practice. 
c;.o. 102 defines a subhauler as: 

" ••• any authorized carrier who renders service 
tor a prime carrier (prinCipal or overlying 
carrier), for a specitied recompense, tor a 
specitic result,. under the control ot the prime 
carrier as to the result of the work only and 
not as to the means by which such result is 
~ccomplished. This term includes sub
subhaulers in appropriate cases." 

0.91247 requires a California intrastate sUbhauler ot 
qeneral treiqht to hold operating authority issued by this 
Commission. 

"Subhaulers are subject to requlation under 
Oivision 2, Chapter I, otthePublic Utilities 
Code." (0.91247~) 
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No 4istinction is made ~etween subhaulers and prime carriers in 
securing or maintaining operating authority; ~oth have the same 
regulatory requirements.. Also, G .. O .. 1:30 requires a bona fid.e 
employer-employee relationship between the lessee and the driver or 
drivers of any lease<:1 motor vehicle when leasS.nq between carriers. 

No requirements. equivalent to 0'.91247 or <;· .. 0. 1:30 exist 
for interstate commerce. Interstate carriers 40- not need operating 
a\lthority to be engaqe<:1 by another carrier, and. can lease a motor 
vehicle and driver together witho\lt the driver having an employee
employer relationship· with the lessee.. However, the lessee 
(overlying/prime carrier) when operating in CAlifornia must 
register, desiqnate a process ag-ent,.and file evidence of insurance 
with this Commission. 

the diversity of subhaulinq practices rang-es from an 
occasional en9'ag-em~nt to·tu1l-tiltle S\lk)}laulinq .. Typically, 
subhaulers work either on an irreqularbasis to supplement the 
prime carrier's fleet or permanently as a part of the prime's . 
fleet. 

Interestinqly, little seems to have changed with respect 
to subhauling in over fifty years. The followinq excerpt from 
D .. 42647, dated March 22, 1949, is equally relevant today: 

HThe record shows that there are many kin<:1s of 
subhaulinq. Some operators are exelusively 
subhaulers; thousands of others perform 
subhaulinq occasionally or with parts of their 
fleets... Subhaulers may be owner-drivers, or 
may be large fleet owners.. Subhauling may 
involve a complete transportation service,. or 
may cover any portion o,t the service. All of 
the witnesses were in agreement that subhauling 
provides a method whereby available vehicles 
and. d.rivers may be utilized to ad.vantage where. 
needed.. It was shown that the practice Was 
well esta~lished prior to' enactment of the 
Highway Carriers' Act and the City Carriers' 
Act in 19:35-, and that it has not diminished in 
ilnportance.H (D .. 42647 ,,48 CPO'C 577) . 
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There is a growing concern that the use of sUbhaulers 
working exclusively for one carrier is merely a low cost 
alternative to· employee drivers. Teamsters and other parties 
presented testimony that prime carriers exploit sUbhaulers to avoid 
or reduce prime carrier costs for maintenance, equipment, 
insurance, fuel, Social Security taxes and safety programs. 
Teamsters argues that the savings from the avoidance of workers 
compensation insurance ,. unemployment insurance and Social' Security 
taxes exceed :.lO% of payroll costs. 

This leads us to· the following poliey consideration. 
Should the Commission provide rate regulation tor sUbhaulers to 
protect su~haulers from exploitation ~y prime carriers, and/or 
protect employee drivGrs from competition? 

Filipovich is the primary party supporting protection 
from exploitation for sUbhaulers. He proposes protection through 
the regulation of su~hauler payments. Teamsters recommends a for.m 
of rate regulation for s~haulers, ~ut to- protect employee drivers 
from competition. Also, Teamsters proposes additional protection 
for the pu~lic and su~haulers ~y increasing the bonding 
requirements for prime carriers that engage sUbhaulers. 
Specifically, Teamsters proposes that prime carriers should have to 
o~tain a ~ond for each sUbhauler that is used rather than the -
current system which requires only one )jond regardless of the 
number of subhaulers used. Under Section 5· of (;..0 .. 102-H, 

subhaulers must be paid within 15· days. Therefore, each sUbhauler 
may be exten~ing credit to· the prime carrier for that amount of 
time. Teamsters. ~elieves a single $·15,.000 Qond is inadequate for a 
p~ime that may employ many sUbhaulers. Teamsters recommends the 
bonding requirement ~e proportional to- the number of carriers used 
but not necessarily on a one-for-one ~asis. 

In considering su)jhauler regulation we should. not forget 
the Commission's legislative mandate to· protect the public :by. 

ensuring safe,. reliable service at reasona:ble, nondiscriminatory 
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rates. Requlation ot subhaulers clearly furthers th~$ goal, an~ is 
appropriate. With the exception of revenues from-transportation 
performed, our current requlatory requirements for s1ll::lhaulers are 
the same as for prime carriers. 

Although we share Filipovich's and the Teamsters' 
coneerns over the plight ot subhaulers and. employee driVers, there 
is insuftieient evidence to· warrant their protection in all subhaul 
arrangements. This is eonsistent with our conclusion in prior 
sections that we should only protect the trucking industry if it 
furthers our goal to protect the p1ll::l1ic. . 

However, tor the public's protection~ we are convinced 
that formulas to divi~e revenues between prime carriers and 
subhaulers under various- conditions should.be established so that 
subhaulers are assured adequate revenues-to conduct their 
operations in a sate lnanner. The A!.J's proposed decision would 
have adopted a division of revenues which mirrored the system 
adopted by 0 .. 5·2388 and 0.S8440 for the dump truck inc1ustry • 
However, several parties commented that the general freight and 
dump truck industries have many dissimilarities.. 'l'hese parties 
recommend an independent investigation into· this matter. We agree 
that turther hearings are necessary to' establish an appropriate 
diviSion of revenues between subhaulers and prime carriers and will 
sehec1ule additional hearings to acldress this issue. The further 
hearings will inelude cons1deration ot exemptions or limitations 
for less-than-truckload earriage and other subhauler issues. With 
a di visicm o,t revenues scheme in plaee we see no· need. for subhauler 
rate schedules as recommended by Teamsters. 

We will also cons;i.cler in the further hearings Fischer's 
recommendation that intrastate leasing re~irements for e~ipment 
a~dd=ivers be aliqned with the ICC requirements. 

We will continue to classify subhaulers as either common 
carriers or contract carriers.and require them to· meet the same 
entry and til'inq, requirements as prime carriers • 
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This record shows that a):)out one-third. o:f subhaulers work 
exclusively :for one prime carrier. Teamsters charges that this 
practice is nothing more than the prime using the subhauler as a 
low-cost alternative to employee drivers. Other parties seethe 
practice as a stabilizing :factor in the general :freight ):)usiness, a 
balancing of operations that might otherwise require prime carriers 
to invest in equipment that would have a low usase and thus raise 
rates and, ultimately, consumer prices.. We will not interfere in 
this quite natural economic relationship· between entrepreneurs, 
even though one side~ the prime carriers, may have an ad.vantase. 
We recognize that we cannot cover every conceivable base. Even if 
we try, past experience shows there is no· end to the ingenioUS 
devices the carrier industry can come up with to· thwart tight 
requlation. 

Concerning the prime carrier's responsiblility for makin~ 
sure that a subhauler driver is qua1i:fied, we ncte tMt pp 1063.5 
and. 35.5-3 already require prime carriers granted operating authority 
after Oeceml:ler 31, 1988 to, *reqularly check the driving records of 
all persons, whether employees or subhauletp, operating 
vehicles ••• requiring a class 1 driver's license, .. * (Elnphasis added) 

On the issues of carrier demonstration of financial 
ability on application for a permit and decreasing the gross 
revenue level requirement for filing of annual reports, we find the 
present rules adequate. The present requirement that applicants 
for permits show 4S days of working . capital and a 90-day pro'fit "and. 
loss projection appears quite adequate r particularly if the 
app,licant is a potential sUbhauler. This allows more persons to 
apply and thus furnish the industry with a larger pool of subhaul 
carriers. The present annual report cutoff of $500,000 gross 
operating revenue helps keep the Commission's paper work at a 
manageable level and yet provides us with the information and 
controlneed.ed to· ef:fectively· monitor the in<.'lustry' • 
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A recommendat;Lon was lnade that subhaulers be considered 
contract carriers. We find this suqqestion has no merit in view of 
our position on the need for subhaulinq as. a stabilizinq factor in 
the industry. 

Finally, we see possible merit in reviewinq subhauler 
bondinq requirements for prime carriers and will direct the 
Commission's. Transportation Division staff to issue a report within 
180 days addressinq the suqqestions of the parties. 

Collectiv$ Ratemakinq 
The U.S. Supreme Court ruled in Southern Motor Carrier 

Conference, 471 'O'.S. 48 (198$) (Southern Motor), that private 
action is immune from federal antitrust laws if it is pursuant to a 
clearly articulated state policy and is actively supervised by the 
state. PO § 496 establishes the leqal basis for allowinq antitrust 
immunity in California. The Co~ission may approve collectively 
set rates and rules if they are tair and reasonable and not 
contrary to· pu~lic policy. Collective aqreements must allow for 
independent action by individual members, and cannot be' used tor 
both rail and truck transportation, except when settinq joint or 
throuqh rates. The poolin,q or division of traffic is forbidden 
unless it is in the interest Of the pub,lic or fuel economy and will 
not restrain competition. 

In accordance with G.O. 154, collectively set rates and 
rules may only be filed by rate bureaus which are non-profit 
orqanizations.. The rate bureau must file a for.mal application 
includinq the bylaws of the orqanization, a membership, list, an 
orqanization chart" an~ a verified statement indicating whether or 
not, the membership currently includes both rail and' highW,,"y 

, 

carriers. CUrrently, eight ~ate bureaus have authority from the 
Commission to collectively file rates·. 

~ 

DRkrecommends that collectiveratemak1nq be retained for 
common carriers. ORA states that a consolidated ef·fort red.uces 

-109 -



• 

• 

I.88-08-046, AJ.J/FSF /j .. 

carrier costs for negotiating, calculating and setting rates, and 
preparing and filing tariffs. In a totally rate deregulated 
envirorucent, ORA believes that collective' ratemaking would be 
undesirable. Finally, although ORA comments that collective 
ratemaking may stifle or hinder competition, it notes that the 
legal requiremer~t of independent carrier action within a bureau 
reduces this concern. 

~ 
C~A proposes retaining the current program for approving 

collective rates. It also proposes requiring that all common 
carrier rates be filed through a rate bureau granted PU § 496 
antitrust immunity. Carriers would retain the right to, independent 
action. Within bureaus, proponents of rate changes must be either 
member carriers whose traffic is affected by the rate change or 
affected freight bill payers. 

COAlition 

~he Coalition d'oes not support collective ratemaking, and 
recommends bureau functions be limited to administrative areas and 
record keeping. If not restricted to these functions, Coalition 
would require rate bureaus to show that a collectively set rate is 
market driven and does not constitute an abuse of market power. 
~he burden of proo,f in a. coxnplaintinvolving a rate bureau should 
be on the rate bureau .. ' 

~ 

CWTB is a rate bureau approved by the Commission to 
perform collective ratemaking activities.. CWTB is concerned that 
DRA's proposal to allow increased rate freedom will 'undercut its 
ability to make collective rates. Specifically, it is concerned 
thatDRA's proposal will not provide/the active supervision' 
required in Southern Motor .. 

~ 
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CMA supports the current rate ~ureau policy ~a$Qd on the 
assumption that they can perform valua~le functions for small 
carriers which compensates for their non-competitive effect. 

~ 

CLFP ~elieves collective ratemaking could lead to 
collusion. It suggests that the Commission end anti-trust immunity 
tor rate ~ureaus. It collective ratemaking continues,. rate ~ureaus 
should have the burden of proving that .acollectively set rat'e is 
market driven. 

~, 

WMTB is an authorized rate bureau. WMTB believes that 
complete deregulation would render collective ratemaking useless .. 
However, it the Commission retains regulatory control, it reqUests 
that any new regulatory program articulate an active' supervisory 
role by the Commission over collective ratemakinq • 
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NSS~ 

NSS'I'C recommends that rate bureau increase applications 
be tiled at least 30 days before the eftective date ot the rate. 
Rate increase applications would be accompanied by <1a't:a j.ustitying 
the increase. The Commission .would retain the ability to· approve, 
suspend or revoke an inerease before it qoes into- effect •. 

~iss:Jlssion 

We aqree with O~that there are administrative 
efficiencies associated with' rate bureaus. We also find that 
independent carrier action within rate bureaus minimizes the 
adverse impact that collective ratemakinq can have on competition. 
There tore ,- we will retain the current collective ratemald.ng 
requirements includinq the requ-irement that all collectively set 
rates. must be filed. by tormal application with appropriate 
justitication. 

credit Rule 
G .. O. 155· governs the collection of charges by common and. 

contract carriers subject t~ G.O. 147-A. The current rule allows 
carriers to, extend credit for up to seven ciays, excluding Sundays 
and legal holidays, following presentation of thefreiqht bill. 
This provision of G.O. l55- was intended to- prevent the lIlanipulation 
of rates f e.q., no interest loans and discriminatory practices, and 
simplify shippers' and carriers' aceountinc; practices-.. 

The Coalition and CMA recommend eliminatinq the credit 
rule as an unnecessary requirement.. They arc;ue that carriers can 
l:le more etfic::ient if allowed to- set their own. rules. DRA proposes 
that carriers be given the.latitud.e to' extend cred.it tor a 
"reasonable period ot time", but does not define the tem 
reasonable~ 

NSS'l'C supports the current credit rule because the wide 
variety of credit terms and policies offered by ICC carriers has 
led. to' confusion.. NSS'I'C prefers uniform credit rules over a 
multitude ot carrier payment plans. Several other parties support 
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the entire current requlatory program, but none identified the 
credit rule as a separate issue. 

In the interest of uniform payment procedures and 
simplified rates, we will maintain the current credit rule in 
G~O .. 155, but extenci the time within which carriers are required to 
present the freight bill froln 7 t,o l5 days.. The additional time is 
provided to allow sUfficient time for the freight bill to· be 
pr~cessed and received. However, for special contracts we will 
provide contract carriers the flexi:bility tomod.ify the credit 
terms in G.O. lSS·. Contracts which do not specify credit terms 
will be governed :by G.O. lS·S·~ With adequate justification 
inCtividual carrier!: can request d.eviations from. the \1nitormeredit 
rule. Revised G.O. l5-5· is attached as Appendix cr .. 

We will entertain turther testimony on credit rule 
effects on s1.ll:lhaulers in our upcomin9 subhauler hearing'S ,_ should. 
any party wish to raise the issue • 

Elt9tronic Data InterchAnge 
This issue was resolved on an experimental basis in D.89-

04-049, d.ated. April 12, 1989-. We support the use of electronic 
data interchange as a means to' improve efficiency in transportation 
markets.. Our only concern in D.89-04-049 was that data necessary 
to· verify the circumstances ot a given shipment be retained in 
retrievable torm.. We will take no, further action on the Subject in 
this decision, except to suqgest that the next convenient 
individual application tor authority to· use electronic data 
interchange be used to resolve generically the outstanding issues. 
The completeness o't any upeominq applieations. and. the availability 
of the transportation Oi vision report order,ed in D .S-9-04-049 should 
determine which proeeed.inq is appropriate. ' 'l'he statt report is due 
no· later than Fe:bruary 11,- 1990. 

IWRlementation Issues 
Transition from the current regulatory program to· the 

adopted program has been diseussed in several places throuqhout 
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this decision; we will summarize our actions here. New tilinqs for 
common carrier tariffs, common carrier contracts and special 
contracts can be made immediately. Within 90 days. all common 
carrier tariffs must be revised, if necessary, to- contoa to new 
G.O. 147-B, except for shipper specific tariffs and' rates which 
include write-in tariffs, which must be teainated under a proqram 
to be established by the Executive Director.. All rules and 
contracts now in effect Day continue in effect until their 
expiration. The current maximum term for contracts is one year. 
'Onder the new proqram the one year limit is retained,. }:)ut contracts 
may be extended tor sUbsequent one year periods. 

staff will hold workshops before the end ot 1989 on the 
nwnerical inputs to the tloor price work, sheet, tor the purpose of 
recommendinq to the Commission values to, be adopted for calendar 
1990. Staff may also hold workshops throuqhout the state to· 
introduce the new requlatory proqram, at its discreti~n. 

Inherent in the adopted proqram is some deleqation of 
authority to staff. The deleqated authority is reduced from 
deleqations in the current proqram. Specifically, statf is not 
beinq deleqated any authority to make judqments concerninq the 
reasonableness of rates. Staff will, however, 1I1aintain its d.uties 
to check rate and tariff filinqs for correct format and for the -few 
rate and service limitations teinq imposed'.. Staff will not have 
direct authority to· suspend any tilinq, but must present such 
requests to the Executive Director, who has the authority to 
suspend tilinqs for one 30 day period.. Within that period. staff 
must prepare and support Resolutions for formal Commission action 
on further suspensions or rejections. The procedures for 
investiqation and suspension of rates in eftect re~in unchanqed; 
the standards tor such suspensions have chanqe~~ however, to comply 
with the adopted proqram. 

As specified in the qeneral orders, pUblic protests to 
any filings must toll,ow the Commission's Rules ot Practice and. 
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Procedure. We retain this protest procedure to allow due process 
to aggrieved parties. At the same time we recognize that the legal 
resources of transportation industry parties may often limit or 
discourage such protests. We therefore encourage staff to continue 
to work cooperatively with parties wh~ make oral or informal 
inquiries about rate and tariff filings that affect their 
interests. 

Finally~ California Trucking Association's (CTA) brief 
addressed the admissibility of EXhibits 40 and 52. CTA argues that 
the ALJ erred in admitting these eXhibits. While we stand behind . . 
the ALJ's ruling, it is important to, note that this decision does 
not rely on the evidence contained in either exhil:>it • 

. 
We are convinced that~ based on the record,. our program 

is in the pul:>lic interest, consistent with the provisions ot the 
Constitution and the Public Utilities Code, and yields rates that 
are ::lust and reason~le. G·.O .. 80-C and 147-:e., attached as 
Appen~ices C an~ F, respectively~ have l:>een revised to reflect the 
adopted regulatory program discussed .above. ~he following table 
outlines, the ratemakinq features otthe.adopted program. 
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Common carrier Ra~es 

Increases 1/ 

File - Tariff filing with TD 

Notice - Transp6rtati6n 
Calendar 

Protest Period - 10 days 

Approval - N6~e if less than 
10\ increase over 
past 12 months 

Effective - 10 days 

Decreases 

• 

File - Tariff filing with TO 

Notice - Transportation Calendar 

Protest period - 10 days 

Approval - None if rate above 
floor price 

Effective - 10 days 

" • TABtE .. 

"OOPTRO RRGt.JIA"l'ORY PROGRJ\M 

Coiaton carrier contracts U 

Al1 Contracts 

File - Contract with TO 

Notice = Transp6rtation 
Calendar 

Protest period -10 days 

Approval - None it rate 1s ' 
above floor price 

Effective - iO days 

11 New rates must be above floor price. 

ZI Dual authority required. 

• • 
Special Contracts 

H • , 
<> 
<p 
<> z:. 
0\ 

,.' ....... 
Al1 contracts t 

File - Contract with TO' ~ 
Notice ..: Tra"nsp6rtiltion C: 

calendar 

Protest period'- 26 days 

Approval - NoJieft above 
floor price ']./ 

Effective - 20 dAYs 

~ 
I 

¥ g 
J.I Executive "Director may suspend"for 30 days if special relationship is not demonstrated. 
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Findings ot Fact 

1.. On ,December 16·, 1987 an order was issued which set en 
bane hearings to' consider the State~s regulation ot the for-hire 
trucking industry. 

2. En banc hearinqs tor all sector& of the trucking 
industry were held in San Francisco on March 10 and 11, 1988 and in 
Los Angeles on March 18, 1988. 

2.. The Commiss:i.on issued I •. 88-08-046 on Auqust '24, 1988. 
4. I.8S-0S-046 identified the Commission's regulatory 

objectives tor the general freight trucking indust~ and invited a 
thorough re-examination of the current'requlatory system. 

5, • . Prehearing conferences Which established the procedural 
rules for the proceeding were held on September 14~ 1988 and 
October 17, 1988. 

6. Fitty-tour days ot evid~ntiary hearings commenced on 
November 7, 1988 and conclud.ed. on February 24,. 1989. 

7. Two Clays of public comment hearings were held, one in 
Los Angeles on December 5·, 1988 and the othl!r in San Francisco on 
December 12, 1988. 

8.. 0.86-04-045" dated April 16·,. 1986 adopted the present 
rate regulation program as represented. in G.O. 80-B,. 147-A, and 
155,. 

9. G.O. 147-.\ implemented a system of carrier-made rates, a 
rate window, rate exempt dedicated equipment contracts, imposition 
ot a Truck Freight Cost Index (TFCI), and' a procedure for the cost 
justification ot reduced rates. 

10.. Under G.O. 147-A common carrier general rate increases 
require a formal application to determine whether ~~e carrier"s 
financial condition justifies the request. 

11. Common carrier rate increase applications typically are 
processed on an, ex parte basis with a decision issued within 60 
days fr.om the tiling ~ate • 
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12. Un~er G.O~. 147-A rate decreases do· not require formal 
applications. Instead carriers may file cost justification filinqs 
which; (1) demonstrate that the rates will qenerate sufficient 
revenue to contribute to the carrier's profitability, (2) are 
accompanied by a summary of financial data, (::3) include the 
prevailinq wage standard in the labor cost element r and (4) meet 
specific provisions g-overning- the use of sul:lhaulers. 

1::3. G.O. 141-A provides a rate window' which allows com:non 
carriers to chanqe rates a maxim.um of S% above or S% l:>elow their 
base rate. Base rate chang-es re~ire a cost justifieation filing. 

14.. Under G.O. 147-A carriers are allowed. to- ma]c;e minor 
chang-esin contracts and tariffs without cost justification or 
tormal application. 

lS.. Under G~O. l47-A a carrier can temporarily reduce rates, 
effective inunediately, to meet the rates ot a competing carrier it 
it currently handles the traffic. 'l'he reduced rates must be 
followed by a cost :j'ustif1cation within 60 days .. 

16. Under G.O. 147-A a carrier whieh does not currently 
hand.le the traffic cannot meet the rate ot a competing carrier~ '1'0 

accomplish this change the carrier must file a cost justification 
and receive approval prior to redueing the rate .. 

17. Under G .. O. 147-A the 'I'FCI measures annual industry-wide 
changes in carrier operatinq costs and adjusts earr1er base rates •. 
Adjustments to· l:>ase rates are mandatory if the ehan~e in the TFCI 
is g'reater than 1% (plus or minus) and pe:missive it less than 1%. 

18. Under G.O. 147-A contract carrier rate increases do not 
require justifieation, or approval~ and new common carrier$ may file 
rates at existinq generally applieable cownon carrier (GACC) rates 
without cost justifieation. 

19. Under GMO. 147-kdedieated contracts otfer contract 
carriers Which dedieate equipment to· one shipper the ability to 
charge any rate, sUl:>j eet to' a pro·tital:>ility test • 
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20. Under G.O. 141-A to pass a profitability test a carrier 
must: (1) have an expense ratio- (expenses divid.ed. by revenues) of 
less than, 100%, and. (2) pay not less than the commission"s 
prevailing wage s.tandard or demonstrate that its labor expenses 
compare favora~ly with the·~FCI. 

21.. Under G~O .. 147-A common carriers cannot meet the rates 
of contract carriers without an approved cost justification tiling. 

22. Und.er G.O. 147-A common carrier rate filings and 
contract filings with rates below GACC rates~ except tor dedicated 
contracts, new rate filings, and. rate window filings, are listed in 
the Commission's Daily Transportation Calendar. 

2:3. Under G .. O. 147-A the waiting periods tor carrier-set. 
rates to become etfective are: 

On the date filed .. Rate window filings, me-toos, 
standard contracts at or above GACC rates, and 
ded.icated contracts. 

~en days after tiling .. Initial tariff filings by 
new carriers. 

Thirty days after calendaring .. All other 
filings, unless protested. .. 

24. Shippers are frustrated over the current requlatory 
program's rigid requirements for the classification and rating of 
commodities, and over their inability to implement a simplified 
rating system and contract program. 

25. ~he current regulatory program irihibits the 
iInplementation of silnplitied. contracts and rating systems which 
would provide some shippers the opportunity to· more effiCiently 
manaqe and monitor their transportation costs. 

26. The current regulatory proqram first places the burden 
on the carrier to· cost-justify its rates~ and. then. on the 
~ransportation Division staft to analyze and. evaluate the carrier's 
justification. ~hj,s, is a costly and. inefficient procedure •. 
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27. cost justifications often take three to four months to 
process. 

28. Cost justifications are often rejected if they are 
inconsistent with previously' accepted filinqs. 

29. The cost justification proce~ure is difficult to 
predict, su:bjective,. resul,ts in: fictitious traffic studies, can be 
manipulated, and uses prevailinq wage data instead of actual la:bor 
costs. 

30. :Knowle~9'eable carriers are able to use the current rate 
program to qain competitive advantaqe. 

31. Authorization of dedicated contracts as a tool to allow 
rate flexibility has limited usefulness. 

32. Exclusive use limitations on carrier equipment ean cause 
equipm~nt to be used inefficiently. 

33. CUrrent use of the' 'l'CFl forces mandatory rate increases 
that would not otherwise occur, inserts time lags which. hinder 
ne9'otiation of contracts and discounts,. incorporates averages an~' 
proxies in place of available actual data,. and is administratively 
burdensome. 

34. Write-in tariffs allow secret, shipper-specific rates. 
35. Write-in tariffs prevent free access to, information 

which would foster competition if it were available to, other 
shippers and carriers. 

36. Many common carriers do, not have or understand write-in 
tariffs. 

37. Common carriers without write~in tariffs are at a 
competitive disadvantage. 

38. write-in tariffs are not evaluated for cost 
justification or discrimination and can result in unjustifiea 
discriminatory prices. 

39.. Carriers must now already carry a given freight item 
:before they can match other carrier rates without" cost 

, " 

justification. 'l'his restriction stifles competition.: 
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40. In a workably competitive market, it enough 4eman4 
exists at prices which will compensate carriers for their costs, 
then carriers will serve that market. 

41. Three conditions, are sutticient to demonstrate that a 
market is workably competitive: (1) there are many buyers and 
sellers in the market," (2" entry and.' exit trom the market is 
relatively easy, and. (3) buyers and sellers have ready access to 
rele~ant information. 

42. The evid.ence in this proceeding's shows that there are 
many buyers and sellers in the intrastate general freight trucking 
market .. 

43. carriers seeking' authority from this Commission tor the 
transportation of general frei9ht by for-hire truck need only meet 
certain fitness and. financial requirements and pay a $500 filing' 
fee.. Entry is not restricted based on the number or capacity ot 
currently regulated carriers. 

44. The capital costs ot entering the intrastate general 
freight market are minimal, and capital :risks are small. 

45,. Transportation equipment and terminals have, multiple 
uses and can easily be sold or leased. 

46. The costs of entry or expansion can be largely recovered 
upon exit trom the general treight market .. 

47. Reqular business relationships produce much. relevant 
competitive intorlnat·ion. Further access to informatio:l'l can be 
encouraged ~y regulatory program elements. 

48. The intrastate qeneral freight trucking marXet is 
workably competitive .. 

49. Carriers which price their services above cost will not 
survive because other carriers will ~e able to take business from 
them. Carriers wh.ich price ,their services below eost will not 
survive because they. will tail to' earn a·reasonable return on their 
investment. 
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50. Carrier failures due to poor manaqement and irrational 
pricin~ are a natural consequence in a competitive mar~t~ 

51. In a workably competitive ~arket rate flexibility within 
a zone of 
efficient 

5·2. 

reasonableness will provide reasonable rates based on 
carrier operations and is in the publie interest. 
Price tlexibility provides carriers the freedo~ to ali~n 

prices ~ore closely with costs and· enables well-manaqed and 
efficient carriers to earn a reasonable return on investment~ 

, 

53. If a zone of reasonableness adequately proteets shippers 
and carriers aqainst unreasonably high or low rates then all 
nondiscriminatory rates within the zone are reasonable~ 

54. Testimony on the record claims that to be reasonable 
rates must protect aqainstpredatory pricing and destruetive 
pricing below costs. 

55·. An upper limit to a zone ot reasonableness ot maxi~um 
percentage price increases within a given time period will protect 
against predatory pricing • 

56. At the lower end o·! a zone of reasonal:>leness floor 
prices will protect aqainst destructive prieinq,below costs~ 

57. All prieinq below full costs is not necessarily 
d.estructi ve •. 

5S. Carrier-speCific variable costs are reasonable floor 
prices tor the lower end of a zone of reasonableness. 

59. It is reasonable to allow carriers rates outside a zone 
of reasonableness if it can be shown that the rates will not cause 
predatory pricing or destructive priCing :tlelow eosts. 

60. A moving period of 12 months with a 10% upper limit tor 
common carrier tarift and common earrier contract. rate increases,. 
alonq with a lower limit of variable costs, interaets:with carrier 
priein9' incentives to create a zone of reasonableness in a workably 
competitive market. . 
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61.. Rates outside the zone ot reasonableness may be 
reasonable, but individual findings upon a showing before the 
Commission are necessary .. 

62. In a workably' competitive mar~et no further protections 
against monopoly priCing or unreasonable shipper clout are 
neeessary. 

63.. This record contains no useful definition of destructive 
competition. 

64.. Ouring the Depression of th~ 19205 and 1930s the 
destructive pricing practices observed were eaused by the economic 
eonditions ot the times, not competition itself. 

65. 'rhere is no demonstrated need to- adopt specific 
regulatory prote,ctions against destructive comp~tition, beyond 
incentives that ~ates be eost based. 

66·. 'rhere is a need. to· protect against the unli~ely 
possibility ot destructive priCing practices caused by severe 
eeonomic eonditions or earriers setting rates substantially below 
costs. 

67. The adopted regull).tory program provides necessary and 
SUfficient protections against destructive pricing practices. 
These protections are the wor~ings of competition allowed under a 
flexible rate program and the variable eost floor price applied to· 
both common and,contract carriers~ 

6S. No eonvineing evidence was presented that predatory 
pricinq would exist in the California intrastate market if earriers 
have pri~inCJ flexibility within a zone of reasonableness. 

69. Predatory and monopoly prieing would be foreclosed if 
there were restraints on. substantial price changes and protections 
that the market remains.workably eompetitive • 
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70. The adopted regulatory program provides necessary and 
sufficient protections against predatory pricing. These 
protections are the 10% limit on common carrier rate increases, the 
variable cost floor price for common and contract carriers,. and 
protections that the market will remain workably competitive, 
namely no restrictions to· entry and exit,. and rules that promote 
ready access to intormation. 

71. Due to· the size and number ot their shipments,large 
shippers can o·tten :be served by carriers at lower' cost than small 
shippers. 

72. No party supports discriminatory pricing without cost 
justification, as definecl in PO §§, 4S3, 461_5-, 494,. and 3662. 

73. If rates are confined to a zone of reasonableness, then 
individual cost justifications are not needed to prevent price 
discrimination. 

74. The adopted regulatory program provides necessary and 
sufficient protections against common carrier discriminatory 
pricing. These protections are prOhibition against shipper
specific rates and discounts, prohibition o·f secret rates' and 
discounts, availability ot a protest procedure, public notice of 
rate filings,. and rate flexibility 'itself, which encou:rages 
workable competition. 

75. Protections aqainst price discrimination by contract 
carriers are not necessary because contract car:riers do· not hold 
themselves out to serve the p~lic.. However,. the workings ot 
competition will provide some protection. 

76. The adopted regulatory program allows. tiling of formal 
applications Which give parties the opportunity to· show that any 
common carrier rate is not discriminatory or will not cause other 
pricin~ abuses even if the rate is outside the zone ot 
reasonableness. 

77. Ser'lJ'ice to small and'rural communities is affected by 
level of. rates carriers, can charge • 
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78. The adopted minimum level of common carrier service of 
one pickup or delivery per week upon request provides adequate 
service to market segments that might not be served otherwise. 

79.. No protections for provi4ing minimum levels of service 
for contract carriers are necessary because contract carriers do 
not hold themselves out to serve the public. 

80. The Legislature has stated that the use of public 
highways for the transportation of property for compensation is a 
business affected with a public interest and the Commission should 
ensure just, reasonable, nondiscriminatory rates and saf." reliable 
service. 

81~ Competition within a zone of reasonableness will produce 
just and reasonable rates., 

82... Authorization of a zone o·f reasonableness along with 
other regulatory restraints will pro~uce future rates that are just 
and reasonable .. 

83. Cost justifications of individual rate filings within a 
zone of reasonableness are not necessary and are not in the public 
interest. 

84. 'rhe large number of intrastate carriers in calitornia 
makes cost jus.tification of individual rate filings burdensome and 
ineffective. 

85. The balance of incentives for common and contract 
carriage can be reasonably controlled by setting different 
eftective dates for two· types of carriage and by restricting the 
applicability of contract carriage .. , 

86. To be useful to carriers a zone of reasonableness must 
permit raising or lowering of prices to respond to market 
conditions. 

87. 
reasonable 
record can 

Use of the data set used to calculate the 'I'FCI is 
tor purposes ot setting,· floor prices until a further 
be developed •. 
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as. Recorded d~t~ indic~tes that annual increases in excess 
of 10% ..... ould not ):)e uncommon 'lor the TFCI an<:l producer price 
indexes. 

89. A 10% limit on common carrier rate increases reasonably 
balances flexibility required to change rates in response to, cost 
and market ch~nges, and protections against predatory pricin9' .. 

90. A variable cost floor price for common and contract 
carriage assures that carriers are compensated for driver ..... ages; 
required unemployment insurance,. workers compensation and SOcial 
security taxes; and insurance, tire and maintenance costs. 

91. A variable cost floor price does not compromise highway 
safety .. 

92. The needs of commerce require that conunon carr1er and. 
contract rates be made effective on less than 30 days' notice. 

93. Ten days' notice is a reasonable tilne for review and. 
protest of common carrier tariffs and cOmlnon carrier contracts. 

94. Twenty days' notice is a reasonable time tor review and. 
protest of special contracts. 

95. Allowing common carrier rates to become effective more 
quickly than special contracts, along with the adopted special 
contract eligibility rules, reasonably ):)alances flexibility 
required to' change rates in response to' cost and market changes, 
and incentives to' maintain ~n effective, viable common carriage 
system in California. 

96·. To, prevent discrimination it is necessar,r that conunon 
carrier contract rates not decrease belo..... the tariff rates in 
effect- at the time the contract is s.igned and' filec.., 

97. The adoptee. common carrier contract requlations provide 
fle~i:b,ili ty of service terms Which increase market efficiency __ 

98. Public filin~ of common carrier rAtes and all eontracts 
encourages competition and., discourages-price cliscrimina.tion, and is 
therefore reasonable~ 
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99. 1'0 prevent contract carriers trom untairly competing 
aqainst common carriers it is necessary to, require that contract 
carriers have special relationships with shippers. 

100. The necessary and' SUfficient conditions to demonstrate a 
special relationship are a continuing relationship and a meaningful 
shipper obligation beyond the obligation to' pay for services 
provided. 

101. An aqreement that extends at least 30 days and requires 
more than a single shipment is sufticient to demonstrate a 
continuinq relationship. 

102. An obligation by a shipper to provide more ~n a sinqle 
pickup or delivery and to use at least $1000 per month of 
transportation servic:es is a meaningful shipper obligati,on. 

103. CP1L and DRk recommend that a monitoring program be 
imple-mented to' provide the Commission withintormation and 
expertise to intervene in market-se,t rates cnly 'When necessary tc 
resolve market flaws. . 

104. The adopted monitoring program is sutticient to protect 
against unforeseen market flaws and is therefore reasonable. 

105-. The adcpted requlatory program. does not unreascnably 
delegate authority to the Transpcrtaticn Division or the Executive 
Director. 

106. Under the adopted regulatory program ultimate authority 
for approval of all rates remains with the Ccmmissicn. 

107. Under the adopted regulatory proqram the Executive 
Director is deleqated the authority to suspend for cause and. tor no 
more than :3 0 days any rate" taritf or contract til'ing.. No further 
authority over rates or rules is d.elegated. 

lOS. The adcpted requlatory proqram allows for publie 
protests of all proposed rates an(! tariffs, and for fcnal 
complaints about all rates and tariffs in ettect. 

109. The adopted regulatory program provides just and 
reascnable rates, and is, reascnable • 
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110. Recently enacted State legislation has siqnificantly 
strengthened safety regulation. 

111. S13 2'5·94 (Stats. 1988, Ch.. lS09) put into effect 
commercial driver license requirements from the Federal Commercial 
Motor Vehicle Safety Act of 1986· (Title XII of PL 99-570) • 

112. AB :3490 (S·tats •. 1988, Cn. 1175·) specified additional 
entry requirements for new intrastate regulated motor carriers. 

ll:3. AB· :3489 (Stats. 1988, Ch .. 916) fo:malized· the 
CHP/commission suspension process for unsafe. carriers. 

114. AS 2706, (Stats. 1988,,' Ch. l5-86.) established schedules 
for CHP- terminal and equipment safety inspections and mandated 
certain commercial driver license related requirements. 

115. SB 2876 (Stat5- .. :'988, Ch. 159) mandated: additional CHP 
roadside safety inspections and a report on an incentive program 
tor sate drivers .. ' 

116. CH? is responsi~le for enforcinq the rules of the road, 
settinc:; satety standards for commercial earrier operations and 
inspectinq carrier operations. 

117 .. The Commission has responsi):)·ili ties to ensure· that new 
carriers are financially tit and a):)le to conduct sate operations, 
and to· coordinate satety entorcement with other state ac:;encies .. 

l18.. OMV' is responsi~le for licensinq standards and 
procedures. . 

l19. The Oepartment of Health Services is charqed with 
reqisterinq carriers of h.azardous waste materials and enforcinq 
special hazardous waste transportation rules. 

120. Because riqid rate requlation causes significant costs 
and adverse impacts in a worlcably competitive marlcet, its- retention 
is justified only it substantial safety ~ene!its would ):)e qained. 

121,.. Carriers will not necessarily spenclprof:i.ts on satety.; 
each carrier allocates operatinq revenues :i.nits own ~est interest • 
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122. The rigid rate requlation proposals in this proeeeding 
do not demonstrate that rigid rate requlation direetly ilnproves 
highway safety. 

123. Direct enforcement action is more effective than rigid 
rate regulation in enforcing safety laws and good safety praetices. 

124. Some carriers continue to operate after suspension or 
revocation of their operating authority. 

125·.. Transportation Division reeords whiel:l identify earriers 
holdin9 valid operating authority should be made readily available 
to the publie. 

12'0., Over the past few years there has been a siqnifieant 
increase in owner-operators workinq exclusively for one earrier. 

127. A Commission staff report shows that 71% of subhaulers 
earn all revenues. from subhaulinC)' , 50% of those work exclusively 
for one carrier, and ano~her 29% engage in subhauling to· supplement 
their earnings as prime earriers~ 

12S. Between 1978, and 19S6 the pereentage of total general 
freight hauled by subhaulers inereased from 20% to 30%., 

129~ Beeause of the larqesaving a prime carrier ean make in 
employee contributions" there is a strong incentive to· use 
subhaulers. 

130. All types of subhaulinq are lumped toqether for 
regulatory purposes, even thouqh there is a great diversity in 
practice, and this cau~es lack of certainty with respect to 
operating authorities required. 

13l. D. 9l2'4 7 requires a California intrastate subhauler of 
general freight to hold operating authority from the Commission. 

132. The requirements for operatinq authority in California 
are the same tor prime earriers and subhaulers •. 

133~ (';.,0 .. 130 requires a bona fide employer-employee 
relationship between the lessee and' driver of any 'leased vehicle 
whenleasinq between carriers.' 
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l34. Requlation ot leasinq arranqements are ditterent tor 
carriers regulated by this Commission and those regulated by the 
ICC. 

l35. Tbere is a growinq concern that the use ot subhaulers 
working exclusively tor one prime carrier is a low cost alternative 
to employee drivers. 

l36·. Some prime carriers exploit subhaulers in order to cut 
costs ot operation and employee ~enetits .. 

137. Prime carriers who use subhaulers save more then 30% in 
payroll costs ~y not havinq to pay compensation insurance, 
unemployment insurance, and Social Securi~y taxes. 

138. A tormula to equitably divide revenues ~etween prime 
carriers and su~haulers is necessary to, insure that subhaulers have 
adequate revenues to conduct their operations in a sate manner'. 

139. The present record does not provide enouqh tacts on 
which to ~ase a tormula tor the division ot revenues between prime 
carriers and subhaulers •. 

140. I~ a division of revenue scheme were in place tor prime 
carriers and su~haulers, there would· be no, need tor subhauler rate 
schedules. 

141. The practice ot subhauling is a stabilizing tactor in 
the qeneral treight transportation ~usiness Which tends to. keep· the 
cost ot transportation down. 

142. 'Under the PO' Code, prime carriers are required to check 
the driving records ot all subhauler drivers who require a class 1 
driver license. 

143. Present Commission rules concerning financial 
intormation required to qrant a permit and the revenue level at 
which an annual report must ~e tiled by carriers are adequate tor 
regulation ot general freight transportation .• 

144.. Present subhaul bond requirements. tor prime carriers may 
not· adequately protect subhaulers. 

145. G.O .. 155- provides a uniform credit rule tor carriers .. 
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146. Retention of the current credit rules in G.O. 155, 
amended to increase to 15 days the time for common carriers to 
present freight bills to shippers, will provide the public with 
reasonable uniform. payment procedures and SilUplified :z::ates. 

147.. PU § 496 authorizes the Commission to- approve 
collectively set rates and rules if they are fair and reaSOnable 
and not contrary to pUblic policy. 

14S. Rate bureaus must file an application for approval of 
collectively set rates. 

149. Retention of current collective ratemakinq practice will 
allow rate bureaus to perform. valuable functions for small carriers 
without jeopardizinq workable competition in the market. 

150. O.S9-04~049 adopted. the use of electronic data 
interchange on an eXperimental basis. 

151.. Because no· currently approved contracts extend. beyond 
one year, it is reasonable that contracts now in e!feet :be allowed 
to continue until their expiration •. 

152. With the exception of shipper-specific tariffs· and rates 
which include write-in tariffs, all common carrier tariffs can be 
reasonably made to· conform.: with G.O. 147-:s. within 90 days of the 
effective date of this decision. 

153. Due to the complexity of the situation it is reasonable 
to defer any decision On compliance of shipper-specific tariffs and 
rates which include write-in tariffs. with G.O. 147-B, pendinq 
receipt of a proposed proq:t:am from the Executive Director. 

l54. ::t'his decision does not rely on evidence in EXhibits 40 
and. 502. 

15-5·. G.O. 147-BI' attached as Appendix F, identifies· when rate 
changes can occur, specifies Which chanqes can be made, and sets 
forth the manner in which rate changes can be filed and: published .. 

15<5. Because it is. in the public interest to-make the adopted 
regulatory proqram. effective as soon as .poss.i:bler this· order should 
be effective today.' 
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157. Our current requlatory program tor contract carriers ot 
qeneral freight does not set any maximum rates~ 

158. In light of current economic conditions 'We ~o not expect 
the destructive rate practices of sixty years ago to recur. 

159. Rigid protections against destructive rate practices are 
not necessary~ the industry only needs requlatory protection 
against extreme circumstances. 

160. Our variable cost floor price provides sutficient 
protection against destructive pricing. 

161. With our variable cost floor price in place, a rate 
exemption for contract carriers ot general treiqht is justified 
because it will not lead to des:tructive rate practices .. 

1&2. If carriers must respond to, unnecessary regulatory 
requirements,. rather than market demand for their ser.r:i.ees" they 
will operate inefficiently with the attendant risks of ove~supply, 
was,te ot resources, and stifling ot innovation. 

l63. Competition 'Will restrain unreasonably high prices for 
the carriage of general freiqht~ if a carrier's rates are too high, 
other competitors will take the business away by offering more 
reasonable rates. 

164~ Competition will prevent rate decreases permitte4 by our 
adopted regulatory program trom casting an undue ~urden on other 
traftic. 

165. Commission-set maximum rates are not necessary for the 
contract carr:i.age of general treight ~ecause competition will 
restrainunreasona~ly high prices. the,record tails to demonstrate 
an obvious or persuasive need in the public interest for the 
setting' ot max'imUln rates,. 

l66. Freeing carriers of general treight from unnecessary 
rate regulation, including maximum and minimum rate requirements, 
will not harm the public interest..: Rather it wil'l serve the public 
interest by allowinq carriers to, respond efficiently tOllUlrlCet 
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con~itions and avoid problems of inefficiency, oversupply, waste of 
resources, and the stitling ot innovation. 

167. We are justitied in exercisinq the discretion we have 
under Public Utilities Code § 36,62 to· set neither maximum. nor 
minimum rates tor the contract carriage ot general freight, and 
instead require only that carrier set rates not fall below a 
variable cost floor price. This rate system is in the public 
interest and will not lead' to· destructive rate practices .. , 

168. Our adopte~ proqram tor common carriers includes a 
varial:>le cost floor price to: prevent rates from dropping below 
reason~le levels .. 

169. The less than maximum reasonable rates permitted by this 
c1ecision are required :by the needs of cownerce and' the public 
interest .. 

170. Onder our adopted regulato~'program for common 
carriers, competition and the 10% limit will keep· rates from rising 
to· excessively high levels. 

171. Our adopted regulatory program for common carriers of 
general freight will keep their rates within the zone of 
reasonableness. 

172. The new and increased com:mon carrier rates approved by 
this c1ecision are j'ustified .. 

173. There is good cause for allowing common carrier rate 
changes to become effective on less than 30 days notice in order to. 
allow common carriers to- respond to· market condi tionsas rap,idly as 
possible,. while still ensuring compliance with. our regula.tory-' 
requirements .• 
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Conclusions ot k w 

1. Artiele XII of the constitution and the various Public 
Utilities Code Sections discussed in this decision permit the 
commission to' authorize carriers rate flexibility :based upon an 
anticipatory finding' that wor~able competition exists. in the motor 
carrier industry. 

2. The Commission's complaint and protest procedures 
coupled with the zone of reasonableness adopted in this decision 
act effectively to prevent unreasonable rate changes. 

:3 • The constitution provides SUfficient latitude to 
implement a requlatory procedure that incorporates the zone ot 
reasona~leness adopted in this decision for qeneral freiqht rates 
consistent with PU § 454.2. 

4. The Constitution qives the t.eqislature:plenarypower to 
only conter additional au1:hority and jurisdietionupon the 
Commission, consistent with the provisions of Art.icle XIX ... 
Therefore, the rate flexibility provided passeng'er staqe utilities 
in PU § 4S4 .. 2 should be interpreted as consistent,with Article XlI, 
and should not be interpreted (by neqative implication) as 
prohibiting rate flexibility for other types of highway carriers. 

5,. The Commission is not restricted to a eost-of-service 
torm of rate regulation. 

I 

6.. There is. ample authority to est~lish lln appropriate and 
effective form ot flexible rate regulation. 

7.. To better respond to lnarket conditions.,;and meet the 
Legislature's objectives, a requlatory prog'ram sh~uld ~e adopted 
that recognizes competition and relies on that competition to, drive 
prices toward. cost .. 

a a Recognition of the competitive realitiEls in the trucking' 
I 

industry would fulfill our responsibilities and achieve the 
regulatory objectives. mandateQ by the Constitutiori and the 

I 

Leqislature. I 
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9. The public interest would be served ~y permitting' 
carriers flexibility in ad,ustinq rates in response to the demand 
and constraints of a competitive market. 

10. Price flexi~ili ty will provide carriers the freed.om to' 
aliqn prices more closely with their costs ,while assurin9Sa!e~ 
well-manaqed,. and efficient carriers the opportunity to' receive a 
reasonable return. 

11. To ensure the public receives safe,. reliable service at 
reasona~le, nondiscriminatory rates, the follo...,inq sa!equards 
should be adopted'for a flexible form of rate re9Ulation:-

a. 

b. 

c. 

d. 

e. 

An appropriate zone of reasonableness 
within which common carriers can set rates. 

A minimum level of service requirement. 

All rates and contracts filed with the 
Commission and available for public 
inspection • 

All discounts clearly identified in tariffs 
and contracts. 

A monitoring program to observe the level 
of rates~ the quality of service, and. the 
intensity of competition in the Staters 
general freiqht markets. 

f. special contracts that are only for service 
or und.er conditions not normally available 
under common carrier tariffs and/or provide 
for a special relationship' between the 
carrier and shipper. 

12. All common carrier tariffs should describe accurately and 
fully the services offered to th.e public and provide the specific 
rate or the basis tor calculatinq it for the perto2:'lllance of those 
services and the related. classifications, rules r and practices. 
Tariffs should also· be filed. and maint.ained. in·. a way that allows 
all ,users to determine the exact rate applicable to· any given' 
shipment • 
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13. A zone of reasonableness with an annual 10% ceilingon the 
amount of increase a carrier can receive without a commission 
d.ecision should provid.e carriers sUfficient latitu4e to respond to
economic chanqes and be restrictive enouqh t~ ensure reasonable 
rates. 

14. Contract carriers without common carrier authority should. 
only provide service under special contracts. 

15·. Special contracts should be adopted: (1) for serviceor 
under conditions not normally available under common carrier 
tariffs· and/or (2) when a special relationship exists :between a 
carrier and shipper. 

16. 'rhe com:mission's Executive t>irector should. :be deleqated 
the authority '):0 suspend special contracts up· to· 30 days beyond the 
notice perio.d. Th.e Executive Director should. also have the 
authority to vacate a suspension of a special contract~ 

17. To· provide for a more competitive :arket~ all rates 
except those filed in special contracts should be allowed to Decome 
effective on the date filed.. Special contracts should be allowed 
to· become effective after 30 days' notice. 

18. G.O. 147-B". attached as Appendix F and adopted in today's 
decision, satisfies the requirements for rates to· become effective 
on less than 30 days' notice shown in PO' § 491 .. 

19. Ease of entry and exit,. coml:>ined with relatively small 
capital costs and. minimal capital risks~ demonstrates aworkably 
competitive intrastate market in California. These market 
conditions· allow us·to adopt a flexible requlatorypr09'ram and 
market-set rates. 

20. Consumers and the economy qenerally will ~enefit frQm the 
substitution ot market-set rates for qQvernment efforts to- fix 
pr:i.c:es, and thus market-set rates will better serve the 
cQnstitutional and statutory 90als summarized here .. 
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21. The current torm ot rate regulation contains some major 
flaws that pose a significant barrier to maintaining reasonable 
rates, preventing discriminatory pricing, anc:l inhibiting the 
State's economy trom fully benetiting from the services of a vital 
and vigorous tor-hire trucking in4u5try. 

22'- Efticient carriers that price aceording to their costs 
and provide sate,. relia~le service should not only surviv,), b'l.1t 
prosper w~en allowed price flexibility and l~n equal opportunity to 
compete. 

23. Market power is a natural force of a competitiv4~ market, 
and should be checked and controlled by market forces. 

24. Formal cost justification within the zone of 
reasonableness is not a needed sateguard .. 

25. Service to small and rural communities is not dependent 
on the existence or nonexistence 'ot economic regulation, but 
whether rates are compensable at a given level ot servicew 

26~ Commission stat! should take an active role in safety by: 
(1) monitoring carrier driver education and training proqrams, 
(2) establishing a toll tree telephone nwnber for public use, to 
verify a carrier's operating authority, and (3) analyzing the 
extension of the safety and financial entry requirements 
established by AB 3490 to, all general freight carriers, where 
appropriate. 

27. To ensure adequate and reliable senice common carriers. 
should be required to, serve on request~ at least one day per week, 
each community tor which they have filed tariff rates. Service may 
be provided directly by the carrier or through arrangements with 
other carriers. 

28. Commission staff should conduct surveys of service to 
communities or traffic lanes Which have indications of poor 
service. These suneys should be, published and' where problems 
Qxist,. recommenciat1ons should: be made tor 'corrective action • 
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29. Commission staff should monitor competition and review 
the reasonableness of rates in traffic lanes and communities 
statewide. Recommend'ations should be made when corrective action 
is warranted. 

30. Commission staff should qather and monitor truek-at-fault 
aecident data and other safety related data in the trucking 
industry~ 

31. Collectively set rates under PO § 496 should eontinue to 
require a formal application with appropriate justification .. 

32'. The flexible rate program adopted in this decision will 
not result in lower safety expenditures than the proposed and 
current rigid rate proqrams .. 

33·.. Commission staff in coorciination with other State 
agencies will enforce recently' enacted safety legislation., 

34.. A carrier which only subhauls for one prime carrier 
dur1nq 30 consecutive days or more is primarily providing labor and 
equipment • 

35·.. Leasing requirements similar to, the ICC requirements can 
be adopted without compromising the Commission "sregulatory 
responsibility. 

36 .. The public will be served in a'safermanner if prime 
carriers assume satety and financial responsibility for subhaulers 
which tor intrastate transportation are enqaged by only one prime 
carrier for 30 consecutive days or more~ 

37. It is in the public interest to avoid. the confusion of 
having different State and Federal carrier leasing programs .. 

3 a.. A division Q'f revenues between prime carriers and 
subhaulers (other than those described in Conclusion of Law 36) 
should provide adequate compensation for subhaulers t~ op~rate and 
maintain their vehicles in a safe manner. Additional hearings 
should be scheduled to dete:t'llline an, appropriate lI1ethodoloqy for 
dividing revenues~ 
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39. Commission staff should issue a report within 180 4ays 
from the effective date ot this decision addressing subh.auler 
bonding requirements for prime carriers .. 

40.. The current credit rules should be retained; however, 
commoncarriers'should be provided up' to 15- days to present freight 
bills to· shippers and contract carrier$ should ~e provided the 

flexibility to modify the credit rule teX'lUS in G .. O. 155· tor special 
contracts .. 

41.. Electronic data interchange should. be considered on a 
case by case basis until there has been sutticient experience to . . 
evaluate its use. ' 

42. The general freight trucking industry is a· workAbly 
competitive market which will produce just and, reasonable rates. 
The regulatory program deseri~ed in Conclusion or Law 11 recognizes 
these features of general freight trucking'.,. is in the public:: 
interest,. is consistent with the provisions of the Constitution and. 
the Public Utilities Code" and will yield rates that are- just and 
reasonable .. 

43. The regulatory program for general freight set forth in 
the d.isc::ussion 01' this decision and shown in Appendices C through G 
should be adopted .. 

44.. Existing' contracts tor general freight shou14 be allowed 
to remain in e1'tect until their expiration dates. 

45. The Commission"s TFCI and prevailing wage proqram for 
general freight carriers should be rescinded .. 

46. Al~ rates and contraets governed by G .. O. 147-A which are 
in effect on the date of this decision should be grandtathered into 
the regulatory program adopted in G .. O. 147-B. 

47. Within 90 days ~rom the eftective date 01' this decision 
common carrier tarittsexcept shipper specific tariffS shou14 
conform to the regulatory program adopted here~ 
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48.. The Executive Director should establish a proqram which 
allows existing shipper specific tariffs and rates, including 
write-in tariffs, to De converted to the adopted requlato~ proqram 
in this decision as shown in G.O. 147-B. 

49. Common carrier rate increases greater than 10% or 
cumulatively greater than 10% during a ~oving 12-month period 
should require a formal application with cost justification. 

50. The commission is not required to- act upon. "ach and every 
rate increase to find reasonableness, and the Commi$s~o~ has the 

I 
authority to periodically predetermine reasonableness. of rate 
increases up to· a reasonable' lIla~i1llUln,percenta9'e in any 12-month 
period .. 

51. Th.e following zone of reasonableness as described in this 
order should be i~plemented to provide carriers with flexibility in 
adjusting rates:: for the transportation o·! general freiqht" cOllllnon 
carriers should be g'ranted authority to: (1). increase rates a 
maxim~ of 10% during' a moving 12-month period~ and (2) decrease 
rates, without seeking additional authority tromthe cou;!.ssion. 

5,2.. 'I'his order should be made effective. today in order to
correct as rapidly as possible the deticiencies of the e~isting 
requlatory program. 

~3r Public Utilities Code § 451 requires common carriers to 
charge just and reasonable rates. 

54 ~ There is a zoneo! reasonableness· .wi thin which common 
carriers may and should exercise c3.iscretionin establishing their 
rates • 
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55.. Pu:bllc Utilities Code § 4S4.2 allr.>ws the Commission to 
authorize a zone ot rate freedom for passenl;er staqe corporations 
where it finds that there is sufticient competition. Thus the 
provisions ot Calitornia Constitution, Artiele XII, § 4, requiring' 
Commission authorization for CODon carrier rate increases, pemit 
the Commission to· authorize a zone ot rate freedom for common 
carriers where there is SUfficient competition. The lanquage ot 
Public utilities Code § 454 concerning Commission authorization for 
rate increases is. su:bstantially identical t.~ the lang'Uaqe of 
Calitornia Constitution, Article XII, § 4 dealinq:, with the Salne 

subject. ThUS, § 4S4 similarly permits the commission t~ authorize 
a zone ot rate treedom for common carriers where there is 
SUfficient competition. 

56.. The Calitornia Constitution and the Public Utilities Code 
permit the Commission to' authorize rate !~exi:bility for common 
carriers wi thin a zone ot reasona:bleness,. :based upon a finc:Unq that • 
wor)ca:ble competition exists and. that neither predatory pricing' nor 
destructive competition should result. 

57.. Under Public Utilities Code § 3662 the Commission has 
discretion to, set maximum or minimum rates or no 'rates at all for 
highway contract carriers .. 

58. The Commission may refuse to impose minimum rates when 
the record fails to· demonstrate an obvious or persuasive need in 
the public interest", Exemption trom rates CAn :be justifie4 When 
the exemption would not lead to destructive rate practices. 

59. Pu:blic Utilities Code §7Z6 implies thestandar4:by which 
minimum rates are to, be determined ~ut.4oes not require that such 
rates be set~ 

60~ The Commission has ample authority to· establish an 
appropriAte and e!!eetive form. of flexible rate requlation for 
hiqhway carriers o:t qeneral freiqht .. 
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61.. Under Public Utilities Code §§ 455 and 491, for good 
cause the Commission can allow rate changes on less than 30 days' 
notice by an order which: (1) specifies the changes to be made~ 
(2) identifies when the changes will occur,. and (3} sets forth the 
manner in which changes shall be filed and published. General 
Order 147-B, meets these r~qIl'irements .. 

ORDER 

IT' IS ORDERED that: 

1. The requlatory program for the transportation of general 
freight by truck, outlined in the body of this opinion and 
contained in Ceneral Orders (G.O .. , ao-c, 102-K, 130,. 147-B, and 
155, attached as Appendices C through G, are adopted and shall 
become effective on the effective date of this order .. 

2. Common carriers shall be allowed to' set rates within a 
zone of reasonableness without seeking additional authority. 
consistent with this zone of 'reasonableness common carriers are 
allowed to increase rates a maxim1.Un of 10% during a moving 12'-month 
period and to decrease rates. 

3. On request" common carriers shall setve, at least one day 
per week, each community for which they have filed tariff rates. 

4. All COmlnon carrier rates,. including common carrier 
contracts, shall be filed with the Commission and may be effective 
on the date filed .. 

5. Special contracts are not subject to the 10,% ceiling on 
rate increases,. shall be filed with the Commission, and may be 
effective after 30 days,' notice • 
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6. 'I'he EXecutive Director may suspend special cont~~acts- no 
more than ~o ~ays atter the sche~u1ed effective date conu~ined in 
G.O. 147-B. 'I'he Executive Director is also· delegated the authority 
to vacate this suspension. 

7. Existing contracts may·remain in et't'ect until their 
expiration date and shall be sw,ject to the same ratemaki~g 
treatment as COl'lUnon carrier contracts .• 

S. 'I'he Executive Director shall cause the Commission's statf 
to do· the t'ollowing: 

Monitor carrier driver education and training 
programs .. 

Establish a toll free telephone number t'or 
public use, to verity a carrier's operating 
authority. 

Evaluate extending the sat'ety and t'inancial 
entry requirements established by AB 3490, to 
all general t'reight carriers • 

Conduct surveys ot' serVice and rates to 
communities and tratfic lanes statewide. 'I'hese 
surveys. should be published and where problems 
exist recommendations be. made t'or corrective 
action .. 

Cooperate with the California Highway Patrol in 
the gathering and monitoring of truck-at-t'ault 
accident data and other safety related data in 
the trucking industry. 

Enforce recently enacted safety legislation. 

Issue l\. report within 180 days from the 
eft'ective date of this decision addressing the 
subhauler bond.ing requirements tor prime 
carriers.. . 

9. 'I'he leasing requirements. discussed in this opinion are 
adopted • 
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10. Addi~ional hearinqs will be scbec1ulea to dete~ine an 
approp=iatedivision of revenues bet~een pri~e car=iers and 

. 11. Common carriers shall be allowed ~p to· lS days to present 
-e:.ei= !=eiqht bills to· Shippers. Contrac-; carriers shall have the 

fle~ibility in special contracts to use credit rules WhiChdi!!er 
tro::t -:..i.ose in G •. O.- 15·5·. 

12. All rates and contracts governed by G.O 147-A and in 
etfect on the date of this decision shall'be qrandfathered into the 
,requlatory program adopted in G.O. 147-B. Existing general freight 
contracts may remain in ettect'untiltheir expiration date. 

l~~ Within 90 days. from the effective ~ate of this decision, 
all common carrier tariffs e~cept shipper specific tariffs shall . , 

conform to· the re9Ulatory program. adopted here. 
14. The Executive~irector shall esta~lish a proqram Which 

allows existing shipper specific tariffs and rates~ including 
write-in tariffs, to be converted to- the adopted requlator,r program 
in this c1ecis·ion as shown in G.O. 147-B-. 

lS. The Truck Freight Cost Index, prevailing wage program, 
anc1 cost justification progr~ contained in c.o. 147-A for general 
freiqht carriers are rescinded. 

16. The Executive Director shall serve all highway common 
carriers and hiqhway contract~arriers vith a copy of this order. 

This order is-effective today. 

Dated ,'at San Francisco" California .. 
<. 
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APPENDIX A 
Page 1 

List of APp~arances 

Interested Parties: Messrs~ Skaff & Anderson, by &:11is R2S,S 
AmJersop, Attorney at Law, for Skatf & And.erson; I&uis Asborno,. 
for T&T Truckinq, Inc.: Folger btheatn, Jr., for Athearn 
Transportation Consultants; Messrs. Rea, Cross & Auchincloss, 
by ;!,ghn H. Bagil~o, Attorney at Law,. for National Motor Freight 
Traffic Association, Inc.; Messrs. Handler, Baker, Greene & 
Taylor, by Daniel W. B~ker, Attorney at Law, for Ad Hoc 
Carriers Cownittee; Richard L. B;"edemM, tor B .. R. Garcia 
Traffic Service; BartY Broa;,. Attorney at Law, and Gerald 
O'Hara, for California Teamsters Public Affairs council; 
Ronald >. B~erg, for Highway carriers Assoeiation and. Willig 
Freight Lines; Bobert E. Butt, for California Manufacturers 
Association; Harold CUly, for C-F & Associates,. Inc.; Sco;tt J .... 
Enaets, Attorney at Law, for Con-Way Western Express, lnc.: ~ 
~ and Arden Riess, for· West 'Coast Freight Tariff Bureau, 
Inc .. ; ~~:tY Farrens, for California Carriers Association; 
Robert Fellmeth and James Hheat9P, Attorneys at Law, for Center 
for P'lJ.blie Interest Law; Hilt9D W. Flack, Attorney at Law, for 
cal-West ~ariff Bureau;, ~es R. foote,. for Associated 
Independent owner Operators: Roy G. Gtaham, for Mike Conrotto 
Trucking; B. 5, Gr~i~z, for Pacitic Motor Tariff Bureau; 
Thoma§ ~. Guthrie, for Guthrie & Associates; Edwa~ J. Hegattx, 
Attorney at Law, for Bekins Moving & Storage, NACAL, Inc., 
'l'ri-Valley Transportation & Storage, Inc .. , Western Movin~ & 
Storage, Inc., California Carriers. Association, Calitorn~a Dump 
Truck Owners Association, Marino Trucking Company, Inc~,. .an~ 
Cherokee Frei9'ht Lines;' Eldon Mc Johnson, for Pacific Motor 
Tariff Bureau; Ita K1~in, for panther L:i.ne,. Inc.; Bit;)) Mattei§, 
for California Grain & Feed Association; Keith E. Mill~r, for 
Miller Traffic: SerJ'ice, Inc .. and. Cal-West 1'raftic Bureau, Inc .. ; 
N9nnan Molauq, for J .. C .. Penney Company; piane Moore, for Con
way Western Express-: Milton W. FlacK, Attorney at Law, and 
M. J. Nicolaus, for Western Motor Tariff Bureau:. frederick E. 
pooley, Attorney at Law, Ronald W. Phelon, and David. M. Newman, 
tor Feaeral Trade Commission; bnn Fougi~, Attorney at Law, 
for Viking Freigh.t System, Inc .. and California Coalition for 
~ruc.kinq Deregulation: Messrs. Walsh, Donovan, Lindh & Keech, 
by ~iehael 5. EYbin, Attorney at Law, for Leaseway 
Transportation corporation; Messrs. Russell & Hancock, ~y ~ 
~r Russell, Attorney at Law, tor Dedicated· Contract Carriage, 
Inc .. ; ~ehatd W. Smith and Daniel J.. Mccarthy,. Attorneys at 
Law, an~ Paul Stephen Dempsey, for california Trucking 
Assoeiation; Armour, St .. John, Wilcox, Gooci'in & 5ehlotz,. by 
James Sgy,eti and Jobn L.. Clark, Attorneys at Law" tor 
california Coalition tor Trucld.nq' DeregulationrMessrs. Silver, 
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Rosen, Fischer & Stecher, by Michael J. Stec~ and John P. 
Fischer, Attorneys at Law, for Silver, Rosen, Fischer & 
Stecher; William H. sterlins, for California Leaque. of Food 
Processors, Del Monte Fooas, USA, and National Industrial 
Transportation League; paniel Sweenex, Attorney at Law, for 
National Small Shipments Traffic Conference and Drug & ~oilet 
Preparations Traffi~ conference; David E. Wallaee, for State of 
California,.. Department ot General Services;. JQn P. Adamz., tor 
TNT Bestway Transportation; Joseph E. Macpon~, for computer 
Movers, Inc~ and Bekins Moving and Storage; James p. MArtens, 
for california Dump ~ruck Owners Association; Tao MurMka, tor 
IBM Corporation; F. V. Phillips, tor Cal-Carriers Freight 
Rating Service; H. H. Zalltt, tor Continent~.l Can Company, 
Inc.; William s. (Stan) Aylmer, tor Southern california Motor 
Delivery, Inc.; Ron Catpahan, for Associate~ Traffic Se~ice; 
Fred D. Preston, tor ACTran; Wexler,. Reynolds, Harrison & 
Schule, Inc~, by William K.~is, Jr., tor Americans for Sate 
and Competitive Trucking (ASC'I'); ana Gene ~armody, ~ 
Filipovich, Gary E. Haa~, paniel HUffman, Armand Karp, ~ F. 
MatcantQniQ,.. William J. Monheim, Frank Spellman, Leon H. 
carrington, anci p. G. Redlingshafer, for themselves • 

Division of Ratepayer Advocates: Ira E. Aldetz.on and Ira KalinskY, 
Attorneys at Law, ana Christine Walwyp. 

Transportation Division:. Kenneth K Hendetson_ 

(END OF APPENDIX .A) 
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State of Califo~nia'Co~stitution 

Article Xl! 

SEC. 3. Private corporations. an~ persons that own, operate, 
control~ or manage a line, plant, or system tor the 
transportation ot people or property, the transmission o! 
telephone and telegraph messages, or the pro~uction, generation, 
transmission, or turnishinq of heat,. light, water, poW'er, 
storage, or .... hartaqe ~;'rectly or in4irectly to, or tor the p@lic:, 
and. common carriers, are public utilities subject to- control by 
the Legislature. the Leqislature ~ay prescribe that a(14itional 
classes of private eorporat;l.on.~ cr other persons "are p~lic 
utilities. 

SEC. 4. The com .. ~ission :may fix rates an4 establish rules tor 
the transportation of passengers an~ property ~y transportation 
companies,. prohibit discrimination, an~' aW'ard~eparation tor the 
exaction of unreasonal:lle, excessive,. or d.iscrilll.i.natory eharges. 
A transportation company 'may not raise a rate or incidental 
charge except after a showing to and. a d.ecis;'on by the eo~ission 
that the increase is justif;'e~" and.' this d.ecision shall not l:)e 
subject to· jud.icial revieW' except as to W'hether confiscation ot 
property W'ill result. 

SEC. S. The Legislature has plenary power~ unlimited. ~y the 
other prOVisions of this constitution cut consistent with this 
article, to confer add.itionalauthority an4 juris4iction upor. the 
com.mission, to-' estaclis1'l the manner and.' scope of review ot ' 
commission action in a court c! re~ord~ and-to enable it to, tix 
just compensation tor utility property taken by eminent ~~main • 
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Public Utilities Code 

451. All charqe$ demande4 or receive4 ~y any p~lic utility, 
or ~y any two or more p~~lie ~tilities, tor any pr04~ct or 
commodity furnished .or to ~e furnished or any service rendered or 
to ~~ ren4ere4 shall ~e just and rea50nable~ EVery unjust or 
unrea50n~le char90 demande4 or received tor such product or 
commodity or serv.ce is unlawful. 

Every p~blic utility shall furnish and maintain such adequate, 
ef!icient,. just, and reasonable service, instru:llentalities, 
equipment,. and tacilj,ties .. 1ncludinq telephone facilities,. as 
defined in See~ion 54.l of tho Civil Code, as are necessary to 
promote the safety, heo.lth, comfort .. and convenience 0: its 
patrons,. employees,. and. the p~blic. 

All rules made ~y a public ~tility af.fecting or pertaining to 
its charges or service to tho p~cl-ic shall ~e just and. 
rec.sonc.cle.. (.Former § 13: amended Stats. 1977,. c:h. 700 .. , 

452.. Nothing in this part shall ))e construed to prohl))it any 
common carrier from astablishin? and charqinq a lower than a 
ma~imum rea,ona))le rate tor the transportation of property ~hen, 
the needs ot commeree or public interest require. However .. no 
eommon Carrier sucject to the j~risd.ietion of the eommission may 
estaclish a rate less than a maxim~ reasona~le rate tor the 
tran:!:port4tion of property for ehe p~rpose of me.etinc; the 
competitive charqe~ ot other carriers Or the cost or other meAns 
of tr4n~portation whioh is less than the ch4rges of oompetinc; 
carriers or the cost of transport4tion ~hich miqht ~e in~rred 
thro~gh other means ot tran:!:portatiol'l, except upon suoh showin9 
as is required. ))y the commission and. a fin~il'lg ~y it that the 
rate i~ justified cy transportation oond.itiol'ls. In4eterminin9 
the extent of such competition the commission shall maXe 4ue and 
rea50na~le 4l10wance for adde~ or aocessorial ~ervice per!0~e4 
~y one carrier or aqency o! transportation. which is not 
eontemporaneously performed by the competing aqeney ot 
transpcrtation. (Former § 1~"l/2 .. ) 

4S~. (a) No p~~lio utility shall,. as to rates,. charges, 
servioe,. facilities, or in any other respect .. maXe or qrant any 
preference or a4vantac;e to· any eorporation or person or 5u))ject 
any corporation or person to any prej udice or d;isadvantaqe .. 

(b) No puclic utiJ.ity shall pre;~dioe .. ~isadvantac;e, or require 
different rates or deposit amounts trom a person beca~se o! race, 
reliqious creed, color,- nat.ional ori~in, ances'try .. physico.l, 
hancU04p,. medical condition, oceupatl.on, sex,. lMrital sto.tus or 
ehange in marital status.- A person who has exhausted all 
administrative remedies vith the oommission =ay institute a suit 
tor injunetive relief and reasonable attorneY'$ tees in eases o! 
an alle~e4 violation ot th1s subd.ivision. It successf\ll in 
litiqAt10l'l, the prevailinq party shall be awarded attorney"s 
fees. 

(c) NO puclic utility shall _sta~lish 01' lIIa.1.ntain any 
unreasol'la~le difference AS to rAtes, charge5,. service .. 
facilities, or in any other respect,. ei1:her AS ))et' .... een loc::alitie~ 
or AS ~et~een cla$:!:es Of service~ 

(c1) No pu~lic utility shall include ..n.th any ~ill for services 
or commoc1ities turnishe~ any customer or sUb$cricer any 
advertisinq or literature desi9ned or intended (1) to promote .th4 
passage or d.e!eat of A measure appearinq on the ))allot at any 
elect~on Whether loeal, 'tatewi4e~. or national, (2) to promote 0= 
c1eteat any can4idate tor nomination or eleetion. to any p~blie 
ottioe~ (3) to· promote or d.eteat the appointment of any person to 
Any ad.Dinistrative or executive position in federal .. state or 
local qovernment~ or (4) to promote or 4eteat any chan9- in 
tederal,. state,. or 1000.1 leqislation or re9Ulations., 

Ce) 'rhe com.mission may detemine any question.o! tact arisinq 
un4er this lUetion-. (Former 5 ~9: amenc1ed SUIts. 1976 .. eh.. 
1174 •. ) 
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454. (a) Excep~ as provi~e~ in Sec~ion 4~.'l. and. 455" no 
public u~1li~y shall ehanqe any rate or so al~er any 
elassit1ea~ion, eontract~ practice, or rule as to result in any 
new rate, eXCept upon a shovin9 before the commission and a 
tind1n9 by the commission that the new rate is justitie~. 
Whenever any electrical, qas,. heat, telephone,. .... ater, or sO'''er 
systcm corporation files an applieation ~o· chanqe any rate,. o~~er 
than A ehanqe refleetinq and. passinq throuqh ~o customers only 
new costs to the corporation .... hich 40 no~ result in chan9.s in 
reVenu~ allocation, tor the services or eommod.i~ies furn.she4 by 
it,. the corporation shall !urnish. to its customers af!ected. by 
the proposGd rate chanqe notice of its application to the 
eommi~sion for approval ot the ne .... rate. ~his notiee r.~ir.m.n~ 
dO~5 no~ apply to any rate change proposed ~y a eo:porat~on 
pursuant to an a~vice letter submitte4 to the commission in 
accord03.nce 'With commission procedures tor this means ot 
submission. The proced.ur.s tor advice letters may inelud. 
provision tor not~ce to customers or aubscribers on a ease-by
case basis,. as determined by the comm.i:s,sion. The eorporation may 
include the notice 'With the regular bill tor charqes translllitte~ 
to the eust.ot:lers within 45 t!ay5- it thfl corporAtion operates on a 
30"d.ay b1lJ.inq cycle, or .... ithin 75· d.ays it the corporation 
operates on a 60-t!ay billing eyele~ If more t.han one application 
to· ehange any rate is tiled within a sin9lc billinq cyelo, the 
corporation may eombine the notic.s into a single notiCe it the 
applieatj,on~ are separately it!enti!,ied.: The notice shall state 
the amount ot the proposed ra~. chanqe expresscd. in both dolla~ 
and percentage terms tor the entire rate chan90 as ..... 11 as tor 
each customer clas~ification~ a brier statement ot the reasons 
the change is re<;;l.1ired or souqht, an~ the maiUng ad.d=-es~ of the 
commission to which any customer in~iries may be directe~ 
regarding how to partic.ipate in, or receive tl.1r'ther notices 
regard.in9 the d.ate ,_ time, or place of, any hearinq on the 
applicat~on, and. th~ mailinq ad.d.=-ess of tne corpora~ion to Which 
any customer inquiries =-elative to ~~e proposed. rate change lIIay 
be directed.., 

(b) The commission m03.y ad.opt rules it consid.ers reasonabl~ and. 
proper for each elass of public utility providing tor the' natu=_ 
of the shoving required. to be made in support of proposed rate 
changes, the torm an4 maMer of the present.ation o! the shoving; 
with or without a hearing,. ant! the procedure to be follo ..... d. in 
the consid.eration thereot. Rules applicable to common carriers 
may provide tor the publication and. tilinq ot any proposed. rate 
change together .... ith a 'Written sho .... ing in sup,ort thereot,. qiving 
notice ot the tilinq an~ sho .... inq in :support thereot to the 
pl.1blic, granting an opportunity fO::" pro't.ests thereto, ant! to t."le 
consid.eration of,- and action on,. the sho'Jinq and any pro'eests 
tiled thereto by the cOlMlission, .... i'th or .... ithout hearing. . 
Ho .... ever. the propose4 rate chanqe 40e$ not become eftective until 
i~ has been approved by the commission. 

(c) ~he commission Shall pe~it in4ividual public utili~y 
customers an~ 5Ub5cri~.rs aftected. by a proposed ra~. chan9.; an~ 
orqanizations for=ed to represent their interests,. to tes'e.fy at 
any hear1nq o~ the proposed rate change~ except that the 
presidin9 offieer need. not allOW repe~i~ive or irrelevant 
teatilnony and 'Ifoa.y con4uct the hea:=in9 in an efficien1: lIIanner. 
(~.nde~ Stats .. 1974, c:h. 194':, 1976,. c:h.. 835,: 1984,. eh .. 1498: 
1988,eh .. 108.) 
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454.2. Not..,:l.'thsten4.ing S<oct10n 454, the cotnal.iss10n tAAY, upon 
~pplic~tion, est~~l1sh a ~zone of rate free40m~ for ~ny passenqer 
st~ge transportation s~rvice which the commission finds is 
operat1n9 in competition with another .u~stantially similar 
p~~senger stage transportat10n service or compet1tive passenqer 
transportation service from any other ~.ans of transportation, if 
the commission finds that these competitive tr~nsportation 
services ..,ill result in reason",l)le rates and charges .... hen 
conGidered along with the authorized zone of rate freedom. An 
adjustment 1n rates or charges .... ithin a zone of rate treedom, 
estal)lishe4 l)y the commission is hereby deemed just and 
reasonal:lle ~ The com.mission may, upon protest or on its. own. 
motion, suspend any adjustment in rates or charges under this 
section and institute proceedin9s pursuant to Section 491. 
(Added Stats~ 1984, ch. 142., 

4SS. Whenever any schedule stating an in~ividual or joint 
rate, classification, contract,. practice, or rule,. not increasin9 -
or resulting in an increa~" in any rata,. isfile4 .... ith the 
commission, it may~ either upon complaint or upon its own 
initiative, at once ~nd if it so orders wi'thout answer or other 
formal pleadin9s ~y the interested p~l)lie utility or utilities, 
l)ut upon r.asona~le notice, enter upon a hearing concernin~ the 
propriety of &uch r~te,. classification,. contract,. pract.ice,. or 
rule. Pending the hearing and the decision th~r~on such rate, 
classification, contract~ practice, or rule shall not go into 
effect.. The peri04 of suspension of such rate~ classification, 
contract, practice or rule shall no~ e~end b~yond 120 days 
~eyond the time ~hen it would other.ise ~o in~o e!fect unless ~he 
commission extends the periOd of suspens~on tor a further perio~ 
not ~xceedin9 six months.. On such hearing the commission s~ll 
estal)lish the rates, classitic~tions, contracts,. practices, or 
rules proposed~ in whole or in part, or others in lieu thereof, 
.... hich it tinds to ~e just and reasona~le .. 

All such rates,. classif.i.cat.i.ons, contracts, pract.i.ces, or rules 
not 50 suspended shall ~eeOme effective on the expiration of ~O 
days from the time of !ilin9 thereof with the co~ission or such 
lesser time as the commission may grant,. 5ul:lject to· the po"'er of 
the commission, after a hearing had on its own ~tion or upon 
complaint t to alter or mOdify them. (loner S 63 (b) .) 

.. .,. - ... 
460. No common carrier sul:lject to the provisions of this part 

shall charge or receive any greater compensation in the aggregate 
for the transportetion of persons or o~ a like kind of property 
for a shorter than for a longer distance over the same line or 
rO\:l.t.e in the same direction, ~ithin this State, the shorter ~einq 
included .... ithin the 10nger di$t~nee or charge any greater _ 
9ompensation as a throu9h rate ,than the aggre9ate of the 
~nte~ediate rates~ Th~s prov~sion does not authorize any such 
common carrier to charge or receive as great a compensation tor ~ 
shorter as for a 10l"lger distance or haul .. 

Upon application to the c9mmission a common carrier may, in 
special cases, after invest~gation, be a~thori:e~ ~y the 
CO:nml.5s:\.on to charge less :for a 10nger than :for a shorter 
dl,stance :for the· tran:oportat:l.on. of persons or property,. and the 
co~ission ~ay %rom time to- t1me pre~crib. the extent to wh1eh 
s~ch carrier may be reliev_4 from the operation. and requirements 
of th.:Ls .ect:\.on. (Former S 24 (a) .) . 
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.. 
461.5. NO di5cri~in~tion in charges or tacilities tor 

transportation shall ~. made ~y any railroad or other, 
transportation company betveen places or per50ns~ or 1n the 
tacilities tor the transportation 0' the same classes of treiqht 
or passengers within this state. X~ shall be unlav1~l tor any 
rai~road or other tranGportation company to charge or receive Any 
greater compensation in the aqgregate tor the transportation of 
pa=o=oengers or or 11lt. ltinC!. ot property tor a shorter than tor A 
longer 4istance over the same line or route in the same 
direction, the shorter being included within the longer 4is'Unce, 
or to charge any greater compensation AS a through rat. than the 
aggregate of the intermedia~e rates_ 

Upon appl).eation to the cOl:U!l.l.ssion 5~ch company may, in special 
cases,. atter .1.nvestigation~ be authorized by the commission to 
charge less tor longer thAn tor shorter distances tor the 
transportation of persons or property and the commission mAy trom 
time to· time pre~cribe the extent to .... bich 4uch. company may be 
relieved trom the prohibition to' charqe less tor the tonger thAn 
tor the shorter ha~l. The commission may authorize the .SSU4nce 
ot exc~rsion and commutation tickets at special rates~ 
Nothin~ containe~ in this section shall ~e const~ed to prevent 

the comm~ssion trom orderin9 and compellinq any rAilrOad or other 
transportation company to·~ake reparation. to any shipper on 
account of the rates charqed to such shipper beinq excessive or 
di!lcriminatory, provided no discri:d.nation v:l.ll res~lt trom s~ch 
reparat';'on. (Added Stab. 1'374; ch. 489.) 

4a6. t'/ery common carrier shaH file .... ith the cOll'll':'lission and 
shall prin~ and Xeep open to the pu~l';'c inspection sched~l.s 
sho'"inq 'the rates, tares, charqes,. And c14ssitications tor the 
~ran$por'tation ~et~.en termini within this State o! person~ and 
property from each point upon its. ro~t. to all other pOints 
'l;hereo!'l: and from each point upon .its :'OlJte to all points upon 
eve:,! ot1"."r route leased, opera'Ced,. or con~rollet! by i't: and fror.l 
each point on its rOIJ'te or ~pon any route leased, operAted or 
controllcl~ ~y it to all. points upon the ro~'tQ 0: any other common 
carrier, .... henever A through ro~te and a joint rate has been 
establisl'l.ed or ordered bet'"een any '1;'''0 such points. Xt' nO join.: 
rate over a through route has been establish.d~ the SChedules o! 
the several carriers in such through route. shall sho .... the 
separately es'Cablishe~ rate~, fares, cr~rges, and classifications 
applicable to th4 through transportation. (former § 14(a), 1st 2 
sents. ) 

437. 1he schedules 5h~11 pl~inll s~a~e the places ~et~een 
~hich prope~ty and persons .... ill ~e carrie~~ and the 
classi'ic~tion ot pAssengers or prop.rty in toree~ And shall 
state separately ~l.l ter.ninal charqllls,. storage charqC!:s,. icin~ 
charges,. and all other charges .... hich the commission may re~~~re 
to ~e sta.ted, all privileges or tacil.i.ties granted or Allo· ... ed, 
and all rules .... hich may in any wise chang.,. aftect, or d..te:'1:lin~ 
any p~::'t, or the ag9't'egate of,. such. r"-tes,. tares, char9'ez,. Mid 
claSSifications, or the value o! the service rendered to the 
passenger, shipper, or consigrlee_ Sch.d~les sh~ll. be plainly 
printed,. and copies thereot' shall be kept ~y every s~ch carrier 
at such stAtions or oftices ot' the carrier and subject to such 
conditions as the commission may d.ete!":line and pr.Kril:le~y ord~r 
or r~le_ (former § 14'a), 3d. and "th sents; a:nen4ed Stats. l?63, 
ch. 2l21 .. ) 

438. Subject to such I'\lles as the co::mlission lII~y presc:r:llle,. 
the schedules o( carriers shall ~e pro~uced and made availA~le 
tor inspeet.ion upon the dem"n~ of Any person. The !om 01: every 
s~eh schedule shall be prescri~ed. by· the commission and shall 
con'o~, in the case 0' common carrier subject to the XnterstAte 
Commerce Act and the acts "menda'tory thereot and s~ppl~m~nt"ry 
thereto,. as rlearly "5 possible to' the to~ ot' sched.~l~s, .' 
prucribedby the Xnterstate Counce Commission. (Focer S 
14(a), last 3 sent5;- amended. Stats. 1963, ch. 2121.) 

/ 
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491. Onles$ the C:Q~~ission Qther~ise ord.ers, nO c~nge shall 
be mad.e by any public: utility in any r~,te or cl.assitication, or 
in eny ru1e or contract relatin~ to or arrectinq any rate~ 
classification, or service r or 11'1 any priVilege or tacility, 
except after jO d.aysr notice to the comcission and. to the public. 
Such notic.e shall be <1iven by tiling .... ith the conunission and. 
~eeping open for publ.c inspection new sc~ed.ules stating plainly 
the chanqes to·be made in the schedule or sche4ules thel"1 in 
torce, and. the time when the changes .... ill go intoetteet. ":he 
commission., tor gOOd cause shown, m",y "'110 .... changes .... 1':ho\.1': 
recl'>l.iring the :l 0 d.ays' notice I by an order sp~lC=ifying the changes 
so to be made, the- 'time ..... hen they shall ta~e ett'ectr and. the 
manner in which they shall be tiled. and. p·.1blished. When any 
chal'lqe is proposed. j.n al'\y rate or clas$itication, or in any ton 
of contract or aqreement or in any rule or contract r~lating to 
or affecting any rate, classification, or service~ or in any 
privilege or tacility, attentiOn shall be directeCi to· such chang. 
on the schedule filed .... ith the commission, by some character to 
be d.eaignated by the eOmlUission,. 1ued1ately precedin9 or 
tollo'J1nq the 1'tem. (:P'ormer § 1~ •. ) 

49~. (a) N~ CO~on carrier SUbject to this pa:'t shall enq4qe 
or participate in the transportation ot persons or property 
between poi~ts .... ithin this state, until its sched.ules of ra~os 
tares r charges~ and classifications have been filed and published. 
in accordance .... ith this part. .. . 

494. No common carrier shall charge, demand~ collect, or 
receive a different compensation tor the transportation of 
persons or property, or tor any service in connection there .... ith, 
than the applicable rate~, tarcs, and charqes speCified. in its 
sched.ules filed. and in effect at the ti~e~ nor shall any such 
carrier refund or remit in any manner or by any device any 
portion of the rates~ tares, or char'1es so· specified,. except UpOI'l 
ordor 0: the eOml\'l1$5ion as provided. .n this part, nor extend to 
any corporation or person any privilege or facility in the 
transportation. of passengers or property except $uch as are 
re9Ularly and unito~ly extended to· all corporations and persons. 
(Former § 17 Ca) 2.), 

496. (a) For purposes of this seetion --
(1) The term *carrier- means any cOl\'Il\'lon carrier su~ject to 

re9Ulation under this part. 
(2) The term -antitrust 1a .... s- means the provisions o~ Chapter 2 

(commenCing with Section 16700) of Pa=t 2 of Division 7 o~ the 
Busines:: and Profession.s; Code,. relating to combinations in 
restraint 0: trad.e. 
(~) Any carrier which is a par~y ~o ",n agreement bet ..... en or 

amonq t .... o or more carriers relatin9 to rates, fares I 
classifications,. <11visions, allowances, or charges (inclu~ing 
charges between carriers an<1 compe~s~tion pai<1 or received for 
the use 0' faCilities and. equipment" or rules and. re9ulations 
pertaining thereto r or procedures tor the joint con$i~eration, 
initiation or establishment thereo!, may, under such rules and 
regulations as the commission may prescri~e, apply to ~ 
commi~$ion tor approval 0' the agreement, and. the conoission 
shall by order approve any such ISgreeoent, it approv~l thereo= i~ 
not proM.bloted by subdivision C.d) ,. (e', or "',. it it find.s th4t 
the agreement and rules I regula~ions~ and procedures provided. :for 
the operation theroof are fair and rea50na~le and. not contrary to 
pllblic policy: othar'Jise t~. application shall be denied.. ":he 
approval Of the commission shall be granted only upon such te~s 
and conditions AS the commission. ~ay prescribe as necessary to 
enable it toqrant its approval in accordance with this 
subdivision. . 
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(C) Each conference, b~reau, committee~ or other organization 
established or continued pursuant to any agreement approved ~y 
the commission under the provisions ot this section shall 
maintain such accounts,. records, files, and memoranda and shall 
submit to the commission. such reports~ as may be prescribed by 
the commission, and all such accounts, records,. files, and. 
memoranda shall be s~ject to inspection by the commission o~ i~s 
duly authorized represen~atives. 

(d) The commission shall not approve under this section any 
agreement between a carrier by highway and. a carrier by rail 
unless it find.s that the aqreement 15 ot the character described 
in subdivis·ion (b) anCl 1s limj,te~ to ma1:ters relating" to . 
transportation under ~oint rates or over through routes. 

ee) The c:ommission shall not approve und.er this section any 
aqree1!lent which it finds 1s an aqreemen.t with respec:t to the 
pooling or division of trattic, service,. or earninq$, unless the 
commission tinCls that 'the agreement will be in the inter.so:. of 
bett.u· service to the pu}:)lic or ot economy ot op'!ration :result.i.n9 
in e!!icient utilization, 0: fuel and ~ill not unduly restrain 
competition. 

(f) The commis$ion shall not a~prove unCler this sect.i.on any 
agreement ~hieh e$tablish«$ a proceo.u::'e for the deteQination 0: 
any matter throu9h jo·int eon::~ider~tion I.lnlus it finds thao: under 
the agreement there is accorded to each party the free and 
unrestrained riqht to' take independent aetion either before or 
after any determination arrived at throl.lqh sueh procedure. 

(q) The commission may, upon compl~in~ or upon its O'Jn 
initiatiVe withou~ com,laint,. investic;ate ar.d d.eterr.line whethClr 
any aqreement previously approved by it under this section, or 
any term or condition upon which the approval was granted, is not 
in conformity .... ith sul:x1ivision, (b), or ",hether any such ten or 
condition is not necessary for purposos of conformity .... ith 
subdivision C~). Atter the investigation, the commission may ~y 
ord.er terminate or mOdify its approval of such a9reement it it 
finds such action neeessary to ,insure conto~ity with subdivision 
(b), and. lI1AY modify 'the terms and condi t.i.ons upon "'hich the 
approval was granted to the extent it finds necessary to .insure 
conformity with sul:x1iv:i.sion (~,) or to the extent it finds the 
terms and. conClitions unneces~ary to insu:r. such con!o~ity~ 1he 
effective date ot any order terminating or ~od.ityinq approval,. or 
mod.ityin9 tans and conditions,. may be postponed tor sueh period 
as the commission determines is reasonaDly necessary to avoid 
undue hardship. 

(1\) No o:rder shall be entered under thi~ section except a!ter 
interested parties have been attorded re~sonable opportunity tor 
hearinqw 

(i) The parties to Any agreement approved }:)y the co~iss~on 
under thls section and other persons ar.~ it·the approval ot the 
agreement is not prohibit.ed ~y subdivision (d),. Ce), or (!)~ 
here}:)y exempted f:rom the antitrust l~ws with respeet to the 
a9ree1!lent under the ter:ns and conClitions prescril:led' ~y the 
commission. 

(j) Any action ot the commission under this section in 
approving an a9ree1!lent,. or in denying an application for such 
approval, or in terminating or ~odi!ying its approval ¢! an 
agr.ement,. or in prescril:Jinq the terms and conditions upon .... hich 
its approval is to be granted, or in modifying such ter=s an4 
(;ondit1on5,- shall b. eonstrueO as having et!ece solely .... ith 
reterence to the applieabilityo! su}:)d.ivision (i). ("'~d.<1· Suts. 
1973, ch. 908; a1!lendeCl Stats. 1980 ~ en., 106:1.) 
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70~. ~he commission m~y supe~i5e an4 requlate every public 
ut5.lity in t.h.e State and. may 40 all thinq5, .... heth.r specifically 
4esiqnated. in this part or in ad.dition thereto,. .... hich are 
necessary and co~ve~ient in the exercise of such power and. 
;uri:sd.iction. ('foner § 31 •. ) 

726. It is the policy of tho State in rate makinq'to be 
pursued. ~y the commission to establish such rates a$ will promote 
't.he freed.om of movement by carriers ot aq:d,cultura1 comraodi't.ies" 
:i.ncludi.ng J.ivestock" at the lowest la..,tul rate~ compo!l'tible ..,1th 
't.he m",intel'l~l"lce 0: ",dc~te transpot't"-tiol'l se::vice., 

In.any rate proceed.ing .... here more than one type or class ot 
carrier. as d.etined. in this part or in the Kighway carriers' Act, 
is involved., the commission shall consid.er all such types or 
classes ot carri.rs~ an4, pursuant to the provisions of this part 
or the High..,ay carriers' Act, fix as lIIinim\Ul\ rates applicabl.e to 
all such types or classes of carriers the lowest ot 'the l"' .... tul 
rates 50 d.etermined. for any such type or class ot carrier. ~his 
provision d.oe$ not prevent the co~ission from granting to 

.carriers by water such d.ifferentials in rates as are permitted. 
under other provisions ot law. ('former § 32 (d) .) 

130. The commission sh~ll, upon a he~rinq~ determine the kind 
~n4 ch~racter of faeilities ~n4 the ext.ent of the operation 
thereof, nee~ssary reasona~ly an~ ~dequately to meet p~lie 
requirements for serviee f~rni5he4 by common earrier~ ~et~.een al"lY 
t..,o o~ more points, and shall fix and d.etermine the justl 
reasona:blC!!, and sUffieient rates tor s~ch serviee. Whenever t .... o 
or more common carriers are furnishing se~~ee in compe't.it1on 
.... ith each other~ the eommission may, atter hearinq, .... hen 
necessary tor the preservation of ad.equ~te serviee and .... hen 
pu:blic int.rest demands, prescribe unito" :rates,. 
el~s!:Oitieatiol'\s, rules,. ~nd practices to be eharc;ed, eollected, 
and observed by ~1J. such common carriars. (~ormer § 32(c).) 

13~. Whenever the co~~ission. atter a he~rinq. finds that any 
rate or toll tor the tran5po~a~ion ot property 1$ ~ower than '" 
reasonl)ble or sufficient r~te and that the r~te is not jU$:1!i~ 
by ~ctual competitive t:~nsportation rates 0: comp.tin~ earri.r~, 
or the cost of other mean$ ot transportation, the eOlMUssion 
shall prescribe such rates as .... i1l provid.e an eq\l~lity of 
trl)nsportation rates for the transportation of prope~y bet ...... n 
all sueh eompetin9 a~encies of transportation. When in the 
j ud9'l!lent of the cOITImJ.Ssiol'\ a differential 15 necessary to 
preserve equal1ty ot comp.etitive transportation conditions," a 
r.b~onable d.ifferential ~.t"'een rates of common carri.rsb~ rail 
and .... ater for the 'transportation. of property,may be mainta~ned by 
such carriers," and the commission may byor4er require the 
est,abUshment or such :t'ates~ (For.uerS 32-1/2 •. ) 
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3662. The cOlMlissiol"l shall, upon complaint. or upon its 0100"/\ 
il\itiAtive .... ithout complaint,. es'tabHsh or approve just, 
reasonol~le,. and. nondiscriminat.ory maxi1l1u1I1 or min1mum or maximum 
and minimum rates to ~. charged. ~y any high .... ay permit carrier for 
the transportation of property and tor accessorial service 
per:forlll4lid ~y it.. 

In establishing or approvinq such rates. the commission shall 
give due cOl\sideration to-the cost ot all of the transportation 
services performed,. includinq l.en(}th of haul,. any additional 
transportation service perfor1Ded,. or to be p.rt'o~ed ... to ... trom, 
or ~.yond the reqularly·establisbedtermini of common carriers or 
of any accessorial service,. the value-of the commodity 
tran5ported~ and the value Of the facility reasonably· necessary 
to perform the transportation service. (Added Stats. 1951,. ch. 
764 .. ) 

3666. It any high .... ay carrier other than a high .... ay common 
carrier d.~ires to perform any transpo~ation oraecessorial 
service at a lesser rate than the minimum established rates, the 
cOlMl1ssion shall,. upon finding that the propos.drate is 
reasonable,. authorize the lesser rate tor not mor.than one year. 
(Addea Stats. 1951,.. eh. 764: amende~ St4ts~ 19~9, eh.. 156~: 3.966, 
eh. 3:J6~)·. 

(END OF APPENDIX B) 
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APPENDIX to D. 

GENERAL· ORDER 80-C 

PUBLIC 'OTIx.rr:tES COMJ([SSION OF '1'B:E 
STA1"E OF CALIFORNXA 

ROLES GOVERNING TEE' CONSTROCTXON, AND FILING OF 1'ARIP'l?'S BY 
BJ:<:.BW'AY COMMON CARRXERS, l'REXGB'r" PORWl\RDERS, EXPRESS COR
PORATIONS, .AND SCBEDOLES :FILED' BY CER1'AIN' IaGBWAY CONTRACT 
CA:RRXERS. 

Adopted. 
Decision 

ROLE A APPLICA'nON' AND SCOPE 

effective 
inI.88-08-046. 

A.l This General order governs the construction and filing of: 

a. Tariffs ~y highway common carriers, freight forwarders and 
express corporations; and 

A.2 

A.3 

~. Schedules by highway contract carriers for transportation 
subject to' General Order 147 Series. 

Tariffs and contract rate schedules, filed on or after the 
effective date of this General Order shall be constructed and 
tiled in conformity with the rules herein established. 

Tariffs filed prior to the effeetive date of this General 
Order need not be reissued because ot the issuance of this 
General Order. Supplements" alXIendments. or revised pages tiled 
on or after the effective date of this General Order, however, 
sllall be construoted and tiled in oonformity with the %'lJ;les 
herein established. .. 

ROLE 1 DEPINITXONS 

"Carrier" means a highway common carrier, a highway contract 
carrier, a freight forwarder, or an express corporation. 

"Common carrier" means a common carrier subject to this general 
order. 

"Contract carrier" means a highway contract carrier subject to 
this general order. 

"Contract Rate Schedule" (schedule) means the publication of a 
highway contract carrier which inCludes the rates,. routes, 
distances, classifications,. etc., inel11d'ing supplements, amenaments 
or. revised pages, or reissues,. and which is on file with the 
commission. 

• 
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wGovernin~ Publication(s)H means those publications which govern 
the application ot a common carrier tariff or eontract carrier rate 
schedule. Eaoh ~overning publication shall be on file and 
authorized for use tor the concerned carrier by this Commission. 
Examples- of such publications are: 

Oistanoe Table S and/ or the Optional All Points to All Po,ints 
Table tor Distance Table 8 issued by the commission, and 
amendments or reissues thereto,: 

Hazardous Materials Tariff MA,_ 111-(; (cal. WC 17 of Junerican 
Trucking Association, Inc., Agent), including supplements and 
reissues: 

National Motor Freight Classification NMF 100-K (CAL. POC 24 of 
National Motor Frei~llt Traffic Association, Ine.,. Agent), 
including supplements and reissues (also referred to as the 
"Governing Classification"). 

wRate bureau" means each conference, bureau, committee or other 
organization approved by the Commission under Public Utilities Code 
(Code) Section 496 and authorized to engage in collective 
rate:makin~. 

"Tariff means the publication o,! a higbway common carrier, tre;i.ght 
forwarder or express corporation conta;i.nin~ rates and rules, 
operating rights, routes,. distances,- classl.tications, etc., 
includin~ supplements, amendments or revised pa~es,. or reissues, 
and which is on file with the commission. 

w'!'aritf or Contract Rate Schedule Publishin~ AgentW means an 
individual or corporation authorized by a common carrier, freight 
forwarder or express corporation to'pUblish tariffs- on its behalt 
or a contract carrier to publish SChedules on its behalf. 

R'O'LE 2 EXCEl?'l'IONS· 

The provisions of this General Order do not apply to
transportation by independent contraetor subhaulers when such 
transportation is performed for other carriers. However, when there 
is a unit of ownership, mAna~ement or control between the principal 
carrier and the consignor,. consignee or debtor, subhaulers enqa~ed 
by a principal carrier shall ~e paid 100% Of the rate of the pr~e 
carrier. 

ROLE 3 REFERENCE TO PUBLIC 'C'TILITIES- CODE 
PROVISIONS 

3.1 Untess the CommiSSion otherwise orders~ or provisions of 
another General Order apply~ a rule or rate in a tariff or 
contract rate schedule shall not go into" effect on less than 
30 days' notice. 

G.O.. ao-c 
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3.2 Th.e carrier shall observe all pertinent sections of the Code. 
This General Order's ·requirements are in addition to and 
supplementary to· those Code provisions reqardinq the 
preparation, construction and tiling ot tariffs shown in the 
Code. 

3.3 General Order 147 Series and the commission~s Rules of 
Practice and Procedure are applicable to· the tilinq of tormal 
applications tor rate And' tariff cha.nges<betore the 
Commission. 

RULE 4 FILING 

Filing--Taritts and scbedules shall be filed with the commission 
in d.uplicate in one packaqe,. and shall be delivered or addressed 
to·: 

Calitornia Public Utilities Commission 
Truck Tariff Section, 2nd tloor 
505· Van Ness Avenue 
San Francisco, California 9410Z 

A receipt can only be obtained by enclosing a duplicate of the 
carrier's letter ot transmittal with the request tor a receipt 
which will then be stamped and returned as a receipt. A stamped, 
self-addressed envelope shall be included. 

ROLE 5 AUTHORITY AND RESPONSIBILITY 

5.1 Authority--All tariffs, schedules, and their amendments and 
supplements, includinq any rate item chang-es" shall cite the 
authority from the commission for their pUblication, except as 
otherwise provided below. 

A contract carrier may tile a rate schedule that contains 
rates some ot which, or all, are not referenced in any 
contract. These rates will be accepted only it the contract 
rate sCbedule includes the following statement: 

"Rates in this contract rate schedule apply only when they 
are specifically referenced in a contract which (carrier's 
name) has filed with the Commission." 

~he contract rate scheaule shall clearly indicate which rates 
in the schedule are referenced in a contract the carr1er has 
tiled with the Commission and have Deen justified and approved 
by the Commission~ and which rates in the sche4ule are 
required to be justified if referenced in· a contract. 

5.2 Responsib~litY-7It.shall be' the. responsibility of the carrier 
to mainta:l.n tarloffs ana schedules at·, all tillles in a current 
condition. . 

G.O. 80-C 
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ROLE 6· FORM OF TARIFFS AND SCHEDULES 

6.1 Form--Tariffs and. schedules shall be filed in ~ook (pamphlet) 
or loose-leaf form. Tariffs and sohedules shall be plainly 
printed, mimeo9raphed~ typewritten or reproduced by other 
durable process on paper of good quality. Dot matrix printed 
pages shall be a suffioient contrast to be easily readable and 
readily reproducible by ordinary commercially marketed copy 
machines. 

6.2 Permissive Alternative--Rules 6·.1,.6.S(b), and. (C), 6.6{b), (c) 
and (d),. 6.7 (a), (b), (c), and Cd), 6.8·, 7.1, 7.2, 7.3 and 7.4 
may be waived only on tariffs which contain both interstate 
an~ California intrastate rates •. Such publications may be 
prepared in conformity with the regulations ot the Interstate 
Commerce Commission in Title 49 Code ot Federal Regulations 
Part 1312, provid.ing orders. ot this commission are complied. 
with. 

6.3 Size--Tariffs and schedules shall be not less than a ~y 10 1/2 
inches nor more than a 1/2 by 11 inches in size. 

6.4 California P.U.C. Number--Eaeh carrier shall tile tarifts and 
schedules under its own consecutive numbers beginning with 
CA.P.U.C •. No.1 for its tariffs and CA.P.'C'.C.1 tor its schedules. An 
agent shall' file under its own series of CA.P.U.C. numbers 
beginning with CA..P.U.C •. No. 1 for its tariffs and CA..F.U.C .. No .. 1 
for its schedules. Separate taritfs or schedules shall bear 
separate CA..P.U.C' .. nUln.bers. The· assigned CA.P.U .. C ... numl:ler in the 
series of the carrier, bureau,. or agent initially issuing the 
tariff or schedule shall ~e retaine~ throughout the life of eaoh 
type of publication. 

6.5 Title Paqe--The title page ot each tariff or schedule shall 
shoW: 

(a) 

(b) 

(c) 

The CA. P • 0' • C... number of the tariff in e1 ther the upper 
left-hand corner or upper right-hand corner and 
immediately thereunder the CA.P.U.C~ number ot any 
tariffs or schedules eanceled there~y. 

The name of the issuing cattier, :bureau or agent,. and. the 
name and ad.dress of the issuing officer or agent. 

A statement indieating the kind of taritt~ i.e., whether 
it is a tarift of rates, classifications, d.istanees, 
scope of operations., etc. 

(d) A carrier's ind.ividual tariff or sehedule· shall show its 
CA~ "'1''' No .. , as well as any d.esiqnated i4entification 
contained in the National Motor Freight Assoe,iation's 

G.O. SO-C 
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~Directory of Standard Multi-Modal Carrier and Tariff 
Aqents Codes.~ 

The date on which the taritf or schedule will ~ecome 
effective in the lower right-hAnd corner. 

6.6 Loose-Leaf Taritf or Schedule--Each paqe or supplement of a 
loose-leaf tariff or schedule shall show: 

(a) The assigned CA.P~O:.C .. nu.xnber of the tariff on schedule in 
either the upper left-han4 ~orner or the upper right-band 
corner .. 

(~) The name of the issuinq carrier, bureau, or agent; and the 
name and address of the issuing officer or agent. 

(c) The Pdq.e nu.m:ber:- e.g.,. ~Original Paqe l,~ ~Ori9'i:~l Page 
2," "Third. 'Revised Page 3," etc ... 

(d) The date on which, the page will become effective (or 
appropriate reference thereto), in. the lower right-hand 
corner. 

(e) On an original tariff or schedule whieh has not yet been 
accepted for filing by the staff the etfective date need 
only be shown on the Original or Revised Title Page. Each 
subsequent OriginAl Page which is submitted as part of the 
original filing shall show reference to the Title Page for 
the effectiVe date of the tariff. 

6.7 Contents of Tariff or Scheclule--A Schedule shall contain only 
those prOVisions shown in Rules 6 .. 7 (a), (c)" (d.), and (g). A 
tariff shall contain all of the following: . 

(a) A TMle of Contents •. 

(b) The name o·f each participatin9 carrier 'When a ~ureau or 
agency tariff is involved. 

(c) Reference to other pUblications which govern the 
application of the tariff or seheduler such as: 
classification, distance ~le, and scope of operations. 

(d) An alphabetically arranged index of all articles or 
generiC groupings upon which commodity rates are name4 or 
ratings provided with reference to- the items or pages 
where rates or ratinqs are placed. 

(e) Tariffs namin9 rates or distances shall contain a complete 
description of each carrier's certificated operative 
ri9hts- Governing scope 0% operationsWh1eh are properly 

G.O. 80-C 
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oross-referenoed to· the other tariffs of the carrier in 
acoordance with Rule 6·.7 (h) will satisfy this 
requirement. 

(f) When routes are required for purposes of rates or charqes, 
the routes or named points shall be olearly described and 
defined in the tariff. Point-to-point rates shall show the 
route or named points over Whioh inte:cned;i.ate application 
is available or-oite the authority qrantinq relief from 
Code Sections 460 and 46·1.$. 

(9) Each tariff or sobedule shall have the following rule in 
its entirely: 

(h) 

"'Whenever a class rate and a oommodity rate are named 
between specified points, the lower of such rates is the 
lawful rate." 

NIn the event two or more rates are named in a tariff, 
tariffs., or schedules of the'oarrier for the same 
transportation, the lower shall apply •. N 

In the event that a combination of rates makes a lower 
agqreqate through rate than a sin~le rate,. the lower 
combination shall apply. The ·oarr1er shall immediately 
publish. the lower combination' rate. 

Except for qoverning' publications such as a Oistance 
Table, Classification, or Hazardous Materials Tariff, all 
tariffs which a carrier issues or in which it participates 
or concurs shall be cross-referenced. carriers may use a 
n~ed qoverningtarift such as a scope of operations 
tariff for listing all of their filed tariffs.. All 
bureaus, agencies and 'individuals shall cross-reference 
those tariffs of related: application which the carrier has 
on file with the commission. 

6.8 Amendments--

(a) 

Cb) 

G.O .. 8·0-C 

Book (p~phlet) tariffs shall be amended by filing 
supplements constructed qenerally in the same manner and 
arranqed in the same order as the tariff ~e'inq amended,
anc.\ referring to the paqe, item, or index of the tariff 
or previous supplement which it amends. 

Loose-lea! tariffs or schedules shall ~e amended by 
filing new pages on which chanqes are made as 
consecutively numbered revisions of the previous pages, 
e ... g .. , "First Revised Page lOea.ncels oriqinial Page 10.N 
A loose-leaf tariff may ~e cancelled· by supplement • 
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(c) Uniform symbols shall be used to· indicate chanqes as 
follows:' 

Letter (A) , (a) r or to· indicate increases. 

Letter CR) ,. Cr) , or to indicate reductions. 

Letter (C), (c) , or to, indicate a change resultinq in 
neither increase nor reduction. 

Cd) The tollowinq symbols shall be used only tor the purposes 
indicated: 

(e) 

* to show new material added to the taritf. 

+ to· show "'Applicable to intrastate traftic only." 

to· indicate wApplicaklle to interstate traffic only." 

. ( )to indicate reissued matter. 

to indicate no chanqe, as provided in Rule 6.8(e) • 

When chanqes of the same character are made in all or 
substantially all rates in a tariff, schedule, supplement 
or loose-lea! paqe, that fact and nature ot the. change 
may :be indicated on the title paqe, supplement,. or the 
top ot a loose-leaf page of the tariff or schedule. In 
this event, the syml:>ol" '" shall :be used to indicate a 
rate to which no change has been made .. A:r1y other chanqe 
not indicated in the general statement shall bear the 
appropriate sj1'l2lbol(s) in Rule 6.8(e) or (d) .. 

R'O'LE 7 ADOPTION OF TARIFFS. 

7.1 Adoption Notice--When operative riqhts of either a common or 
contract carrier are transferred from the operatinq control of 
one company to that ot another, the sueceedinq carrier shall 
issue an adoption notice in the torm ot a one-paqe doeu=ent, 
8 1/2 by 11 inches in siZe, in which the successor company 
accepts and establishes as its own all the affected tarifts, 
schedules, and other instruments issued· by or on behalf ot the 
predecessor company in accordance with the Commission order 
authorizing the transfer of the operative rights. Three copies 
o!the adoption not~ee shall :De. tilecl with the Commissi.on. 

G.O. 80-C 
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7.2 Copies to Agents and Carriers--Coneurrently with the filing of 
an adoption notice with the Com:mission, a copy of the adoption 
notice shall be furnished to each agent and each carrier 
publisning tariffs or schedules containing rates or other 
provisions in Which the predecessor carrier participates. 

7.3 Supplements--In addition to the adoption notice required by 
Rule 7.1, the successor carrier shall supplement or reissue 
each tariff or schedule by the predecessor company indicating 
that the tariff or schedule has been adopted by the successor 
company t, such tiling to be made in accordance with the 
Co:m:mission order authorizing the transfer •. 

, , 

7.4 Change of Name--When a carrier changes its legal or fictitious 
name , without trans·fer of control from one company to· another I 
it shall immediately amend tariffs or schedules issued by it 
to show the new name 'of the company. The carrier shall also 
immediately intorm, in writing, all agents or other carriers 
issuing tariffs in which it participates of the change in 
name, and such agents or carriers shall promptly amend such 
tariffs to show the change in name. The tariff or schedule 
amend.ments shall show the new name of the carrier and its 
tormer name,. tor eXalIlple:: HABC 'l'ransportation Co'. (formerly 
xyz- Trucking Co-.) ,It anci shall show that they are filed under 
authority of this rule. 

RULE a POWERS OF ATTORNE~ AND CONCURRENCES 

8.1 Issuance .. 
(a) Each carrier sball issue a power of attorney to each 

agent publishing an a~eney tariff in whieh the earrier 
participates. 

(D) Each carrier shall issue a concurrence to each other 
carrier which publishes a tariff in which the former 
carrier participates. -

8,. 2 Filing--Powers of attorney t' concurrences, and revocations of 
powers ot attorney and concurrences shall De made available 
upon request trom the Commission or its staff. . 

8.3 Revoeation by Carrier--Powers· of attorney' and concurrences ~y 
be revokea by the carrier by furnishing to the tariff 
publishing agent a revocation notice specifying the effective . 
date of such revocation. The notice shall De sent by certified 
or registereci mail at least 60 days- before the e:!feetive date 
of revocation. 

G.,O. ao-c 



.• - 9-

• 

• 

RtTLE 9 REVOCATION OF CARIUER PJ..R1IICIPA'l'ION BY 
TARIFF ACENT 

9.1 Procedure--A carrier's participation in any agency tariff rr.ay 
be cancelled by the tariff agent issuing such tariff without 
the requ.est or consent of the carrier, providing the 
procedures specified in Rule 9 are followed precisely. 

9.2 Prior Notice--Tariff publishing agents proposing to terminate 
their agency relationshi~ with any carrier~ and to cancel the 
earrier's participation l.n any agency tariff,. shb.ll give 
notice in writing to· the carrier and to· the Commission not 
less thb.n 90 days before the proposed date of termination a~d 
cancellation. The Cancellation Notiee shall be in the form 
provided in Rule 9.~. 

9.3 Tariff Filinq--Unless the Cancellation Notice is reseinded as 
provided in Rule 9.4, the cancellation of the carrier's 
participation in the agency tariff shall be made effective on 
the preeise effective date specitied in the cancellation 
Notice~ by an appropriate taritf amendment tiled with the 
Commission not less than 30 days prior to said effective date • 

9.4 Rescission of Notice--If the tariff p~lishinq aqent desires 
to· rescind the cancellation Notice~ the agent shall give 
notice in writing to the carrier and to the Commission not 
less than 30 days prior to the scheduled date of termination 
and cancellation ot the aqency relationship. The Rescission of 
Cancellation Notice shall be in the form provided in Rule 9.6. 

9.5 Form of Cancellation Notice--The cancellation Notice,specified 
in Rule 9.2 shall be on paper 8 1/2 by 11 inches in size~ and 
shall :be :ion a form sul;)stantially as follows: 

CANCE~TION NOTICE 

To ________________ ~~--~~ __ ~ __ ~----------------------
(Name of Carrier) 

Date of Notice __________________________________________ __ 

You are hereby notified that the aqeney created by the Power 
of Attorney issued by you to· the undersigned is terminated 
on the eftective date shown below~ 

Your participation in ·tarit'f(s) issued by the undersigned, 
as :!.dentified beloW', will. be cancelled· on the effect:!. ve·, date 
shown • 

G.O. 80-C 
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You are cautioned that cancellation of your participation in 
such tariffs will leave you without rate.s on file with the 
calitornia Public Utilities Commission. It is your 
responsibilit¥ to arrange tor the f:i.lin; with the california 
P'l.Wlic Utilit~es Commission of tariffs required by Section 486 
of the California Public Utilities Code.' 

Name ana' Cal. P.O'.C';' N~ers of Tariffs·: 

Effective Date ot Termination ot Agency and Cancellation ot 
Rates * 
.The agent shall not insert a date less than 90 days after the 

Date the Notice is received l:>y·the commission. 

9.6 

By ____ ~~~~~ _____ ------
(Tariff Aqent) 

Instructlons: This Notice shall be furnished by the agent to 
the carrier by registered m.ail at least 90 days before the 
effective date of temination and cancellation. A true copy of 
this Notice shall be filed with the Public Utilities 
Commission of the State of california,. Truck Tariff Section--
2nd floor, 50S Van Ness Avenue,. San Francisco,. California,. . 
94102', at least 90 days before said ettective date. 

Form. of Rescission ot Cancellation Notice--'l'he Rescission ot 
Cancellation Notice specitied in Rule 9'.4 shall ]:)e on paper 8 
1/2 by 11 inches in size, and shall :be in a torm sU:Ostantially 
as tollows: 

To _______ ~ ____ ~ __ --~~---
(Name of carrier) (Date) 

The Cancellation Notice issued to you bytheundersiqned on 
~~ ____ ~ to, terminate the agency' created by the Power ot 
Attorney issued by you to the Wldersiqnea,... is hereby 
rescinded • 

G.O. 80-C 
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Your participation in tariff(s) issued ~y the undersiqned~ as 
identified ~elow, will not ~e canceled. 

Name and Cal. P' .. O'.C. Numbers of Tariffs. 

By _________ ~~~~--~ __ ----------
(Tariff Aqent) 

Instructions~ This Rescission shall ~e furnished to the carrier 
~y the Tariff Aqent ~y registered mail at least 30 days before the 
effective <:tate of the sCheduled termination and cancellation stated 
in the "Cancellation Notice" which it, rescinds. A true copy Of, this 
Rescission shall be filed with the PUblic Utilities Commission of 
the State of california, Truck Tariff,Seetion--2nd Floor, 505 Van 
Ness Avenue,- San Francisco-, California 94102 ~ at least 30 days 
~efore said effective 4ate. ' 

Approved and dated 

G.O. ao-c 

,. at San FranCiSCO, california. 

PUBLIC UTILITIES COMMISSION 
OF THE 'STATE OF CALIFORNIA 

BY 
EXecutive Director 
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GENERAL ORDER 147-B 

PUBLIC UTILITIES COMMISSION OF THE 
STATE OF CALIFORNIA 

ROLES GOVERNING TARIFF FILINGS- BY COMMON CARRIERS· ANO CONTRACT 
FILINGS BY CONTRACT CARRIERS 
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RULE 1 - APPLICATION AND EXCEPTIONS 

1.1 Tariffs, contracts, and contract rate schedules, 
supplements, amendments, or revised pages filed. on or 
after the effective date of this General Order shall 
conform with the rules herein established. 

1.2 When provisions of this General Order are in conflict with 
the Commission's Rules of Practice and Procedure,. the 
provisions of this General Order shall apply~ 

1.3 Except as- otherwise provicled,. the carriers listed below 
are subject to this General Order~ 

(a) 

(b) 

Highway eOmJDon. carriers. as defined in PuDlie 
Utilities Code (Code) Section 213; 

Highway contraet carriers as defined in Code Section 
35·17. 

1.4 The prov~$~on$ of this General Order do not apply to 
transportation by independent contractor subbaulers when 
such transportation is performed for other carriers. 
However,. when there is. a unity of ownership, management, 
or control betw~en the principal carrier and the . 
consi~or, consignee or d®tor, subhaulers engaged by: a 
princl.pal carrier shall be paid 100% of the rate of the 
prime carrier. 

1.5 The provisions of this General order d.o not apply to rate 
exempt transportation by highway common carriers or 
highway contract carriers, nor do· they apply to· 
transportation performed by individual carriers which has 
been specifically exempted by Commission order. 

1.6 The provisions of this General Order d.o not apply to 
transportation governed by General Orders. 149 series, 150 
Series, or 151 series. 

RULE 2 - DEPARTtmES 

Departure from the prOVisions of this General Order may be 
qranted upon formal application to·the.Commission and atter the 
commission finds that such departure is reasonable and 
necessary. 

ROLE :3 - DEFINITIONS 

For the purpose of this General Order an4 when use4 in tarif!s~ 
contracts, or contract rate schedules filed under this General 
order I the definitions for. the tollowingter:ms shall apply: 
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3 .1 Commencing with D. , "'Base Rate'" means the 
lowest rate legally on file w~thin the last 12 months. 
Reter to Rule 7 tor requirements on changes to base rate. 

3.2 "Carrier's Equipment" means any motor truck, tractor or 
other hi~hway vehicle, trailer, semitrailer, or any 
combinat10n ot such hiqhway vehicles, operatea by the 
carrier or its sUbhauler. 

3.3 "Commission" means the Public Utilities Commission of the 
State of California .. 

3.4 "'Common Carrier" means· every highway common carrier 
aescribed in Rule 1~3(a). 

3.5· "Common Carrier Contract" means a contract for common 
carrier service filed by a contract carrier that also· 
holds common carrier authority.. A common carrier contract 
must be designed to yield· rates equivalent to· the 
carrier's ~iled tariff rates_ 

3.6 "Contract" means a bilateral agreement in writing' which 
binds both contract carrier and· the consiqnor, consiqnee, 
or other party to good faith per!ormance~ contracts for 
common carrier service shall ~e limited to· two years. For 
te:r1l1S of contract, see Rule 6 •. 

3.7 

3.8 

3.9 

3.10 

"Contract Carrier'" means every highway contract carrier 
described in Rule 1 .. 3,b) 

"Contract Rate SChedule" means a publication containing 
the rates and charges of contract carrieres), including 
rules, regulations, and provisions qoverninq the 
service(s) of the carrier,s).. This includes supplements, 
amendlnents,. revisea pages, .. or reissues of the pUblication 
filed by contract carriers. 

"Equivalent Rate" means a common carrier contract rate 
which, when filea, produces. the same charge as doe$ the 
common carrier's tariff rate applied to· the ~e shipment 
or shipments .. 

"Governing Publication(s)" means those publications which 
govern the application of a common or contract carrier 
rate. Examples of such pUblication are: 
Distance Table 8 and/or the Optional All Points to All 
Points Table for Distance Table a issued by the 
Commission, and amendlnents or reissues thereto·:-

HazarC!ous Materials Tarift ATA, 111-I·. (Cal. pac· 19 ot 
Alnerican''I'ruckinc; Association, Inc., Aqent) including' 
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supplements and reissues;- and 

National Motor Freight Classification 100' 100-P (cal. PUC 
28 of National Motor Freight ~raffic Association, Inc., 
Agent), including supplements and reissues (also referred 
to as the HGoverning ClassificationH). 

3.11 HIndependent Contractor/SubhaulerH means any carrier Who 
renders service ~or a principal c3rrier, for a spec1f1ed 
recompense, for a specified result as to the work only and 
not as to the means by which such result is. accomplished. 
This term includes sUb-subhaulers when such carriers are 
engaged by other subhaulers. 

3.12 HPointH means a particular city, town, community, extended 
area, metropolitan zone, or other area which i$ described 
or named in a tariff or contract rate schedule for the 
application of rates. 

3.13 HRateH means the figure stated in cents, dollars and 
cents, or their fractions, including the charge" and also, 
the minimum weight or volume and rules or conditions 
governing the application oftlle rate, and any accessorial 
charges. to be used in ~omputing the charge on the property 
transported. 

3.14 HRate BureauH means each conference,. bureau, cOXllll1ittee, or 
other organization established or continued under any 
agreement approved by the Commission under the provisions 
ot PU Code Section 496·. 

3.15 HRate Exempt TransportationH means transportation ot 
commodities or transportation within the geographic areas 
described in the most recent Commission publication, 
including any revisions, entitled HCommodities and 
Geographic Areas Exempt From Rate Requlation*. 

3.16 HSpecial ContraetH means a contract tor service or under 
conditions which~ (1) are not-normally provided under 
common carrier tariff rates· by any carrier, and/or (2) 
which provide for a speCial, continuing- relationship 
betWeen the carrier and the shipper. 

3.17 HTari!f* means a publication containing the rates and 
charges ot common carrieres) ineluding operating riqhts, 
(Scope of operations), rules,. regulations, and provi$ions 
qoverning the service(s) of the carrieres) includinq 
supplements,. amendments, or revisecl pages or reissues. 
Reter to General Order SO Series for rules qover.cing 
construction and filing ot ·tari~fs·_ . 
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3.18 WVaria~le Cost Calculation" ~eans a formula using carrier 
specific and commission-established data to deter=1ne an 
individual carrier's floor price, as. descril:>ed in 
D. (Refer to Rule 7.4.) 

3.l9 "Zone of Reasonableness" ~eans a zone within which 
common carriers lUay individually set rates without further 
Commission approval. ~he upper end of the zone is 
cumulative rate increses greater than 10% over a 12-~onth 
period'.. (Refer to Rule 7.,2.) The lower bound ot the zone 
is vari~le cost. (Refer to Rule 7.4.) 

RULE 4 - FILING PROCEDURES 

4.1 

4.2 

Two copies of tariff, contract, and contract rate schedule 
filings" including any supplements or amendments, shall ~e 
del i verecl or mailed to:: ' 

California PUblic Utilities commission 
Truck Tariff Section - 2nd Floor 
50S. Van Ness Avenue 
San Francisco, CA 94102' 

Rate Filing Transmittal and Date Filed 

(a) All tariff, contract, and contract rate schedule 
filings shall ~e accompanied ~y a letter of 
transmittal, which shall provide: (1) The carrier's 
name as it appears on the carrier's operating 
authority; (2) The carrier's T-nUllll:ler:- and (3) The 
tariff and item nwriber(s), the contract number, or 
the contract rate .;chedule number of the tariff" 
contract or contract rate schedule filing. The Rate 
Filing Transmittal Form in Appendix A may be used as 
the format for the transmittal letter. 

Cb) If a receipt for the filin~s is desired" the 
transmittal shall be sent 1n duplicate with a self
addressed st~ped envelope. One copy will be stampe4 
and returned as a receipt. 

(0) the date stamped "r.eceived" will reflect the date the 
document' is filed with the Truck Tariff Section in 
san Francisco. Once stamped received~ such rate 
filings shall be listed on the Commission's Daily 
Transportation Calendar within 3 working days after 
the d.ate tiled.. Tariffs, contracts, contract rate 
schedules,. and supporting documents shall be filed in 
a sinqle 'package which shall also include any 
transmittal' required to-accompany the '·filing ... 
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4.4 All contracts and tariffs filed will ~e available 
for public inspection at the Commission's office in San 
Francisco .. 

RULE 5 - TARIFF FILINGS BY COMMON CARRIERS 

5.l COXl'llllon carriers shall tile tariffs in accordance with the 
requirements of Oi vision 1 ot the PTJ Code and General 
Oreler SO Series .. 

5.2 Nothing in this rule shall prohibit carriers from 
publishing their own tariffs, or from joinin9 in tarif~s 
issued ~y rate bureaus or tariff publish1ng agents .. 

5 .. 3 COXl'llllon carrier tariffs shall not be designed to-be shipp.er 
specific. 

• 5.4 Every common carrier shall maintain and. lceep open tor 
public inspection a copy of its tariffs,. and any revisions 
or supplements in accord.ance with General Order 12-2 
Series. 

RULE 6 - CONTRACT FILINGS BY CONTRAC'r CARRIERS 

6.1 No contract carrier shall perform any transportation or 
accessorial service until it has on file and in effect 
with the Commission two- copies of an executed binding 
contract tor such service .. 

6.2 Contract carriers shall strictly observe,. as their exact 
rates, the rates and provisions of their contracts. . . -

6.3 Contracts shall contain a specific termination date .. 
Contracts servieeshall not be made ettective for more 
than one year. All contracts may be renewed. by filin9 an 
amendment with the Commission. 

6 .. 4 Every contract carrier shall keep- and maintain for the 
Commission's inspection all contracts for a period of 
three years after the termination date of the contract. 

6.5 Every contract carrier shall maintain and keep open for 
publie inspection a copy of its eontraets and contract 
rate schedules, and any revisions" amendments,. or 
supplements in aecor~anee with General Oraer'aO Series and 
122 Series. 

6.6 Eve:ry contraet shall contain: 

• 
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The name, address signature, and NTN tile number of 
the carrier. 

The naxne, address, and signature of the shipper. 

The date the contract was executed r the effeetive 
date,. and the duration of the contract .. 

The geographic area involved in performance, such as 
the route(s) and/or pOints. 

A description of all services to ~e provided, the 
commo4ities involved, and the projected tonnage Cor 
other appropriate unit of measurement) to- be 
transported. 

(f) The compensation to ~e paid and received. Rates 
shall ~e stated in their entirety as part of the 
contract,. unless reference is made to rates in the 
tariff provisions which govern the carrier's hi~hway 
common carrier operating authority,. in the carr~er's 
contract rate schedule,. or any governing publication 
tiled with the Commission ~y that carrier. 
(Exception-A contract carrier need only reter t~ 
official pUblications ot the Commission.) 

(g) 

(b.) 

(i) 

A provision specifically acknowledging the tariff and 
item number, contract rate schedule or governing 
pUblication containing the rates to· apply in the 
contract and the date ot the rates to, apply ~y 
reference,. inclucling a statement that the rate will 
not change unless an amendment to- the contract is 
filed,. or a statement clearly indicating the 
circumstances under which the rates.t~ apply by 
reference will change without further amendment to 
the contract. 

The condi tions.,. if any, under which changes in 
compensation or other terms of the contract may ~e 
mad.e ~y the parties. 

Such explanatory statements as are necessary to 
remove all reasonable do~t as to its proper 
application. 

6.7 Contracts shall ~e plainly typed. r or prepared by other 
similar durable process, on letter-size (not less than SN 
X. 10 1/2N nor larger than. S l/2 x 11N). paper of good 
quality and: shall :be clear and. legible... . . 
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6.8 Each carrier shall issue contracts under the *T* file 
number assi~ed to it ~y the'commission with suffix number 
~eginning W1th the number 1. Subsequent contracts shall 
bear consecutive suffix numb~rs. The contract number 
shall appear on every page in the following manner:. 

'CON'l'RAcr N'OKBER 
CAL T-OOO-1M 

6.9 A contract or an amendment which is required or authorized 
to be tiled by a commission decision shall refer to that 
decision in connection with the item or supplement which 
incorporates the change resulting- from the decision,. or 
shall refer to· the e.ppropriate provision of this genere.l 
order permitting or requiring- the change. 

Contracts may be amended by filing-a supplement or by 
filing- new paqes on whichchanqes are made .. Revised pag-es 
shall be identified as conseeutively numbered revisions of 
the previous pag-e,. . e •. c; .,. *First Revised Page 2 cancels 
orig-inal Pac;e 2.* 

6.10 A contract supplement or amendment to a contract shall 
contain: 

ea) 

(~) 

(c) 

Cd) 

Those requirements set forth in Rule 6 necessary to 
clearly and effectively identify and amend the 
oriqinal contract. 

Reference to- the item number, page number, and/or 
previous supplement number which it amends. 

The signatures of both the shipper and the carrier. 

The effective date of the amendment or supplement. 

6.11 When a carrier chang-es its name as shown in the 
commission's records, without transfer of control from one 
company to another; or when a shipper with which the 
carrier has a contract ehanc;es its name f .whether or not 
control is transferred from one company to anoth.er,-the 
carrier shall immediately amend all affected contracts· it 
has issued to· reflect the chanqe. The required amendment 
to each contract in effect may be accomplished by filinq a 
supplement containinqa proviSion that *whenever the ~e 
(enter the old name) appears it shall be' construed as 
meaning (enter the new name),* 

6.12 The Commission shall be notified in writing when a 
contract-is cancelled prior to- the expiration date 
containe~ in the contraet~ Unless an amendment is filed 
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with the Commission extending the duration of the 
contract~ it shall be considered cancelled on the 
expiration date .. 

6.13 Common carrier contracts may :be t:i.led. :by contract carriers 
which also hold common carrier authority. Common carrier 
contracts must provide service at rates equivalent to the 
common carrier's tariff rates in effect at the time the 
contract is filed. Common carrier contracts may be 
effective not earlier than 10 days after listing on the 
Commission's Daily Transportation Calendar. Rate changes 
over the life of the contract may be :based on the common 
carr:i.er's f:i.led tariff rates or economiC factors 
identified in the contract. Common carrier contracts may 
be effective for up to, one year, and may be renewed :by 
amendment •. 

6.14 Special contracts are for service or under conclitions 
which: (1) are not normally provided under common carrier 
tariff rates by any carrier, and/or (2) provide for a 
speCial continuinq relationship between the carrier and 
shipper, and may only be filed by contract carriers~ 
Special contracts may be effective for one year, may be 
renewed by amend.ment~ and must specify an expiration date. 

RULE 7 - REQTJIREMENTS FOR RATE CHANGES AND RM'E ESTABLISHMENl" 

7.1 Establishing Rates 

(a) Carriers shall establish rates in their tariffs or 
special contracts by filing appropriate tariffs or 
contracts,. accompanied by the Variable Cost 
Calculation requ;ired by Rule 7.,4. 

(b) Contract carriers shall establish rates in eommo'n 
carrier contracts by !ilinq rates at or . 
equivalent to, the carrier's own currently effective 
common carrier tariff rates. Rates may be pUblished 
by reference to' the carrier"s own tariff. 

7.2 Zone of Reasonableness 

(a) Except as provided in Rule 7.3(c), any change in a 
common carrier rate to, a level which is not more than 
ten percent above the carrier's base rate may be 
effective not earlier than lO days after listing on 
the Commission's Daily Transportation. calendar. 
Common carrier rate filings which incr~ase rates 
within the zone of reasonableness shall contain 
identification. of the base rate ~ speci:fyinq the 



• 

• 

I.88-08-046 ALJ/FSF/bg 

7.3 

7.4 

(b) 

Rate 

(a) 

(b) 

(c) 

(d) 
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taritt page and item number, and the ettective date 
of the base rate.' 

Common carriers may aecrease.rates in their tariffs 
by tiling appropriate taritf pages, accompanie4 by 
the Variable Cost Calculation required by ~le 7.4. 

Changes 

Common carrier rate increases greater than ten 
percent or cumulatively greater than ten percent 
base rates for the last 12 months, and rates 

over 

collectively set under Ptr C04e Section 496· require a 
formal application with appropriate cost 
justification. 

Except as provid.ed in Rule 7.3(a),. rates filed under 
this :rule may be tiled by a common carrier or a 
taritt pUblishing agent through independent action 
only • 

Common carriers wishing to cancel or amend a rate, 
which would result in an increase,. may cancel or 
amend within 30 days of the effective date of the 
rate. ~he resulting rate is subject to Rule 7.2(a) 
as determined by the base rate which was in etfect at 
the start of the 30 day period. 

Contract carriers may increase rates· in common 
carrier contracts and spec1al contracts already in 
effect by filing an amendment.. Amendments need not 
be filed tor contraet rate increase~ provided tor in 
the original contract. 

Contract carriers may decrease rates in special 
contracts· already in effect by filing an amendment, 
accompanied by the Variable Cost Calculation required 
by Rule 7.4 .. 

Common carrier contracts may not be amended to· 
decrease rates· below the initial rates in the 
original contract. 

Variable Cost Calculation 

Rates established or decreased pursuant to Rule 7.1(a) 
shall be accompanied by a variable cost calculation, 
asserting that the revenue from all oftbe rates filed 
pursuant to· Rule. 7.1 (a) e~ceed the carrier"s 
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variable cost. ~he variable cost calculation must ~e 
performed using the torm titled FLOOR PRICE ~ION 
attached as Appendi~ B to General O~der 147-8. 

RULE 8 - TARIFF AND CONTRACT FILINGS - PUBLIC NO~ICE 

8.1 Common carrier and common carrier contract rates tiled 
pursuant to'Rules 7.1(a), 7.1ebo), 7 .. 2·(a), 7.2(:b), 7.,3(c) 
and 7.3(d) may l:>e effective not earlier than 10 days after 
listing on the Co:mmission's Daily Transportation Calenclar. 

8.2 Special contract rates filed pursuant to Rules 7.1(a), 
7.3(cl) and 7.3(e) may l:>e effective not earlier than 20 
days after listing on the Commission's Daily 
Transportation calendar. 

RULE 9 - PRO~ES~S AND SUSPENSION OF RATES· 

9.1 Protests shall l:>e filed in accordance with the 
Commission's Rules of Practice and. Procedure. 

9.2 On the Commission's own motion or, if a protest is 
filed,.. the effective date of a tilin9', or any of its 
provisions at issue,. ~y ):)e temporar~~y suspended ):)y the 
Executive Director for a period ot time not to exceed 30 
days atter the scheduled eftective date, durinq which time 
the Commission will: reject the protest; deny the rate 
tilinq; or further suspend the rate and set the matter tor 

. hearing'. It the Commission further suspends. the effective 
elate of the tiling, or any ot its provisions.,. and sets the 
matter tor hearing, the period ot suspension shall not 
extend more than 120 days. l:>eyond the date the tiling would 
otherwise go into ettect, unless the Commission extends 
the period of suspension tor a further period not 
exceeding six months. It the commission does not act upon 
the protest prior to· 30 days atter the SCheduled effective 
date, the filing will l:>ecome etfective 30 days. after the 
scheduled effective date. 

9.4 Notice o,t any rate suspension shall be provided in the 
Commission's Daily' Transportation calendar. 

9.S· It the Commission suspends the etfective date of a filing, 
or any ot its provisions~ and sets the lnatter.f.or hearing, 
the :burden ot proot rests with the proponent' efthe 
filing. ., 

RULE 10 - COMPLAINTS 
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Commission review of any tariff or contract rate which is 
in effect may be initiated by tilin~ a formal complaint in 
accordance with. the Commission "S Rules of Practice and 
Procedure. The ~urden of proof in the complaint shall be 
upon the complainant. , 

RULE II - UNIFORM Rut.ES 

11.1 Common carrier tariffs shall contain a specific prOVision 
acknowledqin9 that the handling of claims for loss or 
damage of property is governed ~y General Order 139 
Series. 

11.2 Common carrier tariffs shall contain a specific provision 
acknowledging that the processing, investigation, and 
disposition of clatms for overcharge or duplicate payment 
are governed ~y General Order 148 series. 

11.3 Carriers shall expressly state in their tariffs and 
contracts or contract rate schedules whether collect-on
delivery (C.O.D.) services as defined in General Order 84 
Series will ~e provided and, if C.O.D. services are 
provided,. the tariff, contract,. or contract rate schedule 
shall contain a complete description of and an 
acknowledgelilent that General Order 84 Series governs the 
C.O.O. service to be provi~e~. 

11.4 Carriers shall provide in their tariffs and contracts or 
contract rate schedules: (1) a complete description of 
any services which apply to- transportation inVolving more 
than one commodity or transportation between more than two 
points (e.g. r mixea shipments,. split pickup and/or 
delivery, and stop-in-transit); and (2) A, description of 
the method by which distance shall ~e computed (if 
distance is part of'the calculation of the transportation 
charge). 

11.5 Carriers shall rate shipments separately, unless otherwise 
provided in their tariffs, contr~cts, or contract rate 
schedules. 

11.6 carriers shall not accept tor transportation hazardous 
materials as descri~ed in and subject to, the Hazardous 
Materials Tariff of the American TruCking Association, 
unless at the time ot or prior to- the transportation the 
carrier has complied with the requirements of the 
Hazardous Materials Tariff, and'state and· tederal 
regulations that apply to the transportation of hazardous 
materials. ... 

Approve(.\ and dated ________ ,' at San Francisco, california. 
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PUBLIC OTILI'l'IES COMMISSION 
S'l'ATE OF CALIFORNIA 

By 
Executive Director 



•• 

• 

.d ...• 

I.88-08-046· ALJ/FSF/bg 

APPENDIX F 
Page 14 

CALXFORNIA POBLIC 'OTILXTIES COMMISSION 
Rate P'Uinq ~nittal 

Date Carri-e-r------------------ T-. __ ~-----------Phone ( ).~ ____ _ 
Area COde Address ____________________________ __ 

______________ , Zip ________ __ 

Enclosed is/are the 
apply) : 

following rate filing(s) (check all that 

C J Common carrier tariff: 

'tariff Nwn.):)er(s) 

Item· Numl:Ier(s) 

C J Common carrier rate increase pursuant to· Rule 7.4 of 
G-.. O. 147-B·:. 

( J 

( J 

'I'ariff NWZIl:ler(s) 

Item Numl:Ier(s) 

Common carrier contract: 

Contract N\Unl:)er 

Special Contract: 

Contract·NUlI'Iber 

APPENDIX A to General Oraer 147-B 

APPENDIX F 
Paqe 1.5 

• 
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California PUblic Utilities Commission 
FLOOR' PRICE CALCULA1'ION 

Effective From October 12, 1989 to- December 31, 1989 

Carrier Nalne: _______________ ' T~Number: ------
Ad<:1ress: 

Tariff: 

Item N~er: 

With each tariff filing, common carrier contract and special 
contract the following information must be completeel: 

Total elriver wage payments in 1988: (a) __________ Dollars 
Total mileage recordeel by all revenue 

vehicles in 1988: (}:).) 
____________ M11es 

Divide line (a) by line (b): (c) ______ $/Mile 

Multiply' line (c) by ac1;ustlnent factor 
for payroll expense: . eel) .gX ___ .. lw •• 20.;0:§ .. 1_ 

Subtotal: (e) $/Mile 

Plus fuel, tire,. maintenance" insurance: (t) ..:... ___ ~Qu!-.;;'I41,;1j6~§_ SIMile 

Line (e) plus line (t) 
equals Floor Price: (9) 

It reporting for weiqht qroup less than 
10,000 pounas show average weight of 
LTL linehaul loads in 1988: (h) 

______ $/Mile 

____________ Pounels 

~ettitieatign: I certify unc1er penalty of perjury that the 
foregOing is, true and correct to- the best of ,my lalowled.ge,. anc1 that 
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the revenue per mile tor each rate tiled-with this torm exceeds the 
Floor Priee shown on line (q). 

Signature: ___________ _ Date: 

(END OF APPENDIX F) 
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.. 
GENERAL OROE~ lS5-A 

PUBLIC UTILI~IES COMMlSSION OF THE 
STATE OF CALIFORNIA 

ROLES GOVERNING ISSUANCE OF DOCUMENTATION AND COLLECTION OF 
CHARGES BY HIGHWAY CARRIERS 

Adopted ____________________ _ Effeetive __________ "' 

Decision ____________ __ in I.88-08-046. 

RULE 1 - APPLICA~ION AND SCOPE 

A. This General Order is issued to provide rules to govern 
issuance ot shipping and. related d.ocu:ments and. collection ot 
charges by highway carriers as de tined in PUblic otilities 
Code (Code) Section 3511. 

B. When the provisions of this General Order are in conflict 
with the Cownission' s Rules ot Practice and Procedure,. the 
provisions o'! this. General Order shall apply. If the 
provisions o! a Minimum Rate ~aritf or'General Qrders 147, 
l49, 15·0, or 15·1 Series eonfl:i.et with this General Order, the 
Minimwn Rate Tariff. or General Ord.ers·.147 t 149, 150, or 151 
Series shall apply •. 

RUU 2 - DEFINITIONS 

Commission means the ~lie Utilities commission of the State 
o! calitornia .. 

Debtor means person obligated. to pay freight charges, Whether 
consignor, consiqnee or other party. 

Hazardous Materials· means articles described· in the Hazardous 
Materials Tariff A~A 111 series of the beriean Trucking' 
Associations, Inc.,. Agent.' . 
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Highway Common Carrier means every highway common carrier as 
defined in Code Section 213. . 

Highway Contract Carrier means every highway contract carrier 
as defined in Code Section 3517. 

Rate Exempt Transportation means transportation of commodities or 
transportation within the geoqraphic areas described in the 
most recent Commission publication, includinq any revisions~ 
entitled NCommodities and Geoqraphic Areas Exempt from Rate 
Requlation. N Also included is transportation exempted for 
specific carriers :by Commission decision. 

Shipment means a sinqle consignment of one or more pieces from 
one consi9rlor at one time from one oriqin address in one lot, 
movinq to one consi~ee at one destination address, except as 
otherwise provided ~n the carrier's tariff. 

Vehicle Unit Rates means rates based upon an agreement between 
the carrier and the shipper for specifically identified units of 
equipment enqaged for specifically identified peri04s time 
(e .. 9'." hourly,. daily', weekly I' monthly, or yearly basis) • 

RULE 3 - DEPAR'l"ORES 

Departure from the provisions of this General Order may be 
granted upon formal application to- the Commission and after the 
commission finds that such departure is reasonable and necessary. 
Previously authorized departures from the Commission's 
documentation requirements are continued in effect • . 

RULE 4 - REQUIREMENTS FOR ISSUANCE OF OOC'OMEm'S 

4.1 Issuance of Bill of Ladinq 

Highway Common Carriers shall issue a Bill of Lading at the 
tim.e ot or prior to the receipt or pick-up ot the shipment., 
The Bill of Lading form and its use shall conform to the • 
provisions of the National Motor Freiqht Classification, 
filed with the Commission by National Motor Freiqht ~ra!fic 
Association,. insofar as such provisions pertain to issuance 
of bills of ladinq • Issuanoe .' and use ot the' Bill of Lading 
shall conform, to' the california Uniform Commercial Code,. 
Div •. 7. . 
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4.2 Issuance of Receipt/Shipping Order 

Highway Contract Carriers shall issue an appropriate 
receipt to each consignor, at the time of or prior to pick
up, for, each shipment to· be transportec1. This 
receipt may be co~incd with a shipping order. 

RULE 5 - ISSUANCE OF FREIGHT BILL AND RE~ED DOCUMENTS 

5.1 Issuance of Freight Bill 

Each carrier shall issue to the debtor a freiqht bill for 
each shipment or transaction. The freight bill may be in 
individual or manifest form anc1~ as a minimum, shall show 
the following info:z:omation: 

a. 

b • 

c. 

d. 

e. 

g. 

h. 

i. 

j. 

Name of carrier " its current address (includinq ZIP 
code)., telephone nuxn:ber (includ:i.ng area code) Cal-T 
·n~er. 

Date of freight. bill and freight bill number. 
Date(s) of shipment or transaction •. 

Name o,f consignor, name of consiqnee, and name of 
debtor. 

Point of origin and point of destination. 

Weight of the shipment or other factor or unit of 
measurement upon which rates and charges are based. 

Description of shipment or transaction in sutficient 
terms to permit an accurate. determination of the correct 
rate and charge or, in the case of rate-exempt 
transportation,. to permit an accurate determination 
that the shipment or transaction is· exempt from 
regulation. 

Rate and charge assessed. 

If discounts are tilec1, a statement that discounts may 
be applicable anc1 the carrier's phone number anc1 addreS$ 
to obtain further information. 

Othe~ information as may be necessary to make an 
accurate determination of the applicable rate and 
charqe_ 
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5.2 Issuance of Accessorial Service Document 

5.3 

When a carrier provides a service not included in the 
transportation rates, the carrier shall issue an accessorial 
service document to· the party who ordered the service and 
shall show the following' information: 

a. Type of accessorial service involved. 

b. 1'ime for which equipment was ora.ered,. if any, and ti=e 
of actual or constructive placement. 

c. Address where the accessorial service is performed. 

d. Time loadin9' or unloading bec;un and completed. 

e.. Free time allowable. 

Additional Requirements For Issuance of Documents In 
Connection With 1'ransportation Subject 1'0 Vehicle Unit Rates 

When transportation is perfonnea. pursuant to an aqreement 
based on vehicle unit rate~, the carrier shall provide the 
following' information in its :billing to tlle debtor, when 
applicab1e~ . 

a. 1'ype and period of transaction (e.q., hourly daily, 
weekly, monthly, yearly). 

:b. Name and addr~ss of carrier and shipper. 

c. Identification (by license number or Vehicle 
Identification Number) and type of equipment. 

d. Effective date of transaction. 

e.. Base vehicle unit rate. 

f. Number of hours and rate per hour. 

q- Miles operated and rate per mile. 

h. N1.llIIl:>er of premium pay hours and rate per hour. 

i. NUlDJ:)er o! excess hours ana. rate per hour. 

j . Number o·! helper hours and.. rate per hour • 
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k. Oates service perfoned on Satur4ay, Sunday, or holidays 
an~ rates tor same. 

1. Rate for temperature control service. 

m. Explanation of any a<1ditional charges (forklifts,. etc ... ). 

RULE 6 - COLLECTION OF CHARGES 

A. This rule applies only to· transportation sUbjeet to General 
Order 147 Series~ Except special contraets that contain 
other provis±ons and transportation for the United States, 

state,. county, or muniCipal governments .. 

Transportation and accessorial charges shall be collected by 
the carrier from the debtor prior to relinquishing possession 
of the property, unless the carrier has taken sufficient 
precautions to· insure payment. Upon takin~ such precautions 
the carrier may exten4 credit as provided l.n this rule. 

1. Freight bill for all transportation and accessorial 
charges shall be presented to the debtor within 15 
calendar days from the first 12 o'clock midnight 
followin~ delivery of the frei~ht~ Vehicle unit rate 
freiq,b,t bills shall be presented within seven calendar 
days following the end ot the transaction period. 
Vehicle unit rates for periods in excess of one month 
shall be billed within seven days from the end ot each 
month, corresponding to' the date service commenced. 

2 • Carriers may extend credit to the debtor for a period of 
seven days, excluding Sundays and legal holidays. The 
credit periOd will beqin frolrl the first 12 o'clock 
midnight following presentation of the freight bill .. 

:3 • 'l'he Oni ted states mail may be used forbillinq and 
collection. The postmark will be· used to record the 
date~ 

RULE 7 - OTHER REQU'IREMEN'l'S 

7.1 Retention of Records 

Each carrier maintaining an office or place of business 
within the State of California shall keep therein all 
docU1!1entation, includin~ any bills of lading,- freight 
bills,. accessorial servl.ce docwnents, weighmaster"s 
certificates or any other written. instructions, .. requests, 
agreements or documents- which support'the rates ana 
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charges assessed in connection with each shipment or 
transaction for at least three years from the date 
transportation was performed. Carriers which do not 
maintain an office or place of business within the State 
of California shall keep all documentation as described 
above for at least three years trom the date 
transportation was performed~ and shall make such 
documentation available to the Commission at its request 
in conformance with Code Section 3701. 

7.2 Hazardous Materials Transportation 

a. Before transportation any hazardous materials, 
substances or wastes, a carrier shall insure that it 
has complied. with doewnentation requirements of all 
governmental agencies char~ed with protection of the 
pU,J:,lic or the environment l.n connection with 
transportation of these materials~ sUbstances, or 
wastes. A carrier shall note on its treiSht bili any 
circuitous routing or separation of commo4ities required 
by these. . 

b. Before accepting any hazardous material for 
transportation, a carrier shall review shipper-prepared 
documents for compliance with Title 40, Part 262.20, and 
Title 49 Parts 171.8,_ 12.200-172.2-0S.~ Code of Federal 
Re9Ulations, including any amendments or reissues. This 
re~irement shall not be construed. as relieving a 
sh.l.pper ot any responsibility tor issuance or aceuracy 
of these documents.. The carrier shall retain one copy' 
ot each document in accordance with Rule 7.1, above •. 

. . 
Approved. and dated- ________ , .at San Francisco, california .. 

PUBLIC·t1TILITIES· COMMISSION 
STATE OF CAtlFORNIA 

By 
Executive Director, 

cENt) OF APPENDIX G) 

• 
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A. 

Aa 

Ad Hoc 

AL:J 

ASC'I' 

C .. , 

CHP 

CLFP' 

CMA 

Coalition 

CPIL 

CTA 

CW'l's 

D .. 

DMV 

00'1' 

DRA 

FTC 

GACC 

G_O .. 

RCA .. 

'. j' 
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LIST OF ACBONXXS 

Application 

Ass~ly Sill 

Ad Hoc Carriers Committee 

Administrative ~w Judge 

Americans tor Sate and Competitive Trucking 

Case 

Cali!ornia Highway Patrol 

Cali!ornia League o! Food Processors 

Cali!ornia Manu!acturers Association 

Cali!ornia Coalition tor Trucking Deregulation 

Center tor PUblic Interest Law 

California Truckers Association 

Cal-West Tarift Bureau 

Commission Decision 

Cali!ornia Department o! Motor Vehicles 

United States Department of Transportation 

Division ot Ratepayer Advocates 

Federal Trade Commission 

generally applicable common carrier 

General Orcler 

Highway Carriers Association 
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I. 

ICC 

L'I'L 

NMFrA 

NSSTC 

OIl 

PMTB 

PO 

sa 
SCMD 

Teamsters 

'l'FCI 

'WcnB 

APPENDIX B' 
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LIST' OF ACROlMIS 
(continued) 

Commission Order Institution Investigation 

Interstate Commerce Commission 

less-than-truckload 

National Motor Freiqht Traffic Association 

National Small Shipments Traffic Conference, Inc. 

Commission Order Institutinq Investiqation 

Pacific Motor Tariff Bureau 

california PUblic Utilities Coete 

Senate Bill 

Southern California Motor Delivery, Inc. 

California 'l'e~sters PUblic Affairs Council 

Truck Freiqht Cost Index 

West Coast Freight Tariff Bureau 

(END OF APPENDIX H) 
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State of California 
H-~a 

Public Utilities Commission 
San :Francisco 

MEMORANDUM' 

Date 

To 

From 

· · 
: 

· · 

October 6, 1989 

The Commission 
. ,Agenda Distribution) 

John ~. Ohanian, COm:JJJ.iSSione~ 

File No.: I.83-08-046, GenerAl Freight Investigation 

ALTERNATE '1'0, PROPOSED DECISION SUbject : 
Item H-1A, Agenda o·t 10/l2/89 

Following review by Legal Division and others, the Proposed 
Decision o~ ;u:] Ferraro, has been substantially rewritten.. The 
primary poliey thrust o·t the decision,. which is· to allow rates to 
be determined by market competit:i.on, is unchanged.. The important revisions are: 

Rearrangement and rewriting of the text to, more clearly 
explain the logic and policy decisions behind the adopted re9'\1latory program. 

2. Additional legal analysis to support adoption of the zone of reasonableness .•. 

3. A~ditional economic analysis to· support the findin~ that the 
general freight trucking market is workably compet~tive • . 

4.. Additional support to show exactly how the adopted program 
protects against the alleged problems in the market: 
o monopoly priCing 
o shipper clout 
o destructive priCing 
0' predatory pricing 
o price discrimination 
o poor service. 

5. Change in incentives for common and contract carriage~ In 
the alternate deciSion those incentives are controlled by 
different effective dates (10 days for common carriage,. 20 
days tor contract carriage), an4 defining eligibility tor 
special contracts (service not normally found on common 
carrier tariffs,. or $1000 per month minimum service level, 
or other meaningful service-related obligations). 

Because the revisions· are extensive, no. effort ~s been made to 
mark, Changes in the marginsot the revised document. 
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PROOF OF SERVICE BY MAIL 

I, ____________________ , declare: 

I am over the ageot lS'years, not a party to· this 

proceeding, and am· employed by the Calitornia·Public Utilities 

Commission at 505· Van Ness Ave .. , San'Francisco, calitornia .. 

0:"), _______________ , I deposited in. the mail at San 

Francisco, Cal itornia,. a copy ot: 

89 10 039 
(DECISION NCMBER or 'TYPE ot HEARING) 

(DATE ot HEARING) 

(APPLICATION/CASE/OII/OIR) 

in a sealed envelope, with postage prepaid" addressed to the last 

known address'of each of the addressees in the attached list .. 

I declare under penalty of perj.ury that the toreqoinq is 

true and correct and that this declaration was executed· on 

_________ , at San Francisco, Calitornia. 

---------------------* 
:.'. *Si'gnature and stamped name 
". ' .' 

3/88 
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Decision 89-l0-039 October l2, 1989 

Maned 

OCT 1 61989' 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO~ 

In the Matter of the Regulation ) 
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OPXNXO...N 

This decision tinds that a workably competitive marXet 
e~ists in the general treight trucking industry and adopts a 
flexiDle regulatory program which allows the etticiencies ot the 
market place to· determine transportation rates. In addition to the 
fle~ible rate program a n~er of safeguards are adopted to· ensure 
the p~lic is provided safe,. reliable service at reasonable, 
nondiscriminatory rates. These safeguards include some limitations 
on rates, a mOnitoring proqr~, a minimum level otservice 
requirement for common carr.iers, a requirelllen~ that all rates and 
associated discounts· be tiled and available tor pUblic inspection, 
and a toll tree telephone number tor veritying carrier operating 
authority. 

• We believe this approach provides the benetits ot 
competition with the control of regulation only where needed • 
carriers will be able to· openly compete tor customers, but not 
allowed to discriminate without justification. Shippers will be 

tree to have service tailored to the~r needs, and the trucking 
industry will be able to respond to· market pressures rather than 
regulatory mechanisms. We tully expect the dynamiCS ot 
california's economy to be matched by the dynamics of general 
freiqht trucXinq,. with the public the main bene!actor ot a more 
responsive and effieient industry.- Safety' will not be compromised 
in this achievement.. Commission initiated and legislatively 
mandated programs will be in place to provide the public with 
direct regulation and entorcement ot satety standards. 

Under our flexible program, common carriers will be 
allowed rate freedom within a zone of reasonableness. The upper 
end ot the zone is a 10% cap on rate' increases; the lower bound is 
carrier-specific variable costs .. , Common carrier rate changes. 
outside the zone and. collectively 'set rates reql.1ire a formal 
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application with appropriate justification. Contr&et carriers are 
not restrictecl by the zone in establishing rates, 'b'at may not set 
prices lower than their variable costs. To minimize direct 
competition between common and contract carriers, contract carriers 
are only authorized t~, enter into special contracts which provide 
tor a special relationship between the carrier and the shipper or 
tor service not normally provided under common carrier taritfs. 
All rates ancl contracts must be tiled with the Commission. 
However, common carrier rate changes not requiringanapplieation 
are effective on 10 days' notice. special contracts are effective 
atter 20 days' notice. 

Subhaulers'are subject to· ~ division ot'revenues (l:>etween 
prime carrier and subhauler) to· be determined afte~ additional 
hearings. 
Background • 

The issues raised in this proceeding were tirst addressed 
in Case (C.) 5436, et a1., and later in Oecision (0.) 90663·, dated 
August 14, 1979. That decision set up a five-year trans~tion 
period Which resulted in the initial opening of entry int~ the 
general commodities common carriage tield for thousands ot 
Calitornia permitted carriers. With passage ot the tive-year 
transition period, I.84-05-048 was. opened. That investigation 
included 23 hearing days, testimonY.trom many s~ents ot the 
transportation community, and an en banc oral argument. Finally, 
0.86-04-045-, dated April :t6, 1986·, ad.opted the present requlatory 
program as represented in General Order (G.O.) 147-A. Betore its 
acloption in 0~.a6-12-102, G.O ... 147-Awas the subject ot extensive 
workshops conduetecl by the Commission's Transportation Division 
staft. 

G.O. 147-A implemented a system ot carrier-made rates, a 
rate window, rate exempt dedicated equipment contraets, and the 
imposition of a Truck Freight Cost Index (TFCI) that impaets rates 
for common and contract carriers in California. Aclditionally, the , 
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decision set up a new procedure for future justifieation of redueed, 
rates and the review of rate re~uc:tions that were granted durin~ 
the transition period. 

It should be elear to the trucking industry that the 
progression of our attempts to meet the cban~inq situation in 
California intrastate transportation has been developinq over an 
extensive period~ Our movement toward relaxed rate requlation has 
not been easy, but the issues have been repeatedly addressed and 
the parties have had ample opportunity to assemble their evidence 
and develop the record. 

Aside from the fact that this proceeding is only part of 
a continuing progression of investigations, this is not a 
proceeding that contemplates total deregulation. 'rhe proposals 

.which have been presented are premised on the Commission retaining 
jurisdiction over the carriers operating in the State. This would 
be consistent with our treatment of various aspect~ of specialized 
transportation such as fresh fruits and vegetables and tank truck 
operations, which were released from rate regulation only. 
EroceduQl History 

On December 1&, 19S7 an. order was issued setting en banc 
hearings to consider the State's requlation of the for-hire 
trucking industry. This included consideration of all sectors in 
the trucking industry" not just general freight. En ):lane hearings 
were held in San Francisco on March 10 and 11, 1988 and in Los, 
Angeles on March lS, 1988. At those hearings panels of experts and 
a parade of witnesses, including the commission's Division of 
Ratepayer Advocates (ORA), expressed concerns about the re9U1ation 
of the for-hire trucking industry. 

On August 24, 1988, Order Instituting Investigation (I.) 
8S-08-046 an investigation into the regulation of general freight 
transportation by truck was issued. I.SS-OS-046 identified.'the 
Commission's re9U1atory objectives anci.inviteci athorou9h. re
examination of the' current scheme of regulation. Prehearin9 
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conferences which established procedural rules were held on 
Septe~er 14, 1988 and October l7, 1988. 

Fifty-four days ot evidentiary hearinqs commenced on 
Nove~er 7, 1988- and concluded on February 24, 1989 .. Additionally, 
two public comment hearings were held, one in Los Anqeles on 
December 5·, 1988 and the other in· San Francisco· on December 12, 

1988'.. The 56 volUllles ot, transcripts totaled 7 ,.28& paqes.~ 

The appearance list includes 59 individuals and 
organizations~ 18: ot which sUbmittedbriets. One hundred six 
witnesses offered testimony includinq 19 rebuttal witnesses.. A 
total of 186 exhibits and 13 reference items were received .. 

In accordance with § 3·11, the proposed decision ot A'LJ 

Ferraro was mailed on June 6, 1989'. comments were received from 16 

parties. These have been reviewed and carefully considered by the 
Commission. Many chanqes induced by the comments and during our 
own deliberati~ns have been incorporated into the final decision .. 

' . 

• 

PositionS ot the Parties • 
Below is a description ot each party's position with 

respect to rate requlation. ~e parties stronqly disagreed on .the 
proper amount of rate requlation for the general freight truckinq 
industry.. Their pOSitions spanned the continuum from total 
derequlation to rigid rate requlation. In addition to the main 
issue of rate requlation, parties also addressed the closely 
related issues ot: collective ratemakinq, sUbhaulinq, safety, and 
credit rules. Each issue is discussed in a separate section .. 

california Trueking Association lem> 
~ is one ot the larqest and most active truckinq 

organizations in the State, with about 2,500 meml:>ers.. C'rA conducts 
programs on manaqement and truck satety,. has local and statewicle 
committees which address important trucking issues,. and enqaqes in 
lobbying activities on behalf of itsmemJ:)ers. 

CTA recommends increased economic requlation for a stable 
industry capable of meeting the state's needs~Additionally,' CTA 
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tears rate derequlation will cause rate discrimination, a reduction 
in service to small shippers and rural communities, increased 
highway accidents, and an increase in highway congestion and air 
pollution. It the market is allowed to set transportation rates, 
CTA arques that the Commission would give advantage t~ large volume 
shippers and. high-volume ~rattic::'lanes. 

According to. t::rA, during relaxed rate regulation (198-0-
198,6) shippers, using market power, forced carriers. to, lower rates. 
This resulted in reduced carrier revenues and discouraged capital· 
investment. General freight carriers suffered major losses of 
capital which manifested themselves in bankruptcies" exit from the 
industry, ?lder equ.ipment, and lower wages.. The larg'e number of 
bankruptcies and firms exiting the industry during this transition 
period resulted in poor quality service to some shippers and 
general instability in the industry. t::rA states that lower 

• trucking rates in the transition period~ (1) increased shipper 
profits by nearly $1 billion" (2') were not passed through to 
conswners" and (3) continued until the current regulatory program 
was instituted. 

CTApoints out that in 1986 California c::a;riers received 
a 10% rate increase, the first general rate increase in the 
Commission tariffs since 1980. This led to reinvestment in 
trucking eqaipment and employee drivers. To· plunge these carriers 
back into cutthroat rate competition would cause disastrously low 
'profit margins, impossible debt-to-asset ratios, and increase the 
difficulty of attracting new capital. Furthermore, market-set 
rates lead to· overcapacityr carriers expand fleets and duplicate 
services in an attempt to increase market share_ This results in 
an extra cost that society eventually pays for in pollution,. 
congestion, and higher rates· to- shippers without market power. 

'. 
CTA also asserts that the less-thAn-truckload (LTL) 

industry has· large economies of scale which support predatory 
behavior. CTA points to· the significant concentration, in the 
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interstate LTL industry since rate 4erequlation in 1980 as evidence 
of this behavior.- Additionally, eTA cites eXMmples of rate 
diserimination in rate deregulated markets by 'Interstate Commerce 
commission (ICC) earriers and lost service and increased rates to 
rural shippers. CTA believes that: (1) secr'>.t rates and discounts 
prevalent under deregulation prevent shippers from making in~ormed 
deeisions and effectively barqaininq for rates, and: (2) service to 
rural areas . does no~ always support. multiple earriers" which 
without rate regulation will result in shippe;rs paying- monopoly 
prices. 

Aceording- to CTA, highway safety bas also· SUffered 
b~cause of relaxed rate regulation. CTA claims reductions in rates 
have lead to the use of older and inadequately maintained 
equipment, lower driver waqes, and inadequately trained and 
emotionally unsuited drivers. CTA states that 'truck drivers are 
identified as the primary cause of over 90% of truek-at-fault 
accidents and argues. that a direct connection exists between rate 
regulation and highway, 'Safety. Additionally I CTA, believes. that 
carriers in poor financial condition will delay needed maintenance; 
hire poor quality drivers, and operate in an unsafe manner. 

In another area related to·' motor carrier infrastructure, 
C'I'A cites the recent enactment of S8 l$l (Stats.·l987, ell. l3-01) 
whieh qave the South Coast Air Quality Manaqement District 
(District) authority to restrict traffic within its jurisdiction. 
The law also provides for the formation of other j urisd'ietions 
throughout the state. Among the proposals being considered by the 
District are peak period fee assessment,. tr~ffic diversion, 
requiring carriers to retrofit equipment with engines which burn 
elean fuel, and outright bans. "Additionally, the City of Los 
Angeles has. proposed ordinances and the .California Air Resources 
Board, has adopted guidelines for restricting' truck traffic to· 
minimize air pollution.CTA, claims this, threatens. free,aeeess to 

.. . ~:',.": 
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california's freight transportation infrastructure and recommends 
Commission action to reduce the involvement of l~l jurisdictions. 

CTA's proposed regulatory program will require all common 
carriers to file rates through tariff bureaus granted PUblic 
utilities (PU) § 496 antitrust immunity. Within the bureaus,. 
individual carriers will have the right of independent action. 
Proponents of any change in a common carrier rate must either be a 
tariff bureau member carrier whose traffic is directly affected, or 
an affected freight bill payer. All bureau rate changes must 
receive Commission approval before publication. All common 
carriers must publish rates to all points and places in their 
ser'V'ice area. Cost justifications- for rate ehb.nges shall include 
the costs of operating in compliance- with all State and Federal 
laws including:. the speed limit,. hours of service limitations. 
(including waiting or delay times), and compliance with weight 
regulations .. 

Contract carriers will be required to fiXe contracts with 
the Commission. Rate increases may be filed on one day's notice 
and rate reductions must be filed on'30 days' notice, measured from 
the date of publication in the Commission's Transportation 
Calendar. Rate reductions must be cost-j.ustified under the same 
rules as common carrier cost justifications. All contracts must 
include a provision which makes the shipper co-liable for all 
accidents arising from- the carrier's performance for the contract 
shipper. A carrier would have no' limit on the number of non
dedicated contracts it may enter. 

Contract carriers will be limited to- three dedicated 
contracts. To be eligible to use dedicated contracts a contract 
carrier must meet the following conditions: (1) only carrier 
employees or subhaulers paid in accor~nce with a cost-justified 
settlement schedule may be used,. (2) balance sheet assets must be 
at least 1.4 times greater than current liabilities, (3) labor cost 
on the carrier's income statement must meet the labor rati~ test, 
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(4) at least 50% of the carrier's revenue must be earned from 
intrastate California transportation, and (5) a driver selection 
and training program, and an equipment maintenance, repair and 
replacement 'program must be in place. 

Additionally, carriers wishing to use cost justifications 
and dedicated contracts must place, at an acceptable level, in a 
measurement device called a safety score. The safety score 
examines financial and operatin~ data that CTA studies claim are 
correlated to high~ay safety. An acceptable safety score is one in 
the top two-thirds of all motor carriers. Common or contract 
carriers who are ranked in the bottom third must provide a cost 
justification which demonstrates the reduced rate will measurably 
improve at least one of the four elements of the safety score. 
This improvement must be sufficient to, move the carrier out of the 
bottom third. Contract carriers wishing to use dedicated contracts 
must have a safety score in the upper half of all carriers. More 
details on the safety score will be provi~ed in the safety section • 

The current programs for the TFCI, prevailing wage, rate 
windo~, and rules for meeting a competitor's rate remain unchanged. 
SUbhauler rates would be requlatedand subhaulers paid in 
accordance with a cost-justified rate schedule. More detail on 
etA's proposals for sUbhauler regulation is contained in the 
subhauling section. 

Ad Doc carriers C9Jgmittee (Ac:l HW. 
Ad Hoc" a coalition of motor carriers and others in the 

transportation industry, was formed for the purpose of 
participating in the investigation of general freight motor carrier 
requlation. Ad Hoc presented numerous witnesses includin~ an 
accountinq profeSSional,. equipment sales representatives," a 
subhauler, a prime hauler and several transportation consultants. 
The testi~ony offered covered a ~road spectrum ot economic and 
policy issues, but only two witnesse$ submitted, speCific 
recommendations. 
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Ad Hoc believes the issues addressed in this OIl were . . 
adequately examinea in prior proceeaings, and general !re:i.qht motor 
carriers have achieved a l~ited deqree o! stability ana financial 
benefits under the current regulatory program. To- seek.major 
changes at this time is premAture and the industry should be given 
a full opportunity to make the current proqram work. 

Ad Hoc does recommend some ~ine.tunin9 to the existing 
reg-ulatory proqraln in areas. that have been identified as problems. 
In two instances, Ad Hoe witnesses differ on the modifieations that 
should be made: rate window filings and competitive rate filings 
under G.O. 147-A. One recommendation tor rate window filings would 
discontinue the filings beeause they are more of a burden than a 
benefit~ The other recommendation would continue rate window 
filings without ehange because they are working satisfaetorily for 
both carriers and shippers~ 'I'here is also· a contlic:t with Ad Hoc's .. 
recommendations for competitive rate filings. One continues the 
filings with no changes since·the provisions contain several 
protections against abuse of the privilege, and the other continues 
the filingsr but allows existing carriers to- meet competitive rates 
without having' previously handled the traffic. 

Ad Hoe proposes that existing common carriers be allowed 
to lower rates to· meet a competitor's GACC rates without cost 
justification. This recommendation addresses the competitive 
advantage of new common carriers and existing ~ontract carriers. 
These carriers can file any existing GACC rate without cost 
justification, while existing common .earriers must cost-j.ustify the 
same rate. Ad Hoe's proposal would eliminate this competitive 
advantage. 

Ad. Hoe also recommends that the 'I'FCI,. c1eciicated 
contracts, an4 cost jus~ifications be retained with a sincere 
effort on the part of Commission statf and the industrY to educate 
carriers and shippers on the requireme~ts. Additionally, Ac1 Hoe 
requests an investigation into discounts beeausediscriminatory and 
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preferential discounts are illegal, improper, and contrary to the 
interests of' consumers .. 

In support of its recommendations Ad Hoc concludes that 
derequla~ion will result in the following: 

1. Lower rates to larger shippers and higher 
rates to smaller shippers·. 

2. An increase in total intrastate 
transportation costs. 

, . 
3. Increased profits tor major shippers. 

4. A decrease in the ability of intrastate 
carriers to attract capital. 

s. Orivers and subhaulers working exeessive 
hours at illegal speeds. 

6. Redueed expenditures for vehicle 
maintenance and safety. 

7. An increase in the average age of equipment 
utilized by intrastate for-h~re motor 
earriers licensed by this Commission. 

8. Oiminished availability and frequency of 
motor carrier services to· small towns and 
rural areas. 

Although Ad Hoc makes recommendations for changes or 
modifications to the current program, it does not specifically 
outline the steps that should be taken. to effect the changes. Ad 
Hoc believes it is in the best interest of the State's economy to 
give the existing pro9raln a' ehance to work, and urges the 
Commission to address regulatory issues within the scope of the 
current program rather than adopting a new regulatory program. 

california :reMIseD PUbli~ Attain COUU9il CTegstc:;rsl 
Teamsters supports the continuation of the current 

program~ with some modifications, and speci~ically opposes less 
restrictive rate reC]Ulation.. Teamsters believe large shippers have 
benefited from dere9Ulation through lower shipping.' rates and 
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greater market clout, ~ut that those benefits do· not balance the 
negative social and economic consequences. In its view both 
interstate derequlation and the period o! relaxed rate regulation 
in California (1980 and 1986·), caused enormous economic <1isrupt1on 
in previously stable markets. This had particularly disastrous 
consequences for small shippers,. highway safety', and industry .' 
employees .. 

Teamsters addresses the negative effects o! lessened rate 
regulation, and argues that no evidence has Deen advanced to· show 
the cost-justified rate system now in ef!ect produces 
noncompetitive rates, Nmonopoly rentsN for workers, or any of the 
other problems allegedly suffered by shippers prior to· 1980. 

Teamsters states that labor (particularly union labor) shouldered 
much of the economic burden of derequlation. Many employees were 
!orced to accept pay cuts, increased work hours, and a decline in 
working conditions. Workers who had Deensteadily employed for 
decades found ~emselves ~employed or underemployed while others 
lost healtn care or pension benefits for themselves and their 
f~ilies. This loss of Denefits places additional burdens on 
taxpayer supported services,. rather than carrier supported plans. 

Teamsters also focused its attention on the relationship 
between economics, highway safety,. and the· impact of interstate 
deregulation. While freely a=i tting there is no· simple' 
correlation to· be made between highway ~,fety and derequlation, 
Teamsters arques the economic pressures brought on by derequlat10n 
bave a definite impact on certain factors related to· truck 
accidents. These impacts include: (1) delays in new equipment 
purchases, (2) deferred. vehicle maintenance,. (3) poor management 
and personnel practices, and (4) unsafe.operating practices. 

Teamsters. proposes the current· rate regulation proqram be 
modified in three areas. First,. the TFC:t should· be updated more 
than once a year for labor and other tixed costs·.· Second,. the 
Prevailinq Wage Report should; De revised·, to- exclude carriers' who 
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pay drivers minimum wage and to include nondriver employees as a 
seeondary labor cost~ Finally, Teamsters advocates a fixed 
division of revenues between sUbhaulers and prime earriers, with 
prime carriers eompensated only for their costs. Prime carriers 
would be required: to pay sul:lhaulers rates whieh are eost-justified 
using sUbhauler eosts. ~eamsters' reeommendations for sUbhauling 
are discussed in more detail in the subhauling section. 

Jl;i,gb.gy; caa-is:rs Msocia:tionlWillig Fmj,ght Lines eRg) 
Rigbway carriers Assoeiation. is an organization of 

approximately 600 small carriers,. and willig Freight Lines is a 
large LTL earrier with both interstate and intrastate operating 
authority. 

HCA says this proeeeding is unnecessary and should not 
have ,been undertaken because the current requlatory program is the 
result of a recent and extensive inquiry into the regulation of 
general freight. HCA believes the existing program eontains 
defects,. but maintains. that· the . remedies are relatively simple and 
straightforward and do· not warrant a complete overhaul. RCA 
advoeates instituting the modifications to, G .. O'. 147-A recommended 
by the Commission staff in November 1987. These recommendations. 
would: 

1. Allow generally applieable eommon carrier 
rates to be published by existing common 
carriers, not merely new common carriers 
and contract carrier eompetitors. 

2. Remove the requirement that a carrier 
already be handling the traffie in order to 
meet the rates ot a competitor. 

3. Create a provision whereby carriers eould 
make minor ehanges t~ tariffs without 
havinq to file a cost justifieation or a 
formal applieation. 

An additional problem with the existing program occurred 
when earriers were required t~ transfer rate&from transition 
tariffs· (pre-19S&) .. , to- individ\21 publications or bureau tariffs • 
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Many smaller earriers could not atford to file all former rates 
simultaneously and ehose to file simplified taritfs~ However, once 
an initial filing was made,. subsequent changes required Commission 
authority. Untortunately, many carriers. did not Decome aware of 
this until atter their actions limited their options. 

HCA also recommends clarification ot the TFCI. A literal 
interpretation has resulted. in application ot the LTL index to 
thousands ot TL rates published on a Nper unitN or Nper mileN 

basis. RCA has also· identifi~d a number of technical refinements 
to the 'l'FCI whia should be addressed .. 

In response to the proponents of flex~le rate regulation 
RCA argues that: 

1. Shippers do not pay more in California than 
elsewhere. 

2. Shippers are not moving out of California, 
they are movinq into· the State. 

3. Consumers will not pay less When trucking 
rates decline. 

4. Just-in-time production concepts have Deen 
in California for many years .. 

5. FlexiDle rate regulation would create 
inequities Detween competing classes and 
undermine the common carrier system. 

6. Less rate regulation will have a 
siqnificant 4etrimental effect on safety. 

Finally, HCA urges a fine tuning of the existing prOCJram 
to allow the industry to continue on the course of establishing 
competi ti ve " carrier-set,. cost-based rates. 

Parti~s Represented by Edward J. Hegarty CHESAml 

Hegarty represents the California Carriers Association 
and the California Dump· Truck Owners Association. Hegarty raises 
numerous legal arguments in support ot the existing regulatory 
proqram. These are addressed in the legal section below., 
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Additionally, Hegarty points o~t that the classification 
of freight AS either general or dump truck is an iss~e in C.5437, 
OSH 323 and sho~ld not be litigated in this proceeding~ We agree 
with Hegarty on this matter and will leave the classification of 
freight to be resolved in C.5437, OSH 323. 

West COast Freight Tarift Bureau CWc;rml 
WCFTS- supports the current requlatory program beca~se it 

preserves rate stability and ensures a stable trucking industry. 
WCFTS says the trucking industry was financially hurt by the 
transition perio4 and that stt~ll companies will be torced out of 
business by destructive and predatory pricing if rate requlation is 
siqnificantly reduced or eliminated. 

According to WCFTS" ORA's proposal is discriminatory and 
unfair to common carriers. Common carriers are required to file 
rates While contract carriers are not. ~hispresents an'untair 

• competitive environment between common and contract carriers., 

• 

Finally, WCFTS supports continuing the current requlatory • 
program with the following modificat~ons: (1) allow existing 
carriers to file new GACC rates, and (2) allow all carriers to-meet 
the rates of competitors with a cost justification withi~ 60 days. 
WCFTS also supports carriers having the choice of individual 
tariffs, agency tariffs, or subscribing to a tariff bureau which 
has antitrust immunity in accordance with PO § 496. 

Pacific Motor tariff Bui&au CPKTBl 
PMTB, represents approximately 300 carriers, the majority 

of which are small and file only intrastate rates. ~S arques 
that the current program has' been in effect only two years and 
should not be overhauled. 

Furthermore, ~B believes that large shippers and 
carriers Which propose flexible or no rate requlation ~re motivated 
by self-interest. Under their proposals~ large shippers will be in 
a superior bargaining position for preferential rates, and large 
carriers will, enter new markets intent on domination or 
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aestruction. In contrast, small family-owned carriers are 
interested in safequarding their livelihood through rate requlation 
ana small shippers without bargaining power seek Commission 
protection. 

According to PMTS, the Commission has the responsibility 
to, make a, decision in the best interests of the pUblic by ensuring 
a transportation system that is safe" efficient,. and offers 
adequate service levels. With some minor adjustments, PMtS 
believes the current regulatory program meets these objectives., 
Since PMTB, modifications. to-the current program parallel those of 
HCA, they will not be repeated. 

cal-West tarit, BUreAU cornu 
~B represents approximately 500 members which have 

operating authority from the Commission. CW'I'B: (l.) advocates 
retention of the current system with some moc1itications, '. 
(2) believes the present syst~ creates. a competitive enviromnent, 
is' reasonable,. and allows rate flexibility, and (3) asserts that • 
requlatory change' would adversely affect the industry and the 
public. 

The testimony of ~B describes. the problems experienced 
by carriers durinq the period of rate flexibility, 1.980 through 
1986. Its witnesses recounted situations. in which they were 
compelled to offer excessive rate reauctions to retain business. 
One witness, who provides repair services to many carriers, 
testified that e~ipment is not being maintained properly because 
aerequlation reduced revenues. 

Furthermore, CWTB states that contract and common 
carriers currently compete for the same traftic, but economic 
deregulation of contract carriers would result in predatory priCing 
practices ana prejudicial pricing in ta~or ot large volume 
shippers. This would prevent common carriers from competing for 
favorable traffic and force the common carrier industry into 
bankruptcy .. 
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CWTB supports a regulatory policy that will be uniform in 
its application and, enforcement and will ensure adequate service 
without discriminatory ra~es. To accomplish this, CWTS believes 
the current rate regulation proqrammust be continued for both 
common and contract carriers. However, CWTS recommends the 
following steps to· tine-tune the existing program: 

1. Cost justifications applicable for only one 
year. 

2. Common carriers allowed to reduce rates to 
meet other carrier GACC rates. 

3. Elimination of the requirement that a 
carrier already handle traffic to meet the 
cost-justified rate of a competitor. 

4. Published guidelines for cost-justifying 
rates .. 

5-. Strict. enforcement ot the Commission rules 
and regulations. 

6. Review ot the regulatory program. five 
months after this decision •. 

National Motor Freight Tarit' Association CHMP'TAl 
NMFTAis a Virginia based tariff association with 

approximately 7,000 participating carriers,. 18a. ,of which. have 
intrastate operations, in California •. NMFTA publishes the National 
Motor Freigh.t Classification" which it files with the Interstate' 
Commerce Commission (ICC) and 42 state regulatory agencies, 
including this Commission. 

The primary issues addressed by NMF'I'A are: (1) wbether 
there is a link between economic regulation and motor carrier 
safety, and (2) the effect elimination of motor carrier rate 
regulation would have on the~lifornia trucking industry 
infrastructure. NMFTA states ther~ is definite linkage between 
economic regulation andsa:eety, with partial or complete 
elimination of motor carrier regulation resulting in a 
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aeterioration in highway safety. ~he elimination of interstate 
motor carrier regulation has also adversely affected the financial 
stability of the trucking industry, resulting in· poor service 
ana/or hiqh rates to small shippers and communities.. Shippers ot 
difticult to· handle commodities'have been left with no· public 
service.. Undesirable freiqht has .. :been shunned .and/or usecl to 
subsidize the reduced rates obtained by the tavorite te~. 
Excessive competition has driven established carriers out of 
business and causes many carriers to· operate at rates Which do not 
meet their costs. 

NMFTA argues that the interstate experience has tauqht 
that economic pressures,. created by rate discountinq and excessive 
competition, qive rise to safety problems due to· reduced 
maintenance expenditures, the inability to purchase new equipment, 
and reduced driver wag-es.' Under the interstate system,. pu:Dlished 
discounts are often below cost and do not indicate to whom they' 
apply. Some shippers have pressured carriers to establish 
arrangements whereby the shippers are paid the published discount 
even though they do· not pay the freight bill. 

NMFl'A submits that ~e interstate system has produced 
preferential ancl cliscriminatory rate practices ancl it california 
abandons riqicl rate· regulation it would experience similar effects. 
Regulatory control, economic and otherwise', over motor common and 
contract c:.arriage is absolutely essential to; the success of . 
California's intrastate transportation system. NMFTA believes that 
while the current proqram may requ.ire additional fino-tunin9', its 
regulatory obj ecti ves are sound. FUrther implementation and 
experience with this proqr~ should oeeur betore the industry and 
the public are subjected to' disruptive policy changes. 

Eolqer Atbeam« Jr, (Athearn) 

Athearn is a transportation consultant who appeared on 
behalf of himself and testified for Ad Hoc. Athearn argues that 
the federal experiment in transportation deregulation has resulted 
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in a Qecrease in the availability of full service motor common 
carriers, which are essential to small :businesses and small rural 
communities. This conclusion was drawn from Athearn's analysis 
which determined the number of common carriers havinq authority to 
serve California's county seats declined by 48% from 1982 to 1988p 

Athearn also states that full service motor carriers have 
been unable to· resist the economic pressure to.charge their major 
corporate customers lower rates or grant higher discounts while 
charqing small business'more for the- same service. This 
discrimination has placed small businesses and small rural 
communities- at a disadvantage that cannot be explained by 
differences in the cost of transportation.service. 

Finally, Athearn is opposed to common carriers p\lblishing 
rates for speeifically named customers· or predicating rates on 
meaningless :bill' of lading certificates. Secret rates in . 
confidential eontracts are not in the public interest.' Athearn 
:believes that carriers should not be allowed to· hold both common 
~d contract authority and the only way to prevent discrimination 
is to- require carriers to· publish their rates~, 

Ac'l'nn 
AC'rran is a eonsulting firm. primarily involved with 

interstate and intrastate transportation rate analysis. AeTran 
supports the current requlatory program and icientitied a number of 
prOblems that exist in the interstate derequl~ted ma~~et. Among 
the specitic ills are unsafe driving practiees'due to reduced rates 
and the use of rebates and· kiekbacks.. Another serious pro):)le:m. is 
the ~ilin9 of rates. Contract carriers are not required. to- file 
rates and common carrier filing requirements are not entoreec1. 
Finally,. AeTran sUbmitted. a comparison of interstate and intrastate 
rates and. expressed concern over the trend toward monopolization of 
the truCking industry. 
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Parties R!imres§lted by GaXY lIaas (BAas) 
Haas represents three carriers~ Cooper Fine Line 

Transport, Dolo-Chem Transport, Inc., and Great American Transport. 
'These carriers testitied in support ot rate regulation, but 
criticized the implementation ot the current program. They also 
o~ject to· inadequate enforcement and oppose rules which favor larqe 
carriers over small carriers. 

J2i,vjsion of Ratepuer Adv29A-teS (DRA) 

ORA is a separate division within the Commission assiqned 
to investigate, develop,. and promote policy positions tor the 
public in general, and ratepayers specifically. As its name 
suggests, ORA. represents the interests ot those who pay the rates, 
including shippers, consignees, and ultimate consumers of the qooc1s 
shipped. ORA is also interested in the welfare of the trucking 
industry, but wants the greatest value at the lowest price, 
consistent with safe, reliable service. 

ORA states that gen~ral freight transportation is an 
essential service to· commerce,. industry,.and the public at large ... 
However, its te~deney is not toward a natural monopoly and does not 
require unique access such as transmission lines. Historically, 
trucking regulation has 'differed from regulation of classie 
monopolies (gas,. electric, telephone,. and water utilities). n"e 
rates set by the Commission have ~een minimum rates· rather than 
fixed rates, and this- protected the in~ustry rather than the 
consumer. Al though the current system tor qeneral· treiqht. is not 
tr~ditional minimwn rate requlation, it still protects· the 
industry. 

Additionally, ORA claims the rationale tor this 
protective requlation has been to avo·id the negative etfects ot 
excessive competition, rather than the negative effects of 
insufticient competition. ~hose advancinq riqid,rate requlation 
assert two types of harm may result from less requlation: 
predatory pricing and destructive competition. The arguments for 
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retaining this protective regulation come mainly from trucking 
companies. They seek four different kinds ot protection: 

1. Protection from, themselves: truckers are 
incapable of calculating their own costs 
and/or unable t~be restrained by market 
forces .. 

2. Protection from each other: truckers are 
so rapacious they will consume each other 
or drive each other out o! business. 

3. Protection from shippers: large shippers 
will be able to, drive transportation prices 
below cost., 

4. Protection for the public: consumers will 
ultimately pay higher prices~ service will 
deteriorate, and the highways will be 
unsafe. 

According to- ORA, these protections are founded on 
unreasonable assumptions. Tbe arguments espoused by those favoring 
rigid rate regulation are incon~istent with economic theory, 
practical experience,.. and common sense.. P'Urthenore, rate 
regulation has never directly controlled, or adequately addressed 
safety and service .. 

ORA is. convinced that economic requlatio,n interteres with 
the efficient operation ot market forces and imposes unwarranted 
regulatory costs on carriers which are passed on to shippers and 
ulttmate consumers. The regulatory process also prevents prices 
and service from rapidly responding, to changes in'the market. 
Pricing based on average or representative carrier costs 
contributes to inefficiencies and prevents new entrants trom 
exerting competitive pressure on existing carriers. 

By contrast,. ORA believes California consumers will enjoy 
substantial benefits it general freight rate regulation is relaxed. 
Relaxed regulation will encourage competition in the marketplace, 
creating strong incentives to minimize carrier costs and increase 
service options., Increased competition will reduce transportation 
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prices through lower carrier profits, lower labor costs (more 
efficient deployment: not necessarily lower 'wages) , and more 
efficient operations. 

Other than pricing flexibility and service availability, 
safety on the highways is the primary concern of ORA. Proponents 
of rigid rate regulation argue that relaxed rate regulation will 
result in unsafe practices and greater risks on the highways for 
carriers,. shippers, and the public at large. However, ORA states 
that rate 'regulation has never required direct expenditures on 
safety. Moreover, a review of the safety literature and· the best 
available infor.ma.tion does not support the claimed link between 
rate regulation and highway safety. This body of information 
indicates that direct enforcement of safety regulations has the 
greatest impact on highway safety. 

ORA argues that m~tor carrier safety pays and responsible 
carriers seeking to operate profitably will operate consistent with 
this principle~ The benefits of safety (greater profits) far 
outweigh the consequences· of unsafe operations (financial losses 
and increased insurance rates). ORA concludes that direct safety 
enforcement is the most cost-effective method of protecting the 
public from 'irresponsible carriers. 

ORA also, asserts its proposed regulatory program will 
enhance competition in the trucking industry, reduce transportation 
rates and the cost of goods sold in california,. and improve 
transportation service. The proposed program is a two-phase 
approach. The first or interim phase relaxes current rate 
regulations, and the final phase removes= (1) most controls over 
contract carriers" and (2) controls over cOl'Xllnon carriers, 
consistent with constitutional and statutory requirements. 

The interim phase would return the carrier industry to 
the direction of the 1980 through 198:6 transition period with 
additional ·rate freedom. Rates of common and contract carriers 
would be filed with the Commission. Rates laWfully on file' with 
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the commission when the proqram is implemented would continue in 
effect. New earriers could establish rates to meet any other 
earrier's rates immed.iately upon filing, with the exeeption that 
common earriers could not meet eontract rates. Common carrier 
rates on file could be increased and/or decreased once in a 
calendar quarter up to 5%, effective on the c1.ate filec1.. Increases 
of more than 5%. would require a formal application.. Contract 
carrier rates eould be decreased in the same manner as common 
carrier rates. There would be no limit on contract carrier 
increases. 

Common and contract carrier rates could be decreased by 
more than 5% by filing the rates on 30 days' notice. These filings 
would be listed on the Commission's Transportation Calendar.. All 
rates 'are s~ject to· complaint by affected parties who· ~ar the 
burden of proof.. Rates i,n formal applications are s~ject to 
protest. The burden of proof for rates sUbject to protest rests 
'with the proponent of the rates. 

Collective ratemaking would continue pursuant to- current 
statute and G.O .. 154. 

In the final phase~ common 'carrier rates would be filed 
with the Commission. Contract carriers would be required to 
execute and maintain contracts,. but would not be required to file 
them- with the Commission. Contracts are s~ject to- review by 
commission staff as to' their existence and to determine that , ,-

carriers rates, are valid. All carriers woule be required to adhere 
to the rates, and charges specified in their tariffs and/or 
contracts. 

Common carrier rates eould be established (new rates, or 
new carriers) at any level or reduced to any level on the date 
filed. Common carriers could increase rates on, _ file up to-10% per 
calendar quarter,. effective on the date filed:~ Common carrier rate 
increases greater than lO%-wouldrequ-ire a,fo~l -application .. 

, , 
" r, 
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Complaint and protest mechanisms remain the same as in 
the interim phase .. '. 

Collective rate:making would continue pursuant to current 
statute and G.O. l54. 

California coalition for 'l'rUc:kinq 
Deregulation and Viking Freight sw3:eas, Xne! 

calitornia Coalition tor Truc~~ng Oeregulation 
(Coalition) is a nonprotit organization with a membership ot 
approximately l50. While most members are shippers, the membership 
also cons-ists ot shipper organizations. and· several carriers. The 
primary purpose ot the Coalition as stated by its policy witness is 
to seek: 

N ••• an end to· economic regulation ot carriage ot 
general freight in california. And the 
objective -- the genesis ot that was an attempt 
to· bring efficiency to· the motor carrier 
industry as seen by the members ot the 
Coalition • 

NEfficiency doesn't mean lower prices. 
Efficiency means,. among other things-,. 
tlexibility, the ability ot carriers and 
shippers to engage in innovative and creative 
ways to· solve joint pro~lems, mAnagerial 
certainty with regard to· contracts entered into 
between two parties without the intervention ot 
the government as a third-party, among other 
things. N ('I'R 6086-6087.) 

Viking Freight System,. Inc. (Viking) operates as a LTL· 
and·truck-load (TL) general freight common carrier providing van 
and flatbed transportation services. V~king is the largest motor 
carrier operating within the State.. Asa mell:ll:)er of )x)th the 
Coalition and CTA, Viking supports the coelition's position .. 

The Coalition claims' that current rate regulation tails 
to permit the types ot.pricing and service tlexibility achieved in 
competitive jurisdictions, thereby stifling: i~ovation and 
decreasing the efticiency of intrastate transportat~.on operations • 
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Lack of rate and tariff flexibility preve~ts shippers from 
utilizing modern procurement practices. :Lack of contract rate 
flexibility limits the ability of shippers to properly define their 
relationships with carr1ers. 

According to'. the Coalition, there is substantial evidence 
that california's regulatory program has increased many motor 
carrier rates beyond normal competitive levels and has skewed rates 
away from appropriate levels. This is supported by rate 
comparisons which indicate that rates pa1d tor california 
intrastate transportation services are hi9her than in other 
jurisdictions. Furthermore, it can be inferred by the difficulty 
of the cost justification process that appropriate rate reductions 
have been discouraged. Finally, Vikinq'sexperience with write-in 

. ' . 
tariffs demonstrates the efficacy of intrastate economic 
derequlation. 

The Coalition does not believe the arguments that price 
discrimination will occur in the absence of economic regulation • 
There are no, valid empirical studies supporting claims of price 
discrimination or inadequate service in rate deregulated markets. 
A<1ditionally, the current, program, provides. little,. if any, cross 
subsidies that lower rates to small and r~al shippers. If it did, 
questions of equity would be raised. 

Economic regulation, argues the Coalition, is not 
required to, preserve the trucking industry. Strict economic 
regulation onl'y bene:fits the inefficient, mismanaged carr1er. 
Moreover, the increase in concentration of interstate tTL carriers 
does not necessarily mean less competitio~. It is not the number 
of carriers operating' nationally, but the number ot carriers 
operating within a particular market that is importantw Since 
deregulation, carriers which had previously :been prohibited. trom 
enterinq other carriers" markets became t'r~e to do, so'. As a 
result~ there has been large-seale market entry by existing LTL 
firms invading' each other,'s markets_ Filially,.. to' the extent 
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interstate deregulation has decreased ~otor carrier pro!it~ility 
ana the number of carriers, it acco~plished a weedinq out of unduly 
hi~h rates ot return ana inefficient operations. 

With respect to, safety and rate regulation, the Coalition 
takes the position that the most effective means to promote truck 
satety is through rigorous enforcement of safety laws and 
regulations. First, the Coalition points out that CTA"s testilnony 
indicates that the citation rates- of Commission regulated carriers 
was. 20 times higher than all other commercial vehicles from 
mid-19S7 to' mid-19SS. CTA's testi~ony also shows commission 
regulated carriers involved in 36 times as many truck-at-tault 
accidents during the same period. From this and. other safety data 
and. the safety studies presented in the proceeding, the Coalition 
concurs with the testimony of the United States Department of 
Transportation (DOT) witness, Which states: 

HI have ~een unable to find any link Detween 
economic deregulation and. ~otor carrier safety • 
A far more plausible linkage exists between 
vigorous entorcement ot sa~ety laws and 
regulations and the enhancement of ~otor 
carrier safety." (Exb-. 26 at 12.) 

The Coalition also points to evidence that carriers have 
numerous incentives to operate safely. Viking's President 
e~lained his company"s philosophy ot how satety pays as follows: 

" ••• an awful lot of people teel like companies 
don't throw dollars at safety because it's a 
direct cost. But we look at safety as ~einq a 
cost containment program. since we are self
insured with a high dollar level that we retain 
ourselves, every dollar we throw in improving 
our safety means, less dollars that we payout 
tor accidents and. injuries.. So we've had a 
very active safety proqram. And.,. if anything, 
our safety program is growing durinq the years 
since 1980." (TR 1932., . 

This testimony was also mirrored by a number of small carriers • 
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As described below, the Coalition proposes a regulatory 
program where carriers are free to charge rates driven by market 
torces, without regulatory intervention. This program would be 
eftective within 90 days from the date of this decision. The 
salient features of the program are as tollows: 

1. Contraets between contract carriers and 
their shippers must ~e in writing, and a 
copy must be maintained at the carrier's 
premises, but a copy need not be filed with 
the Commission. All existing commission 
regulationsgoverninq contract carrier 
rates andpraetices would be repealed. 

2. G.O. 147-A would be repealed in its 
entirety. 

3.. Common carriers would be able to 
independently file all rate increases, 
decreases, and changes in rules and 
regulations in tariffs. These would be 
effective on the date of filing with the 
Commission and remain in effeet until 
wi thclrawn by the carrier or determined to 
be unlawtul. 

4.. All independently filed common carrier 
tariffs would be presumed to be market
driven and, therefore, reasonable. 

5.. An expedited proeedure, providin9 for final 
Commission action within 60 days, would 
apply to complaints against independently
filed common carrier tariffs. The qrounds 
for finding any tariff unlawful would be 
limited to eases where the complainant 
establishes, by a preponderance of the 
evidence, that the rate complained of 
constitutes either predatory pricing or an 
abuse o·f market power wi thin the meaning of 
antitrust laws. 

6. Rate increases, decreases and changes in 
rules and regulations of common carriers 
filed by rate bureaus as a result of 
collective aetion pursuant to Pt1 § 496 
would not be allowed to, take effect until 
the bureau has presented sworn evidence 
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sufficient to tmable the Commission to find 
that the proposed rate is market-driven, 
does not constitute predatory priein~, and 
does not constitute an abuse of market 
power. . 

7. Safety o~jectives would ~e accomplished 
through direct enforcement by the 
California Highway· Patrol (CHP),. with 
supportive action ~y the Commission through 
the exercise of its entry and revocation 
powers. 

FS"nally, the Coalition presented a ·witness from Viking 
that addres~ed the use of electronic data interchange to exchan~e 
freight documentation, such as bills of lading, freiqht fills, rate 
quotes, . del:l.very receipts, and trailer manifests with. its ·shippers. 

Silver!. Rosen. Fischer & stechtt. 2,C. aiscberl 
Fischer represents three carriers: American National can 

Company, Leaseway Transportation Corp· .. ,. and Dirksen Transportation, 
Inc. Fischer stresses that this proceeding represents the latest 
step in a process which ~eqan 14 years ago· When the Commission 
be9~ to question the efficacy of the Minimum Rate System. During 
that time the Legislature and the commission have considered the 
extent to which intrastate transportation. should be regulated. 
Various aspects of specialized transportation such as fresh fruits 
and vegetables and tank truck operations were released from rate 
regulation, while the transportation of cement was placed under 
more rigid rate regulation. 

Two issues. are addressed ~y Fischer: economic 
derequlation of contract carrier rates and intrastate sUbhauler 
regulation. No position is taken with respect to· intrastate common 
carrier rate requlation or ~ureau-made rates. Fisher supports 
relaxed rate requlation for contract carriers and cites the 
testimony of an Arizona carrier as an example that relaxed rate 
regulation works. The witness tor the Arizona carrier testified 
that his company has experienced substantial growth .. since Arizona's 
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deregulation, and that the expansion would have taken substantial 
amounts of time and money in a regulated environment~ Moreover, 
this witness stated that a number of larqe carriers had ceased to 
serve in Arizona since deregulation, but admitted their failure was 
probably due to, their unresponsiveness to the market. 

Finally, Fischer asserts that no eonvincinq argument was 
offered to support continued rate regulation of contract carriers. 
Most parties opposed to relaxed rate regulation represented large 
established com:on carriers, which felt they could not operate 
without government protection. A number of carriers that do, engage 
in contract carriage,. such as Oirksen Transportation, Inc., support 
relaxed rate regulation. Fischer argues that th~current 
regulatory proqra:m inhibits innovative rates,- deters new service 
options, and makes. coordination of intrastate and interstate rates 
all but impossible. 

• 
Specifically,. Fischer recommends no rate regulation for 

contraet carriers transporting general freight commodities and that 
contract carrier contraets be filed with the Commission and 
available for public review. Fischer's sUbhaulinq recommendations 
are addressed in the sUbhaulinq seetion. 

Colito;niA 'MMytActurers AssociAtion (00) 

CMA is an orqanization which represents the interests of 
businesses which process goods. CMA predicts drastic changes in 
california's population, industry,and technology and believes the 
trucking industry needs a regulatory program that provides carriers 
the flexib,ility to adapt to· these changes. Because accurate 
predictions of these interactions with the trucking industry are 
difficult, if not impossible, CMA, concludes that the marketplace 
will be a better provider of qoods and set"lfices than government 
planninq and price fixinq., '.rhi,s has led CMA. to- propose a program 
of rate regulation similar to· that of the Coalition: no 
restriction on increases. or. decreases in carrier-set rates., 
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CMA also takes exception to- the safety data and 
conclusions presented DY the parties that favor riqid rate 
requlation.. Accordinq to. CMA, solid data shows no si9'llificant 
connection between rate requlation and truck safety. Moreover, 
intelligently operated carriers operate sate~y because satety pays. 
Finally, there is no reason to-use an inetfective requlatory 
proqr~ to affect safety when direct safety requlation and 
enforcement is more eftective~ 

Implementation ot the CMA proposa~:, would have two 
si9'llificant differences from the ICC regulatory program. First, 
common carrier tariffs would De completely public and subject to. 
chanqe throuqh a public process.. Second,. cC::.ntracts would be 

private documents and all special rates availaDle to- a sinqle 
shipper would be contracts. No· carrier action with respect to 
rates and terms would- De subject to requlatory action except 
complaint~ where the burden of proof would ~e on the complainant. 
The shipper would have a signed leqal contrz...et,. not a letter or 
waybill notation.. All freiqht movement woul.d be subj ect to a 
single charqe: either the carrier's appliC8.ble posted. tariff or 
the applicable contract rate. 

Contracts would ~e si9'lled documen~s enforced by the 
courts, bilateral,. and represent a continuinq relationship. , 
Contracts etfective for more than 30 days after thi$ decision would 
be free of requlatory oversiqht. All existinq approved contracts 
woulo. remain in effe~t until their expiratio:l date .. 

Common carriers would file tariffs with the commission 
and provide copies on request in return .for reasonable reproduction 
costs. Discounts would normally be availaDle to-the public,. but 
could conceivaDly be restricted to- a sinqle shipper. Rate 
increases would be effective five. days after filinq and decre~ses 
effective one ciay after filing. Rate, increases would be subject to 
Commission staff surveillance.. Common carrier tariffs could refer 
to- any mileage table,. or other distance est.aDlishinq mechanism, 
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which is pUblicly available. Existing common carrier tariffs could 
be retained. 

Additionally, carriers engaged in unrequlated operatioD& 
would be relieved of filing financial reports with the Commission. 

~enter for Public InteRS Law CCPXI,) 
CPIL supports the ICC's deregulation policy and 

recommends the elimination of economic rate regulation in 
California. CPIL argues that elerequlation translates to a decrease 
in consumer prices because the core rationale for rate regulation 
is to raise prices. al:Iove market levels. If regulation merely 
mirrored market-set rates. it would have little value and 
deregulation would have no impact on transportation rates. 
Accordingly, rate regulation exists solely to- prop up priees, and 

when relaxeel or removed, priees will deeline. Studies eonelucted on 
the effects, of derequlation at the federal level eonfirm that 
deregulation bas resul tea in lower trucking eosts anel lower 
eonsumer priees. 

CPILproposes a targeted approaeh to regulation. Such an 
approach supplies the two inqred:ients vital for, any law or 
regulation: sharp elefinition of the precise prOblem requiring 
intervention and a rifle-like focus on a solution. CPIL's targeted 
approach would allow carriers easy entry into and easy exit from 
the market. The only b~rriers to entry would, l:Ie directly related 
to· safety or finaneial fitness. carriers could raise or lower 
rates without restriction or approval. CPIL woulel target 
safety/minimum service levels, predatory pricing" and 'other market 
al:Iuses. These are eliscussed in more detail in the monitoring 
section. 

National SJDal.l Shipments T:ra:t:tic 
CO~erenc:e, Inc. ancl Health· and 
Personal. care Distribution 
CQntereWCe« Inc. (NS$TC) 

National Small Shipments Traffic Conference,. Ine. is a 
broad-based organization ot approximately 225· large and small 
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corporations with interests in small shipment traffic. Health and 
Personal care Distribution Conference~ Inc. is a trade association 
of approximately 70 corporations. 

NSSTC believes the current program impedes the ability of 
buyers and sellers of transportation services to, set rates. Cost 
justificat:i.ons, .. the preyailinq waqe, and the Co:m:m.ission's 
participation as a third party are some of the impediments to 
market-set rates. NSSTC argues that the current requlatory proqram 
is not· desi911eel to rewarel efficient carriers. Rather, the proqram 
rewards the carriers adept at learninq anel usinq the regulatory 
rules. Adeli tionally, NSSTC states. that l:lecause entry is easy" 
preelatory pricing and ~eGtruetive competition are unlikely and 
should be left to, antitrust laws. 

Finally, NSSTC qenerally agrees· with the Coalition's 
requlatory proposal,. but recommends modifications for credit rules 
and collective ratemakinq. Further details are included in those 
issue sections • 

Almicans tor Sate and COmpetitive Trucking <ASeT) 
ASCT is a coalition of: (1) companies that operate 

trucks, (2) sh:ipper and receiver associations,. (3) public intere~t 
groups" and (4) yarious sized businesses. AScr supports increased. 
truck safety enforcement and le&s economic requlation of trucking, 
and be11eves californ~a intrastate requlation should be no more 
restrictive than ICC regUlation. Based on its analysis of business 
loqistics costs, ASCT determined that under ICC deregulation movinq 
and storing' inventories have become more efficient, ~avinq 
producers and consumers· from $30 to $60 billion. From its. s.tudy 
ASCT conCluded that these savings resulted from relaxed rate and 
service regulation and substantial savings would occur in 
California if intrastate rate regulation is relaxed. 

'Qni~sN states Eedeo1 Trade C91lllllission (ETCl 

FTC asserts that it has a mandate to preserve competition 
and.protect consumers from deception and unfair business practices • 
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Interstate and intrastate truckinq deregulation furthers this qoal 
by lowerinq prices and increasinq the quality of service to 
shippers~ Furthermore, FTC argues that deregulation in other 
jurisdictions has not brought predatory pricinq or the loss of 
service to- small communities. Finally, FTC believes there is no 
connection between safety and economic regulation and relaxed 
economic regulation will result in significant benefits for 
California. 

. united sates Departaent of TrMSJX?X1;ation (DOTl 

DOT' supports flexible rate regulation and says it is 
unable to find a link between economic regulation and motor carrier 
safety. DOT a~serts that service studies in deregulated 
jurisdictions do not indicate a deterioration in transportation 
services, even in rural and small communit£es. 

glitoxnia Leacm, or Food· Proc:essoQ CCXi£P) 
• 

CLFP is a nonprofit trade association of large shippers 
ot qeneral freight and agricultural products. CLFP believes the 
current regulatory program· adverse~y affects the health of the 
State's economy, protects inefficient carriers, and creates excess 
capacity. CLFP recommends a program of no- economic regulation. 
baDalvsis of current RegUlatory Px:09'AJIl 

The current regulatory program for california's 
intrastate general freight trucking industry dates from· March 1, 
1987, the result of 0 .. 86-04-04$ and 0.86-12-102 .. 'I'he prog'rAm 
replaced a transition regulatory program that allowed carriers much 
qreater ratemaking freedom. A table .that outlines the basic 
features ot the present proqram is.'shown below. 

- 33-

• 

• 

.-



w 
~ 

• 
co..an carrier Rates 

Increases 11 

File - Application 

Notice - Transportation 
Calendar 

protest Period - 30 days 

ApproVal - commission 
Decision 

Effective - Usually 5 days 

Decreases 11 

File - Tariff filing with TD 

Notice - Transportation 
Calendar after 30 
days' TD review 

Protest Period - 30 days after 
Calendar 

Approval - Accepted by TO 11 

Effective - After protest period 
unless suspended 

• TABLE 1. 

CURRENT REGULATORY PROORAK 

standard Contracts 

Increases 

File - Contract with TO 

Notice - None 

Protest Period - None 

Approval - None if format 
accepted by TO 

Effective - Date filed· 

Decreases 

File - Tariff tiling with TD 

Notice - Transportation 
Calendar after 30 
days' TO review 

Protest Period - 30 days after 
CalEH\dar 

Approval - Accepted by TO ~I 

Effective - After protest period 
unless suspended 

11 separate procedure for rate window filings. 

~I Acceptance after demonstration of profitability. 

~I Accepted after cost justification. 

, 

• 
Dedicated contracts 

Increases aDd Decreases 

H , 
(Q 
ro • 
~ 
I 

<> 
,f. 

0" 

File - Contract with 
'-TOf: 

Notico~-Nono 

Protest period - Nona 

ApproVal - Accepted by 
TO ~I 

Effective - Date" filed 

'"1 
!{J 
~-
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When the current program. was esta~lished,. continuity with 
previous programs was aftorded by'approval of ~enerally applicable 
common carrier (GACC) rates. ~bese rates were and are still based 
on the Commission's, old minimum rate taritfs. Because the minimum 
rates were originally established in formal proceedin~s they are 
considered reasonable and re~1re n~ further cost justification. 
Carriers were allowed to file GACC rates in their tariffs without 
turther cost justification. 

With some exceptions, under the current regulatory , 
program a common carrier rate increase must be tiled as a tormal 
application. Public notice is provided on the Commission's Daily 
~ransportation Calendar, and there isa 30-day pUblic protest 
period. It the applicant's showing is adequate and there are no
protests or requests for hearings from either the public or the 
~ransportation Division (~D) statf, then the increase may be 
qranted by ex parte order ot the commission. otherwise a pUblic 
hearing' is held, with the ensuing' decision subject to Commission 
rules on a 30-day comment period. Rate' increases are ~enerally 
made etfective tive days from the ettective date of the decision. 
In the best of circumstances this process takes 30 to 60 days from 
tilin~ ot an application to ~e date rates are effective. 

Common carrier rate decreases do not require tormal 
applications. Instead carriers must tile Wcost justificationsw 

with. the TO. Cost j,ustification tilinqs must: (1) demonstrate 
that the rate will generate sutticient revenue to contribute to- the 
carrier's profitability, (2) ~e accompanied ~y a summary ot 
financial data, (3) include the prevailinq wag'e stanaard in the 
labor cost element, and (4) meet specific provisions governing the 
use of subhaulers. Cost justification tilinqs are calendared after 
a 30-day statf review period, tollowed by a 30-day pU))lic protest 
period. If a tilinq is accepted by the ~D, the revised rates are 
effective atter the second 30-da.y period. 

• 
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Common carriaqe requlations are set forth in G.O. 147-A, 
which contains sever;:s;l provisions that afford carriers a deqree o,t 
rate flexibility. A rate window allows carriers to change rates a 
maximum of 5t above or st below their base rates. carriers 
establish base rates by aaopting. GACC rates or cost j,ustifying 
rates. Once established the base rates may not be chanqedwithout 
eost showinqs. 

, Carriers are also, allowed to make minor technical chanqes 
to tariffs or contracts. The changes may result in rate increases 
or decreases, but no· cost justification or formal application is 
required unless the changes attect a carrier's. annual revenues by 
more than 1%. The statf review process is.,. however,· much lilce the 
review of cost justi!ieations_ 

Under the current program a common carrier can 
temporarily reduce rates'to, meet the rates of a competing carrier 
it it currently handles the traffic. These are called Hme-t~ 
rates. Common carriers cannot meet the rates of contract earriers 
under this scheme. The reducea rates may be made effective on the 
date tiled.. The filing must cite the source of the rate being met. 
Cost justifications tor reduced rates must be filed within 60' days 
atter their etfective dates. However, new common carriers may file 
rates at the level of existing carrier rates or at GACC rate levels 
without cost justification. 

G.O. 147-A also, established the TFCI,to measure annual 
industry-wiae changes in carrier operating costs ana adjust carrier 
base rates. All rates governed by G.O. 147-A, except.aeaicated 
contracts, must be adjusted by the change in the TFCI unless a 
separate tilinq is made to, oftset the chan9'e. Adjustments. to ~ase 
rates are mandatory if the change in the T~CI is greater than 1% 
(plUS or minus.) and permissive if less than 1%. 

Contract carriers may enter intQ' standard or dedicatee 
contracts. Standard contract rate increas;es·do, not require 
approval by the Commission or TDstaff and are effective on the 
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date filed. Decreases are calendared~, require that a cost 
justification 1:Ie 'accepted 1:Iy TD staff" and are effective on 30 
days' notice. 

Dedieated contracts, or exelusive use equipment 
aqreements~ offer eontract carriers that dedicate equipment to one 
shipper the ability to charge any rate, subject to, a profitability 
test. To pass the profitability test a carrier must: (1) have an 
expense ratio (expenses divided 1:Iy revenues) of less than lOO%~ and 
(2) pay not less than the Commission's prevailinq waqe standard or 
demonstrate that its labor expenses eompare favorably with the 
tFCI. These contracts must identify the dedicated equiP'Qent, 1:Ie 
for a duration of not less than 30 days or more than one year, and 
contain a specific expiration,date. Exclusive use is not strictly 
defined in G.O. l47-A, 1:Iut is interpreted to· exclude use of the 
carrier's, equipment for other shippers. Dedicated eontracts, 
whether calling for rate increases, or decreases, are "effective on 
the date filed. they are qenerally caleneared:, althouqh this is 

,not required by G.O. l47-A. 
In testimony on the record in thisproceedinqAlfred Kahn 

suecinctly summarizes the dynamics of the qeneral freiqht truckinq 
industry: 

wThe truck is a wonderfully versatile medium of 
transportation which can 1:Ie here or there 
dependinq upon the demand, and the demand 
chanqe$. It ditter$ trom one time to' the next~ 
from one commodity to the next~ from one place 
to the next ~ and the 1:Ieauty of a market economy 
is. that that will be automatically' recognized 
in the market .. " eI'r .. 4,7:6322' .. ) 

the dynamie nature of the truckinq market requires a re9Ulatory 
proqram that can respond in a similar manner. We initiated this 
proceedinq because we seriously doubted the ability of the current 
proqram to- meet this challenge. Many of"our concerns have been 
borne out 1:Iy the record. 
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Our first concerns are about the inherent inefficiencies 
in the current' .regulatory proqram, beginning with practical 
problems. Al though. our current program was not d.esigneel to· inhibit 
efficiency, apparently it does.. We heard from shippers that are 
frustrated over the current program's rigid requirem.ents for the 
Classification and rating of commodities. ~heir frustrations are 
not related to carrier compensation, but deal with carriers' 
inability to implement a simplified rating system and contract 
program,. due to· complexity of filing re~irements_ Simplified 
contracts and rating systems would provide so~e shippers the 
opportunity to' more efficiently manage an~ monitor their 
transportation costs .. 

The current cost justification procedure is another area 
with practical problelJ1S... Even supporters of th~ present regulatory 
program believe that changes are needec1_ 'I'hey testified that it is 
not uncommon for a cost j,ustification to· take three to four months 
to process, and if a filinq is not exactly like previously accepted 
filings it will probably be rejected .. 

Other parties argue that it is difficult to; predict the 
results of the cost justification proeec1ure, anc1that the process: 

1. Is subjective; requirements often vary. 

2. Results in fictitious traffic studies for 
some carriers, Which are then reliec1 upon 
in cost justifications .. 

3. Can be manipulated by carriers to· justify 
rates that are not reall~ cost based. 

, 

4. Uses 'prevailing wage c1ata instead. of actual 
labor costs, thus drivinq rates away trom a 
true cost basis. 

The cost justification procedure was developec1 to· provide carriers 
the opportunity to individually establish rates which reflect their 
costs ot service. However, intryinq to- achieve this we appear t~ 
have c1eveloped a comple~ procedure that encourages carriers to· 

• 
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manipulate their costs, uses proxies where aetual data is 
available, and inconsistently evaluates carrier sUbmittals. 

Sucn complex rate procedures allow knowledgeable carriers 
an advantage over less sophisticated carriers, which is to be 
expected in a competitive business. However, such efforts, eould be 
redirected toward improving service to' the public rather than 

satisfying bureaucratic requirements. 
The current authorization ot dedicate~ contracts seems to 

have limited usefulness. Dedicated contracts offer some carriers 
and shippers the ability to, neqotiate rates without Commission 
approval. However, because of the' exelusive use restriction, these 
eontracts are usually not attractive. Even in situations Where 
dedicated contracts are cost-effeetiv~" the exelusive use 
restriction often causes equipment to be used inefficiently. 

'rhe use ot the TFCI has both practical and. theoretical 
problems. The TFCI was developed to allOW transportation rates to 
automatically adjust tor industry-wide changes in costs. 
Proponents ot less restrictive rate requlation (Flexible Rate 
Proponents) argue that these annual rate adjustments: 

1. Are mandatory, forcing some carriers to 
make rate changes that would not have 
nor.mally occurred. 

2. Have a six-month time lag in the 
application ot recorded data which makes it 
~ifticult to negotiate contracts, or 
diseounts with shippers • . 

3. Fail to, achieve eost-based priCing; 
averages and proxies are used instead of 
individ.ual carrier costs. 

4. Are an administrative burden. Not only are 
carriers required to tile indexed rate 
changes, but· if a carrier wants to use· the 
rate window to, avoid the TFCI.·change an 
additional filinq is, required. 
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Other criticisms of the present requlatory program !oeus 
on barriers to competition, resulting in inequities and economic 
inefficiency. Ready access to information is a key element in 
competitive markets,. and the current program's tolerance ot write
in tariffs limits ready access. Write-in tariffs allow a shipper 
to write to, a carrier to' request a specific discount or r~te which 
is less than the carrier's published rate. Tbe shipper's request 
is not filed with the Commission. 

, 'rhis proced.ure is a detect in the current proqram. 
Write-in tariffs allow secret,- shipper-specific rates. 'rhey 
prevent other shippers and carriers from knowing the rates they are 
competing against" and they place carriers without write-in tariffs 
at a competitive disadvantage. Since the discounts are secret,. 
carriers can easily discriminate among customers. 

Finally, the current regulatory program fosters 
unnecessary distinctions between present and new carriers of a 
given class of fre'ight... A carrier that, wants to match the reduced 
rate of a competitor must show that it already handles the traffic 
that applies to the reducecl rate. If allowed to, match the ra:te of 
a competitor, the carrier must then cost-justify its rate within 60 
days, even 'if the competitor's rate is already cost-justified. 
Although this program element does offer a way for carriers to' 
retain business, it does not allow earriers to effectively compete 
for new ,business .. Before a carrier can compete for new business 
its reduced rate must be cost-justified~ because this process can 
take months,. it stifles competition .. 

In summary, the current prOCjX'am. is clu:msy and 
inefficient~ Carrier efforts to, comply with program rules can only 
increase costs that are passed alonq to shippers and the eventual 
receivers o~ the freight.. Comm:i.ss:i.on intentions to'create a system 
that is both efticient and tair have failed • 
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Polisrv CO.JWiderations 
G;2als of Truck R§9Ulation 

~hrou9hout this procee~in9 there has been considerable 
argument over the purpose of requlation in the trucXing industry. 
Parties favoring ri9i~rate requlation (Rigid Rate Proponents) and 
Flexible Rate Proponents coth cite the need to, provide' the public 
with safe" ,reliable service at reasonable and nondiscriminatory 
rates. While this ultilDate goal is common to all parties, they 
'differ on intermediate qoals .. ' 

Rigid Rate Proponents qenerally believe that to achieve 
the ultimate 9'oa1 the trucking industry m\1St l:>e protected from: 
(1) destructive competition--claimed to,ce caused :by sustained 
prices at a level :below the cost of providing sate, reliable 
service, (2) predatory pricinq--lowerinq prices, as in a price war, 
in order to drive ~ompetitors out of :business for the purpose of 
subsequently raising prices to extract monopoly profits~ and (3) 

shipper elout--unfair competition by which larqe shippers e~ercise 
marlcet power to' 4rive the prices of shipping their goods. below 
cost .. 

Additionally, Rigid Rate Proponents argue that the public 
must be protected from: (1) price discrimination, (2') unsafe 
drivers and equipment, (3) poor service, and (4) monopoly pricing. 
Although these parties support additional safety regulation" they 
agree that the primary protection for :both the trucking' industry 
and the public is economic requlation. 

Flexible Rate Proponents are also concerned with these 
issues, l:>ut believe the public will be ade~ately protected by a 
regulatory program that provides carriers with considerable rate 
flexil:>ility. These parties a~voeate less or no rate regulation, 
strict safety regulation., and the monitoring ot prices and service. 

We believe that each of the individual proposals, by the 
many parties to this proceeding' falls short"of. providinq sate, 
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reliable service at reasonable and nondiscriminatory rates. our 
concerns are these: 

J2estructive ~tition 
Ad Hoc argues that without strict economic regulation we 

will return to· the chaotic times of the late 1920s and early 1930s 
when destructive competition was rampant. No party disputes the 
destructive practices that occurred in that period. At that t~e 
the truckinq industry was relatively young. Regular route carriers 
and railroads were economically regulated while contract carriers 
and carriers not operating between fixed termini or over regular 
routes ,were unrequlated~ OUrinq an era when jobs were scarce this 
led to, the proliferation of unregulated carriers. and fierce 
competition, for the customers of regulated. carriers and the 

railroads. ~he same economic factors ~t made jobs scarce also 
led to an oversupply of trucks .. , Reduced overall ,economic activity 
could not support the capital stock of t:rucks,. lead.ing carriers to
reduce rates below costs. 'l'he intense competition from. carriers 
with devalued equipment was harmful to' the requlated industry, and 
eventually led to the regulation of contract and irregular route 
carriers. Rigid economic rate regulation for all carriers was one 
logical solution, but it was not the only answer then or today. 

With this understanding of the trucking market conditions 
during the Depression, we are reluctant to- endorse any specific 
theory of destructive competition. Rigid Rate Proponents believe 
that destructive competition is a natural consequence of open 
competition and must be protected aqainst. Fle~le Rate 
Proponents ~elieve that destruetive eompet1t~on is a misnomer; 
pricin9 ~elow cost can be, destructive, ~ut it is not due to 
competition. We' aqree with the latter posit~on. Economic 
circumstances can cause destructive practices,. ~ut it cannot ~e 
said that competition ~y itself cause's those- practices. There is 
no evidence on this record that california's economic eonditions 
will soon cause an oversupply of trucks and subsequent devaluation 
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Other criticisms of the present regulatory program focus 
on barriers to competition, resultinq in inequities ana economic 
inefficiency. Ready access to information is a key element in 
competitive markets, and the current proqram's tolerance of write
in tariffs· limits ready access. Write-in tariffs allow a shipper 
to write to· a carrier to' request a specific discount or rate which 
is less than the carrier's publishecl rate. The shipper's request 
is not filed with the commission. 

- This procedure is a detect in the current proqram. 
write-in tariffs allow secret~ shipper-specific rates. They 
prevent other shippers and carriers from knowinq the rates they are 
competing against~ and they place carriers without write-in tariffs 
at a competitivedisaclvantage. Since.the discounts are secret~ 
carriers can easily discriminate among customers. 

Finally, the current regulatot"'f proqram· fosters. 
unnecessary distinctions between present and new carriers of a 
given class of freight. A carrier that wants to match the reduced 
rate of a competitor must show that it already handles the traffic 
that applies to the reduced rate. It allowed to-matCh the ra~e of 
a competitor~ the carrier must then cost-justify its rate within 60 
clays, even 'if the competitor's rate is alreacly cost-justified •. 
Although this pro9r~ element does offer a way for carriers to 
retain business, it does not allow carriers to effectively compete 
for new·business. Before a carrier can compete for new business 
its reduced rate must be cost-justifiedi because this process can 
take months, it stifles competition •. 

In summary, the current program. is clumsy and 
inefficient~ Carrier efforts to' comply with program rules can only 
inerease costs that are passed along to shippers and the eventual 
receivers of the freight ... Commission intentionsto~create a system 
that, is both efficient and fair have. failed • 
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PoliCY Considerations 
SiPals or TrUck -Begulation 

Throughout this proceeding there has been considerable 
argument over the purpose of regulation in the trucking industry. 
Parties favoring rigid rate regulation (Rigid Rate Proponents) and 
Flexible Rate Proponents both cite the need to- provide the public 

. with safe, -reliable service at reasonable and nondiscriminatory 
rates. While this ultimate goal is common to all parties, they 
'differ on intermediate goals. . 

Rigid Rate Proponents generally believe that to achieve 
the ultimate goal the truckinq industry must be protected from: 
(1) destructive competition--claimed to be caused by sustained 
prices at a level below the cost of providing safe,. reliable 
service,. (2') predatory pricing--lowering prices,. as in a price war, 
in order to drive ~ompetitors out of business for the purpose of 
subsequently raising prices to- extract monopoly profits,. and (3) 
shipper elout--untair competition by which large shippers exercise 
market power to drive the pricesot shipping their ~oods Qe10w 
cost. 

Additionally, Rigid Rate Proponents argue that the public 
must be protected trom·: (1) price discrimination, (2') unsafe 
drivers and equipment, (3) poor service, and (4) monopoly pricing .. 
Although these parties support additional safety regulation, they 
agree that the primary protection for l:>oth the truc)dnq il'1ciustry 
and the public is economic regulation. 

Flexible Rate Proponents are also concerned with these 
issues, but believe the public will be adequately protected. by a 
regulatory program that provides carriers with considerable rate 
flexibility. These parties ad.vocate less or no· rate requlation, 
strict safety regulation, and the monitoring of prices and service. 

We l:>elieve that each ot the individual proposals by the 
many parties to· this. proceeding'tal-ls short ot· providing sate, 
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reli~le service at reason~le and nondiscriminatory rates. OUr 
concerns are these: 

Destruct;iye Compet:i$ion 
Ad Hoc argues that without strict economic regulation we 

will return to- the chaotic times of the late ~920s and early 19305 
when destructive competition was rampant. No party disputes the 
destructive practices that occurred in that. period. At that time 
the trucking industry was relatively younq.. Regular route carriers 
and railroads were economically regulated while contract carriers 
and carriers not operating ~etween fixed termini or over regular 
routes·were unregulated. Durinq an era when jobs were scarce this 
led to the proliferation of unregulated carriers and fierce 
competition, for the customers of requlatea.carriers and the 
railroads., The same economic factors ~t made jobs scarce also 
led to· an oversupply of trucks .. Reducecl overall ,economic aetivity 
could not support the capital stock of trucks, leading carriers to
red~ce rates ~elow costs. The intense competition from, carriers 
with devalued equ'ipment was harmful to' the regulated industry, and 
eventually led to the regulation of contract, and irregular route 
carriers. Riqid economic rate regulation for all carriers was one 
logical solutior., but it was not the only answer then or today. 

With this understanding of the truc~g market conditions 
during the Depression, we are reluctant to endorse any specific 
theory of destructive competition. Rigid Rate Proponents believe 
that destructive competition is a natural conse~ence of open 
competition and must be protected against. Fle~le RAte 
Proponents believe that destructive competition is a misnomer; 
pricinq below cost can De destruetive~ but it is not due to 
competition. We agree with the latter position~ Economic 
circumstances can cause destructiVe' practices, but it cannot ~e 
said that competition by itself causes those practices.. There is 
no evidence on this record that CAlifornia's, economic conditions 

. . ! 

will soon cause an oversupply of' trucks and subsequent devaluation 
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of capital sufficient to· induce the c'lestructive practic~s seen 
sixty years ago·. 

~ 

Although many chanqes. have occurred since the early 
years, the qeneral freiqht intrastate truckinq industry in 
California still has riqid rate requlation. Parties favorinq the 
continuation of this regulation' say that carriers with price 
flexibility will price below cost and destroy the trucking industry 
as we )mow it. On the other hand, we have heard testimony that 
without economic regulation carriers have continued to· profit in 
intrastate,. such as Arizona, and interstate markets. We 
ac:ic:nowledqe that some carriers, given the freedom to do so, may 
price irrationally. If these carriers do so- for any length of 
t~e,. we expect them to- qo·out of ~usiness. Business failures by 
in~ffeetive competitors are i~erent in a·workAbly· competitive 
market and. can ~e expected in any industry where entry is 
relatively easy and inexpensive. While this may be destructive to 
individual carriers, it is not destructive to the industry. 
Efficient carriers that price according to their costs and provide ~ 
safe,. reliable service should not only survive,. but prosper When 
allowed price flexibility ~d an equal opportunity. to compete. 

We conclude that the public may be served by limited 
regulatory protection against extreme circumstances, such as a 
drastic downturn in the economy or widespread irrational 
underpricing by carriers. Within the normal workings of 
competition in the trucking market riqid protections are not 
necessary. Our conclusion applies to both common and contract 
carrier markets. We will-not adopt specific requlatory qoals 
eonce:rninq destructive competition, beyondqeneral eneouraqement ot 
cost-based rates· and a relatively low floor price tor rates. 

Contract carriers need not serve any customer and are 
exempt from common carrier requirements such as rate increase 
limitations and price discrimination rules. Allowing contract 
carriers to· compete freely'ag-ainst common carriers would De ~air 

- 43 -
~. 



.. 

• 

• 

•• 

I.SS-OS-046 Alir/FSF/j •• 

because the latter are held to higher standards for rates and 
service. We must separate these'markets by requiring that special 
contracts be approved only if the contract carrier maintains· a 
special relationship with the shipper. 

HQnoROlV Pricing 
~he principal reason for regulation of utility rates in 

general is to prevent monopoly pricing by restriction of supply. 
If a utility market is workably competitive, rate requlation is not 
necessary to· keep· rates from rising above reasonable levels~ If 
one provider tries to· price its utility service above cost, other 
competing providers. will otfer the service at a lower and more 
reasonable rate. Because many elements· ot the trucking industry 
are naturally competitive, our goal is to· assure that the adopted 
regulatory program· maintains and promotes a workably competitive 
market .. 

Workable competition in a market requires three 
conditions. First, there must be many buyers and sellers ot the 
goods or services. The theoretical detinition of perfect 
competition requires that no· single buyer or seller has the market 
power to· attect prices. Because no real market can be perfectly 
competitive,. we' rely on the subjective. term Nmany* to<1escr~e 
workable, rather than perfect,. competition. Second,. entry ancl exit 
from the market must be easy. 'l'hircl, the buyers' and sellers must 
have access to sufticient information necessary to lD.a;ke rational 
pricing and buying decisions. 

It our adopted program allows these c~iteri~ to be met in 
the market, then no further regulatory rate restrictions are 
necessary to encourage economic efficiency. 

Predatory Pricing 
In an industry where entry is extremely <1ifticult 

preclatory pricing. is a valid concern.. This record has clearly 
established that· entry in the intrastate trucking industry is not 
ditt'icult. While the cost ot equipment And tacilities may prohibit 
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carriers from enterinq the interstate trueking markets on a large 
scale, the recorQ Qoes not demonstrate the existence of substantial 
barriers to entry into intrastate markets.. Because there are many 
carriers in the California intrastate market and entry is not 
difficult,. we do not believe it is realistic to expect predatory 
pricingp Although we will adopt some protections aqainst predatory 
pricing as a requlatory.qoal, the workinqs of market competition do 
much of the work for us. Only minimal formal. protections' are 
required. 

Shipper Pricing 

~here has been considerable testimony concerning the 
ability of large Shippers to set transportation prices. In a 
competitive market we would expect large customers to drive the 
best bargain due to economies of seale. Likewise, in a competitive 
transportation industry" so' long as economies of seale exist, large 
shippers should receive the lowest prices because of the number and 

• 

size of their shipmentsr While shippers may appear t~ be setting • 
transportation prices,. carriers that are not profitable at these 
rate levels will not remain in business or will Qecline to serve at 

" the shipper's prices.. Eventually', to rec."ive reliable service, 
shippers will be.forced to, pay prices which cover a carrier's 
costs. Al though we are concerned about diser:l.minat:ory pricing, the 
economies of seale in serving large shippers is a natural force of 
a competitive market, and market power will be cheeked and 
controlled by market forces. We adopt no' re~lato:ry goal to' 
artificially inhibit the natural market to~ce which economies of 
seale allow tor large shippers, as lonq as rates charqed to, those 
shippers are not discriminatory or do not cause price 
discrimination to, other shippers. 

Pric:e...DisqUaination· 
No party supports discriminatory.pricinq, which is rate 

ditferences without eost justification. w~ retain the qoal of 
maintaininC] identical common carrier rates '(by each carrier) for 
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identical services. Where discrimination is alleged, the disputed 
rates should be authorized if rate dittere~~es are j~stitied by 

cost differences. Article XII of the constitution and PO §§ 453, 
46l.5, 494, and 36·62' require that rates be regulatecl· in a 
nondiscriminatory manner~ Rigid Rate Proponents, imply that 
economic regulation and its system of cost justifications will 
prevent discrinination~ Althouqh we strive to achieve this qoal, 
the complexity of the current· systen of economic regulation 
provides no assurances of success~ One troublesome examplG of 
potential discrimination is write-in tariffs. Shippers can write 
in to' carriers and request a discount,. but these discounts are not 
evaluated for cost justification or discrimination. 

Parties recommendinq less or no economic requlation 
appea~ to be willing to· let the market dictate fair, 
n~ndiscrimiMtory prices. Some claim that discrimination is not 
possible in a competitive market, on the theory that perfect 
information and the rational desire to· maximize individual profits 
will keep all rates- cost :based.. We do· not share their complete 
confidence in the erket and are unwillinq to· allow pricing freedom 
without safequards. If we can determine that the market is 
workably competitive,. pUblic protections are still in order ~ecause 
shippers and carriers do not have' perfect information and do· not 
always behave rationally. However, 'our intention is to provide 
only necessary protections, without restraininq prices' so much as 
to cause inefficiency. As long as rates are confined toa zone of 
reasonableness, formal cost justification is not a needed 
safequard. 

It is our goal to prevent discrimination. We will do $0 

in part by requiring common carriers to hold themselves out to 
serve the public.. We will specifically disallow tariffs written to 
serve a. sinqle shipper, but no,: specific' geoqraphie limits beyond 
that will be imposed. We will address discrimination alleqations 
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as they arise,. and in time we will change tariff limitations if 
other rules beco~e necessary. 

~rvice 

~here was considerable testimony concerning service to 
small and rural communities. Riqid Rate Proponents arque that 
interstate service to these communities has deteriorated under 
deregulation and that this would happen to intrastate service if 
deregulated. Flexible Rate Proponents dispute these claims and 
expect service to remain the same or improve if carriers are given 
pricinq freedom. 

N~ specific proposals concerning service were made, but 
Ad Hoc suqgested that the Commission determine the division of 
revenues between carriers which interline, or transter freight to, 

o other carriers tor eventual delivery. The intent of this proposal 
is to' increase the profitability ot small carriers that serve small 
and rural communities. 

The existence or nonexistence of economic regulation will 

~ 

not determine service levels to, small and rural communities. It is ~ 
not how rates are set" but whether they are compensatory at a given 
level ot service, that. determines carrier enthusiasm to serve a 
marXet segment. We continue t~ support adequate common carrier 
service as a regulatory' goal. As, discussed, elsewhere in this 
decision, we will establish a minimum level ot service for common 
carriers as a safeguard aqainst inadequate'and unreliable service. 

Safety 

It is undisputed that public safety on the state's 
highways cannot be compromised by any regulatory program. ~hat has 
always been the Commission's goal, and we reiterate it now. 

Generally, proponents of rigid rate requlation ~elieve 
carriers operate in a sater manner under economic requlation than 
in a, derequlated system. Proponents of' tlexible rate regulation 
dispute this claim. Both made specificsatety proposals" which are 
detailed elsewhere in this decision.. Therein we .. tind.· the most 
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effective way to improve safety is through direct safety regulation 
and enforcement. 

competition 
The problems with the present regulatory program's 

ability to cope with today's transportation market are enumerated 
in the section entitled ~lysis of CUrrent R~gulatory ProgrAm
These problems led us to consider a more flexible approach tQ rate 
regulation, on the notion that flexibility would reduce the 
compJ;exi ties of current requlation. However, before turning our 
attention to the appropriate type of rate regulation we must 
address Whether the general freight transportation market is 
workably competitive. In general, imperfect economic markets 
require closer regulatory attention than do· competitive markets. 
In any regulated industry a basic goal is to,mimic competition. I~ 

it can be demonstrated that the intrastate general freight market 
is workably competitive, then a more flexible regulatory proqra:m. is 
justified • 

As discussed in the Goals ot Truck Bequlation seetion of 
this decision, three conditions are sufficient to· demonstrate that 
a market is wor)ca):)ly competi tl ve: C 1) there are many buyers and 
sellers in the market, (2) entry and exit from the market is 
relatively easy, and (3)'Duyers and sellers have ready access to 
relevant information. 

The evidence presented by DRA and others, as well as the 
Commission's, own statistics on certificated, common carriers and 
permitted contract carriers" are clearly convincing' that there are 
many buyers and sellers in the intrastate general freight market~ 
For example,. there are now more than 3000 intrastate common 
carriers in California (3,442 common carriers as o! June 30, 1983) .. 
Only' in the smallest market seglnentsmight there be so few carriers. 
that competition would not drive rates toward· oosts, or so'' few 
sh.ippers that service, would 1:>e inaelequate~ These areas l:>ecome 
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candidates for regulatory protections not needed on major freight 
routes, it monitoring shows the need. 

Quick, easy and inexpensive entry with small sunk costs 
required of competitors creates an ideal situation tor competition, 
which will in turn enforce restraint upon pricing. Theoretically, 
a dominant firm,will behave competitively it it fears entry by 
another firm with similar cost characteristics, even if the 
dominant tirm has a very larg'e market share. If the dominant tirm 
does not react this way, other competitors will enter the mar.ket. 
In either case, customers have access to cost based rates. The 
record in this proceeding' clearly indicates that entry int~ the 
intrastate general trei~ht market ~d expansion into new areas are 
relatively easy and can involve relatively small capital costs. 
This is supported by the testimony of many parties: (e.g •. ORA, 
Coalition, CMA., F'l'C) and the number ot entrants that receive 
operating authority tromthis commission. From July 1,1987 to 
June 30, 1988 there were l,14l contraet carriers and Z60 common 
carriers receiving new authority. 

Recovery of entry or expansion costs upon exit from the 
general freight market is not difficult. Exit costs depend on the 
extent to which investments can effectively be redeployed or sold 
in response t~ changes in ~ket conditions. Transportation 
equipment and terminals have multiple uses and can be easily sold 
or transferred to-new or existing carriers as well as other 
businesses... A competing firm or new entrant would likely purchase 
or lease an exiting firm's facilities, siq,nificantly decreasinq the 
risk of losing entry invesuents.. Ease of entry and exit is 
further denonstrated ~y the relatively small capital costs and 
minimal capital risks inherent in entering the trucking business. 

Ready access to, information is an element,of eompetition 
that can be determined by regulation. of lnarket'lI'1echanics but is not 
dependent on regulation of rates·. Without accessible rate 
in:formation carriers may :be able to c1iscrilninate· against certain 
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shippers and maintain higher rates than could be charged it 
shippers had accurate intormation about all carrier,s' rates. 
Everyday :business relationships produce much competitive 
information. Howe~er, any regulatory program should encourage rate 
competition by promoting open rates for both common and contract 
carriers. Secret rates and discounts promote discrimination and 
discourage direct competition. 

Because the sufficient·economic conciitions are 
convincingly met or can be promoted by a minimum of requlatory 
constraint, we ~ind thAt the intrastate general freight trucking 
market is workably competitive. 

Workable competition will protect shippers against 
unreason~le rates.. If rates are ,too' higoh, other competitors will 
take the business. If rates ,are too low, the carrier will qo out 
of ):)usiness. 

Typically, a workably competitive market,does not warrant 
r;"te regulation to produce just andreasona):)le rates. However, the 
Legislature has enacted statutes providing that the' use of public 
hiqhways for the transportation of, property for compensation is a 
business affected with a public interest and the Commission should 
ensure reasonable,. non4iscriminatory rates and adequate,. 
dependable, and safe service. This legislative mandate requires 
the Commission t~' impose a regulatory program that meets the 
statutoryo:bjectives, with flexil:>le or rigid rate regulation. In 
analyzing the current regulatory program we noted some major flaws 
that pose a significant barrier to'lnaintaininq reasonable rates and 
prev~nting discriminatory pricing., These flaws also inhibit the 
State's economy from fully benefiting from the services of a vital 
and vigorous for-hire truc~inq industry. 

If carriers are not allowed to respond to market 
conditions, they are prevented from operating efficiently, with the 
attendant risks, of oversupply, waste of resources and.stifling o'! 

I . innovation • 
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To better allow carriers to· efficiently respond to marXet 
conditions and to· meet the statutory' objectives, 'We will adopt a 
regulatory program that recognizes the benefits of competition. 
Although we believe that a more flexible system will work, we will 
monitor how effective that competition is in drivinq prices toward 
costs. ~e adopted program will provide for rate flexibility 
within a zone of reasonableness toqether with a monitoring plan .. 
'I'lle monitorinq plan is inteneleel to-offer a mechanism for detectinq 
anel correctinq any failure of market forces. 

Our response to competitive realities in the truckinq 
industry will help us to· achieve the requlatory objectives mandated 
by the constitution, and to- fulfill our statutory responsibilities. 
We believe that the pUblic interest will be better served by 
permittinq carriers flexibility in adj.usting rates in response to 
the demand and constraints of a competitive market. Price 
flexibility will provide carriers the freedom t~align prices more 
closely with their costs and should enable well-manaqed and 
efficient carriers to earn a reasonable return on their investment. 

An effective regulatory program would allow efficient use 
of resources and timely response to demand for services. 'l'he 
current program provides the wrong incentives for efficiency, 
erecting unneeded hurdles which translate into higher rates for 
shipper~ and consumers. We continue to· strive tor rate regulation 
that is efficient and fair. If fairness and equity goals can be 
met, then less regulation is preferable to· more regulation, because 
less requlation is economically more efficient. 

Further, the record demonstrates that similar trucXinq 
markets in other jurisdictions. function in this manner 'When subject 
to price flexibility or economic deregulation. The evid.ence in 
this proceedinq is clear and convincing that consu:mers and the 
economy generally will benefit from the substitution of market-set 
rates for government efforts to· fix. prices. 
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We are convinced that the wor~ings of competition within 
a zone of reasonableness will produce just and reasonable rates, 
and that monitoring protections and ready access to rate 
information will quickly identify any rates that are not just and 
reasonable. Therefore within a zone of reasonableness we will not 
require that individual carriers file formal applications to change 
tariff or contract rates, ~ecause there is no need for individual 
findings to determine that such rates are just and reasonable. Tbe 
workings of competition and the limits in the regulatory program 
adopted herein, along with finding that future rates within the 
zone of reasonableness are just and reasonable, will suffice. 

When the Commission first began to require separate 
findings and orders in support of individual rate applications, 
that process was DOth necessary to' remedy mar~et imperfections and 
effective in regulation of relatively,few carriers. Today 
conditions have changed. The market is workably competitive, and 
therefore case-by-case cost justification is unnecessary. As well, 
the large number of carriers ~es individual litigation of rate 
applications burdensome and ineffective. 

Legal Authority tor a nexible jbIte systg 
Rigid Rate Proponents argue that the Constitution of the 

'St4te of california (Constitution) ,and the Public 'Otilities. Code 

(PO) require rigid rate regulation. More specifically, Rigid Rate 
Proponents rely on Constitution Artiele,XII, §§ 3 and 4, and PO 
§§ 4S1, 452, 453, 454, 455" 460, 461.5-, 486, 49'1" 494, 726, 730, 

731, 3662 and. 3666·.. The full text o! the applical:>le sections. of 
the constitution and the PO Code are attaehedas Appendix Sto this 
decision. 

Based on their interpretation of the these constitutional 
and statutory sections, R,igid Rate Proponents further arque that 

the commission must provide a regulatory program for common and. 
contract carriers that recIu'1res: 
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l. Commission approval prior to any change in 
common ,carrier and contract carrier rates~ 

2. Commission findings that common carrier and 
contract carrier rates are just and 
reasonable. 

3. Thirty days' public notice prior to the 
etfective date of common carrier and 
contract carrier rates. 

4. Common carrier and contract carrier rates 
to-be public documents tiled with the 
Commission. 

S. Common carriers and contract carriers to, 
charge nondiscriminatory rates, unless 
just.tied by the transportation conditions. 

6. Common carriers to provide adequate 
service~ 

Moreover, P.1gid Rate Proponents argue that the com:m.ission is 
prohibited by the above statutes trom issuing a blanket-authorizing 

• 

decision and must act upon individual carrier showings ot • 
justification. Rigid Rate Proponents conclude that a regulatory 
proqr~ that does not meet the tirstfour wrequirementsW above 
would not protect the public trom poor service~ unreasonable ratGs 
and discriminatory practices. Flexible Rate Proponents paint a very 
difterent picture. They believe' that Rigid Rate ProponentS are too 
narrow in their reading ,of the Constitution and PU § 454 with 
respect to the flexibility .the Commission has to decide on the 
showing and finding required. They argue that in setting a rate 
the Commission can choose its own criteria or methods, provided . 
they are reasonable. Flexible Rate Proponents assert that the 
constitution and the Public Utilities Code give the Commission wide 
latitude on precisely what kind ot requlatory system it will impose 
and that the California Supreme Court has confirmed. the 
Commission's considerable discretion in setting rates tor the 
transportation of property> citing California Trucking Association 

... 
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y. public Utilities CommissiQn (1977) 19 Cal. 34 24~, 246 & n.10, 
247 (CTA y. PUC). 

In a4dition, Flexible Rate Proponents point out that it 
is well establishe4 that'a reasonable rate or charge in any given 
situation may be determined within a zone of reasonableness and 
cite the following; 

H~here is a zone of reasonableness within whiQh 
Qommon carriers,. so long as statutory 
restrictions are not transgressed, may and 
should exercise discretion in establishing 
their rates. :he upper limits. of that zone are 
represented by the level at which the rates 
would be above the value of the service, or be 
excessive. The lower limits are fixed,. 
generally, by the point at which the rates 
would fail to contribute revenue above the out
of-pocket cost of performing' the service, would 
cast an undue burden on other~rafficf or would 
be harmful to the public interest. Rates at 
the upper limits of the zone may be termed 
maximum reasonable rates~ those at the lower 
limits of the zone may be termed minimum 
reasonable rates." (50 CPO'C 632-633.) 

Flexible Rate Proponents argue that through the mechanism 
of a zone of reasonableness rates can be established without the 
need for an individual review of each increase or decrease. ~ey 

contend that, instead, a rate zone can be preapproved by a finding 
that the zone 1s reasonable,. is in the public interest, and 
fulfills the needs of commerce. 

Flexible Rate Proponents contend that a zone of 
reasonableness for qeneral freight is consistent with PO § 454.2. 

That section provides for blanket authorization of rate changes tor 
passenger staqe corporatiOns within a zone of rate freedom, based. 
upon an advance tindinq that the service inVOlved is competitive. 
Fle:x:iDle Rate Proponents argue that,. although qeneral freiC]ht is 
not included in PO § 434.2, the, implication is that the 
constitution provides sUf!icient latitude.~o implement a reg'Ulatory 
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procedure that incorporates a zone of reasonableness. Flexible 
Rate Proponents therefore argue that because a zone of 
reasonableness is permissible under the constitutional language,. 
it is also permissible under the substantially identical language 
of § 454. 

According to Flexible Rate Proponents,. the reeord in this 
proceeding shows that a flexible rate program is );)ett~r suite4 to 
today's economic eondi tions in the trucking industry. Thus" 
Flexible Rate Proponents claim that the evidence in this proceeding 
constitutes a showing before the Commission that the proposed rate 
changes are justified. They assert that the evidence will support 
findings that: (1). the carriage of general freight is naturally 
competitive, (2) individual carriers cannot garner suffieient 
market power to exact unreasonably high or discriminatory prices,. 
and (3) predatory pricing and destructive competition are unlikely 
to· result. They therefore contend that the Commission can find 
that the proposed rate changes are justified and grant blanket 
authorization tor individual carriers to raise and.· lower rates. A 
blanket authorization would eliminate the need for additional 
showings before or 4ecisions by the Commission. 

Flexible Rate Proponents further argue that the 
Commission's complaint and protest procedures together with a zone 
of reasonableness will act as cheeks and ~alanees against 
unreasonable rate changes. Fle~le Rate Proponents also cite 
antitrust laws as additional controls to insure that the benefits 
of competition are preserved and promoted.. A:monq the laws 
referenced are the Sherman Antitrust Act, Federal Trade Commission 
Act,.. Cartwright Act, Unfair Practices Act, and Robinson-Patlnan Act. 
Generally, these Acts provide that pricing below cost with the 
intent to· reduce or eliminate competition is unlawful. The 
remedies are varied and potent.. Both Federal and State authorities 
prosecute these violations.' Violation is a criminal offense. 

, . 

Public prosecutors at the State level may brinqarl'additional 
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action providing tor civil penalties, restitution and attorneys" 
fees. The recompense of these civil penal ties, which can amount to, 
millions of dollars~. makes these actions particularly attractive to 
public authorities .. 

With respect to notice requirements before rates can 
become effective, Flexible RAte Proponents point out that under PU 
§ 455 the Commission can grant authority :for rate decreases to 
become effective less than 30 days atter filing.. Similarly, 
Flexible Rate Proponents assert ,that an order in this proceedinq 
can meet the requirements of PU § 491. That section permits the 
Commission tor good cause to· allow rate changes on less, than ,30 
days' notice by an order which: (1) specifies the changes to be 
made, (2) identities when the changes will occur, and (3) sets 
forth the manner in which changes shall be fiied and pUblished.. We 
aqree with Flexible Rate Proponents that we can issue an order 
making rates effect:i.ve less than 30 days after f:i.ling .. 

FUrther, we are persuaded by Flexible Rate Proponents' 
arguments that the constitut:i.on and the PUblic Utilities Code 
provisions cited al:Iove permit the Commission to authorize rate 
flexibility for common carriers within a zone of reasonableness, 
based upon a finding that workable competition exists and that 
neither predatory pricing nor destructive pricing practices. should 
result. Both enactment of PO' § 454_2' and eTA y. w<: support this 
conclusion. 

Article XII § 4 of the Constitution states in part, NA 
transportation company may not raise a,rate or incidental charge 
except after a showin~ to< and a decision ~y the commission that the 
increase is ju~titiedH. Notwithstandinq this lanquage~ PO § 454.2 
permits ):)lanket authorization of rate chang-es for passenger staqe 
corporations within a zone of rate freedom,. ~ased upon an advance 
finding that the service involved is competitive .. P'J § 454.2 
further provides that an adjustment in rates or charges within such 
a zone of rate freedom, establisbed'by' the commission, is just anet 
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reasonable. Thus, PO § 454.2 clarifies the type of showing 
permitted by the Constitution. Ptr § 454 provides~ with certain 
exceptions, for example where there is no rate increase, that Nno 
public utility shall change any rate .. • • except upon a showing 
before the commission and a finding by the commission that the new 
rate is justified .. '" We aqree with Flexible Rate Proponents that 
this language is substantially identical t~ the constitutional 
lanquage. 'rhus we conclude that § 454, like the constitutional 
'provision, permits rate flexibility within a zone of reasonaJ:)leness 
where there is competition. 

The California Supreme Court's decision in CTA v, PUC 
further confirms the Commission's considerable discretion in 
setting highway carrier rates.. In ~t case the Court construed PO 
§ 3662 which provides that "'CtJhe commission shall .. _ • establish .. 
or approve just,. reasonable, and nondiscriminatory maximum or 
minimum or maximum and minimum· rates to~ :be eharqed. by any highway 
permit carrier'" _ The Court determined that this language· vests the 
Commission with the discretion to· set maximum· or minimum rates, ", ~ 
no rat~ at all .. ",l 

In short, we conclude that: (1) the Commission is not 
restricted to· a cost-ot-service form. ot requlation, and (2,) there 
is ample authority to establish an appropriate and effective for.m 
of flexible rate ·regulation. 

1 Pa~i~ic Telephone and Telegraph CompanY v, Publi; Utilities 
~ommis~ion (1965) 62 cal. 2d 634, 647 similarly reflects the 
Commission's considerable discretion in ratemakinq:: 

"'Thus the responsibility for rate fixing, 
insofar as the law permits and requires~ is 
placed with the commission, and unless· its. 
action, is clearly shown to· De confiscatory the 
courts will not intertere ./p, 
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~ntraet ys, Comm2D ca;rxiage 
An important elelnent ot the adopted requlatory proqram 

will be the ~alance of incentives between common and contract 
carriage. ~his- balance parallels the classic poliey balance ot 
economic efficiency vs. fairness or equity among the participants 
in a market. 

In promoting safe~ reliable service at reasonable and 
nondiscriminatory r~tes we could emphasize service and price 
discrimination protections by providing incentives for common 
carriage,. at the risk of loss of economic efficiency. Encouraging 
common carriage at the expense ot contract carriage would imp~ove 
consumer protections because all carrier obligations would be 
explicit in fixed taritfs,. but it would prevent carriers and 
shippers from making private arrangements that might increase 
carrier efficiency and thus lower prices. On the other hand 
emphasis on low rates coulel be provided by incentives. tor-contract 
carriage, at the risk ot price eliscrimination anel poor service to 
some market segments. 

We have heard from shippers anel carriers who are 
dissatisfied with their opportunities to- set special, efticient 
rates in specific situations., In many such cases. it is special 
shipper opliqations which drive the efficiencies that allow lower 
rates. 

In striking the balance we are rest;ained'by law and 
sound public policy to maintain a viable,. working common carriage 
system. We cannot know with certainty that a viable com:mon 
carriage system will survive it all the incentives are in tavor ot 
contract carriage. Common carriage must work efficiently to serve 
customer demand, not merely exist as an empty set of rules built to 
satisfy legal requirements, ~he most ardent of flexible rate 
proponents claim that effective common carriage will always survive 
because there are many carriers that will choose common carriage as 
a marketing tool in serving small communities or market segments • 
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However, the evidence does not convince us to make that finding, 
and the consequences of ordering,such an experiment are too risky. 
We will allow greater freedom than is currently qranted for 
contract carriage~ but not without limits. 

We will effect the balance of incentives for common and 
contract carriage in these ways: (1) by ordering different 
effective dates for the two' types of carriaqe, and (2) by defining 
the applicability of contract carriage... 'rllese are the two controls 
that will fn large part determine bow much freight actually moves 
under common or contract carriaqe. Our choices in setting these 
controls will :be discussed in the Adopted Regulat0rv ProgtAl!l 

section of this decision. 
Zone or Reasonabl~ss 

The evidence in this proceeding strongly indicates that 
competition is etfective and mar~et forces along with some 
protections- to' ensure fairness will maintain pri~es at reasonable 
levels. However, to protect ratepayers aqainst the remote 
possibility that a workably competitive market may not exist in all 
traffic lanes, we will establish a zone of reasonableness and 
monitor whether competition is able to' control ~rket behavior. 

To, be useful to, carriers,. the limits of the zone must be 
sufficient to, permit a fair opportunity to raise or lower prices to 
respond to'market conditions. There must be enough latitude to 
allow carriers to' respond to' changes in the economy such as 
increases and decreases in fuel prices. To proteet the public~ and 
to a certain extent to protect carriers trom each other, the zone 
must be res~rictive enouqh to' ensure that rates are reasonable~ 
These objectives can be achievea ~y setting a ceiling on the amount 
an individual rate can rise within a specified time, and by setting 
a floor price below which rates cannot be reduced. Increa~s 

greater than the ceiling or decreases below the floor can be 

:r;equested by filinq an application with appropriate justification • 
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Naturally, if a general emergency occurred, the limits to the zone 
could):)e temporarily"expanded~ 

. . 
~he limits. to the zone are defined by' analysis of the 

market inefficiencies that might be encountered~ The claimed 
dangers are predatory.pricing and the vaguely defined destructive 
competition. 

~he upper end of the zone will serve to restrain 
predatory pricing. 'ro, succeed at predatory pricing a carrier must 
drive competitors out of the market and subsequently' raise prices 
above reasonable costs. A percent increase limitation ~ould 
prevent the second step ot the process, especially if the reduced 
price in the first st~p beeomes the base price for the increase 
ltmitation~ ~he purpose of the upper end of the zone is: not t~ 
protect shippers by assuring low rates. Without an upper limit a . 
carrier could raise rates in hopes of increasing profits-, but in a 
competitive market that carrier will simply ,lose business as other ,. 
carriers take the freight by charging lower, cost-based :rates • 
Although there is no convincing evidence that predatory pricing has 
existed or could exist in the California, intrastate mar~at we will 
preclude even the remote possibility by ordering an upper limit to 
price increases. 

'rhe lower end of the zone should protect against pricing 
below cost for whatever reason. UnderpriCing induced· by economic 
circumstances.,. intramarket· subsidies or irrational carricer ]:)ebavior 
might cause inadequate wages, poor maintenance or market '. 
ins~ility, all of which are serious concerns:. ~o prev(~nt that 

possil:>ility we shall order 'that common carrier rates shall not fall 
below a floor price.. The floor will ~e ~asecl on vari~l(~ operating 
costs and will exclude all capital ana other fixed costs. To 
assure that safety is· not compromised detinitions of variable costs 
will be stretchecl to include insurance costs and. as. muchisatety 
costs as can be reasonable accommociAtecl.. 'rhe final form 'of the 
variable cost floor will be developed in. workshops for eventual 
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Commission approval. Until then it is reasonable to use temporary 
measures of variable cost taken from within the current TFCI • . 

Because the floor excludes all fixed costs we anticipate 
that it will not be used for rate indexing by carriers. We have 
learned elseWhere in the transportation industry that minimum rates 
set too high become de faeto maximum rates as well, generating 
vigorous and largely unnecessary dispute. calculation of floor 
prices should be less contentious. To· resolve the problem of 
assigning average costs' to· individual carriers we will make floor 
prices carrier specific, at least in part. 

In summary, the upper limit of the zone of reasonableness 
will be a percentage cap on rate increases, and the lower bound 
will be carrier specific variable costs. The zone of 
r~asonableness provides pricing flexibility and by allowing . . 
carriers to respond to market changes ~ncourages rational carrier 
pricing. carriers have strong incentives for cost-based priCing, 
and both shippers and carriers are proteeted from the market abuses 
of predatory priCing and irrationally low prices. Large rate 
changes that could be challenged as unreasonable require an 
application and case-by-case justification. 

Safety and In1:ry ReqgiX'qentB 

Prior to· September 20, 196~ the Commission administered 
safety requlations for for-hire motor carriers. In 1963 this 
responsi~ility was transferred to· em> by legislative aetion. PO' § 

767 (now § 768) was amended to provide that wthe comnission shall 
not regulate the safety of operation Of passenger stage 

. corporations, highway common carriers, and petroleum irregular 
route earriers. w 

Following this. jurisdictional transfer, the Commission 
assumed a supporting role in safety by suspending or revoking the 
operating authority of carriers which the ~would identify as 
unsafe_ In 1986 the Legislature amended PO' § 768 to. state, .. wThe 
Department of the california Highway Patrol shall .have .the primary 
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responsibility for the regulation ot the safety of operations of 
passenqer stage corporations, highway common carriers, and other 
motor carriers. The commission shall cooperate with the Department 
of the California Highway Patrol to ensure sate operation of these 
carriers. * More recent legislation, discussed below, continues to 
stress the importance of the Commission's role in safety. 

Because the positions and arquments ot many parties are 
similar, we will segregate them into-two groups--those wh~ favor 
rate regulation to- ~prove highway safety, and those who believe 
that direct satety enforcement is the best approach to improve 
highway satety .. 

brti§s SUpporting Rat~lA3iion 
In its direct showing CTA presented tour witnesses to 

address driver and truck satety issues. Based on their testimony, 
CTA's poliey witness recommended that the Commission: 

l. Develop, a special task torce ot industry 
and government representatives to establish 
minimum- driver training standards 
acceptable for the tor-hire carrier 
inClustry. 

2. Join the industry in proposing realistic 
drug testing qualitications tor Clrivers. 

3. Work with Air Quality Management Districts 
to, decrease congestion through truck 
pricinq practices. 

4. Require carriers with low safety scores to 
demonstrate that requested rate reductions 
will measurably improve the carrier's 
safety score. 

5. Require all contracts to include a 
prOVision which ~inds the shipper to the 
carrier and makes the shipper eo-liaQle tor 
all accidents arising !rom·the carrier's 
performance tor the eontract shipper. 

Add.itionally,_ CTA"s policy witness testified. that in 
conformance with AB 3490 (Stats. 1988, Ch.. 117S) , the coxmnission 
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should establish regulations for new entrants which require them 
to: 

1. Be financially and organizationally eapable 
of conducting an operation within the rules 
and regulations ot the CHP. 

2 • Be committed to observ'ing the hours of 
service regulations for all employees and 
subhaulers operating vehicles under the 
applicant's operating authority. 

3. Have a Commercial Vehicle SAfety Alliance 
sticker for each vehicle and a preventive 
maintenance program that conforms with CHP 
requlations. 

4. Participate in the DMV's driver pull notice 
program and in a program to· regularly cheek 
the driving records ot all employees and 
subhaulers operating vehicles which require 
a class 1 driver license. 

5,. Have a safety education and training 
program· tor all employees anel subhaulers 
operating vehicles uneler the applicant's 
operating authority. 

6. Pass a written test to· ascertain the 
applicant's knowledge of vehicle 
maintenance standards. 

Convinced that rate regulation and safety are relateel and 
that police enforcement cannot alone compensate for safety 
problems,. C'I'A developed a safety score to· predict carrier accident 
and citation rates from· carrier income statements •. CTA argued that 
safety performance is affected b'y a carrier's operating margin, 
driver labor as a percent of revenue and expenses, and purchased 
transportation as a percent of expenses. From this, C'I'A concluded 
that carrier safety performance could be predicted by the· 
profitability and driver compensation practices of truclting firms .. 
C'I'A Claims. that the safety scores, developed from these factors have 
their greatest predictive accuracy at the extremes (e .. g. carriers 
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with the lowest scores present the most danger'on the highways) and 
recommends limiting rate freedom for carriers that rank in the 
lower one-third. 

Additionally, eTA notes 'that over 90% of truck-at-fault 
" 

accidents are caused ~y driver error and attributes this to lower 
driver wages and deregulation. 

Ad Hoc argues that less restrictive rate regulation 
places economic pressure on carriers which causes them to overwork
drivers, reduce maintenance~ and violate,safety laws. Ad Hoc 
supports this argument by asserting that safety declined during the 
period of lessened rate regulation, 198:1-1986-. Finally, Ad Hoc 
does not support the contention that direct enforcement is the most 
effective means of' providing safety to the puDlic, and claims that 
rat~ regulation is needed to ensure safety. 

WC~B· is convinced that.unrequlatedearriers have a worse 
safety record than requlated carriers and rejects the evidence that 
a correlation does not exist between economie regulation and 
safety_ WCFTB is also opposed to· the regulatory proposals Which 
increase rate flexibility, on the qround& that many carriers will 
experience extreme hardship' and safety will deteriorate. These 
concerns cOmbined with recent safety legislation cause WeFTS t~ 
recommend that the commission conduct a more comprehensive 
investigation into the effects of ORA's proposal. 

, 
Teamsters ,. NMFrA and Hegarty argue that much of the 

trucking industry has not achieved a sufficient level of truck 
safety. Th~se parties believe that flexible rate regulation would 
place downward pressure on rates and wages, cause carriers to
reduce repair and maintenance expense, and make it difficult to 
replace aging equipment and attract well-qualified drivers. 
Additionally, these, parties. seriously doubt that direct enforcement 
alone will ~e sufficient to:· keep- the highways safe • 
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Earties SVQportinq Di;ect EnforCement 
ORA contends that a direct link between rate regulation 

and satety does not exist~ and cites the lack ot evidence Which 
would. correlate accident data with rate requ,lation to support this 
claim. ORA supports its ela1m w1th studies on the profitability ot 
unregulated vs. requlated carriage during the 1980-1986, transition 
period.~ correlations between profitability and. regulation, and the 
evidence presented by FTC in this proceeding. 

ORA argues that direct satety entorcement is tbe most 
cost ettective method ot protecting the public trom irresponsible 
carriers. Unsate operations can cause' unreliable service and 
result in higher rates tor liability and worker's compensation 
insurance.. ORA believes that carriers seeking to- operate 
protitably will operate sately because safety pays. ORA supports 
satety programs that suspend or revoke carrier operatinq authority 
to ensure compliance with insurance requirements·,. CHP's satety 
inspection standards and maintenance ot satety related records • 
Finally, ORA concludes that satety enforcement is the most 
ettecti ve means tor improving satety.. ORA recommends the 
Commission enhance direct safety entorcement by: 

1. Providing CHP yearly carrier mileage data 
tor computing carrier accident and citation 
rates using CHP's MISTER records. 

2. Working with CHP' to, develop a numbering 
system which allows intrastate requlated. 
motor carriers to, be identitied in CHP's 
MXSTER records by a single number in place 
ot both a Commission and CHP n~er~ 

3.. Auqmenting the list ot owner-operators, 
required by AB 2706, with carriers that 
receive sUbhaul only revenue', it necessary. 

, . 
4 • Workinq with CHP to- implement recent 

legisl."tion which requires. joint action. 
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In response to CTA's research on highway safety ORA 
argues that the safety score methodology is flawed and at best only 
a preliminary indicator of safety. Specifically, ORA cla1ms. that 
CTA's research has severe database" variable and methodological 
problems that render the findings inaccurate and the -conclusions 
invalid. 

The Coalition supports direct enforcement as the most 
effective method of ~proving highway safety, and references recent 
safety legislation as being consistent with this position. The 
Coalition also' ):)elieves that safety is cost-effective,. citing
carrier testimony that safety proqrams reduce insurance costs and 
help avoid. CHP citations. 

The Coalition has many of the same concerns with CTA's 
safety score methodoloqy as DRA. First, the Coa~ition challenges 
CTA's logic which favors carriers that do· not use subhaulers. 
Second, the Coalition identifies the application of inconsistent 
data (interstate and intrastate miles are used to, compute accident 
and citation rates based upon intrastate-only accident and citation 
experiences). Third,. C'I'A's statistical methodolO9Y is extremely 
sensitive to small variations in data. The Coalition concludes 
that eTA's safety score proposal and underlying studies are not 
supporta):)le. 

Fischer contends that there is no conclusive proof that 
flexible rate regulation will lead to financial distress sufficient 
to· adversely affect safety. Similarly, Fischer argues that there 
is no ,oonvineing evidence that continuing the current program will 
have a positive effect on safety. Finally, Fisoher provides the 
following quote from c:rA's w:i.tness Garlana Chow to support 
these conclusions: 

"The issue ot how economic requlation impacts 
safety is stillunanswered~H (Exhibit laS, 
p •. 4.) 
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CPIL also argues tbat there is not a direct correlation 
between rate regulation and highway safety.. If such a correlation 
existed, CPIL concludes, that carriers would have to receive excess 
profits to improve saiety~ CPIL proposes a targeted approaCh to, 
safety regulation and recommends that the Commission work with 
other agencies to- prevent regulatory overlap and optimize use of 
resources .. 

CMA, NSSTC and Mike conrotto Trucking support direct 
enforcement as the best method. of improving highway safety and 
argue that accident data shows little correlation between rate 
regulation and safety.. Furthermore" these parties contend that 
satety is an e~cement to protits through lower insurance costs, 
lower CHP fines and lower risk. 

Finally, CMA claims that the data base for CTA's safety 
score proposal has fundamental tlaws and that the SAfety score is a 
poor predictor of accident and. citation experience. CMA. believes 
that the best predictor of a carrier's future safety record is the 
carrier's current safety record .. 

satetv LegislatiQD 
Recently enacted State legislation has significantly 

strenqthened safety regulation.. sa. 2594 (Stats. 1988, Ch. 1509) 
put into, effect commercial driver license requirements trom the, 
Federal Commercial Motor Vehicle safety Act' of 1986 (Title XII ot 
PL· 99-570) .. In compliance with this legislation DMV established 
more stringent testing and licensing requirements and increased. 
sanctions for serious traffic violations. 

Al3 3490 (Stats •. 19'88, Ch. 1175-) specifies additional 
entry requirements tor new intrastate requlated lnotor carriers. 
This legislation mandates that new entrants and transferees 
must: 

1.. Be financially'and organizationally able to 
cond.uct an operation. that complies. with the 
rules and regulations of the ~. 
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2. commit to observing the hours of service 
regulations. 

3. Have a preventive ~intenance program for 
its vehicles that conforms to CHP 
regulations. 

4. Participate in a program to regularly check 
the drivinq records, of all employees and 
sUbhaulers which operate vehicles requiring 
a class 1 driver's license. 

s .. Have a safety eaucation ana traininq 
program for all employees and subhaulers~ 

6. Maintain vehicles in a safe operatinq 
condition and in compliance with the safety 
provisions of the Vehicle Code and 
regulations in Title 13 of the California 
Code of Requlations. 

7. File with the Commission a certificate of 
workers~ compensation insurance covera~e 
tor employees or a·Oivisionot Xndustr:l.al 
Relations certificate of consent to self
insure. 

8. Provide the Commission with the address ot 
an office or terminal where aocuments 
supportinq these re~irements can be 
inspected. 

Another recently eMoted safety law, AS 3489 (Stats. 
1988, Ch. 916),.formalizes the CliP/Commission suspension process 
for carriers not meetinq the State"s safety requirements. ':this 
leqislation also· requires, the Commission to submit to CHP and the 
carrier's insurer a list of each intrastate carrier's eqnipment 
from the precedinq year. Carriers who· have failed to obtain 
insurance for all their vehicles may ~e fined and/or have their 
operatinq authority suspended. 

Concerns, about carrier safety were also addressed in 
AS: 2706 (Stats. 198'8, Ch. l5S6) amended' by AS 2097' (Stats .. 1989, 
Ch.12l&). AS 2706 requires. commercial carriers· to· have their 
equipment inspected every 4 S. days and to scbed\1le a cgp terlllinal 
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inspection at least every 25 months.. An unsa~isfactory terminal 
ratinq can result in suspension or revocation of the carrier's 
operating authority. 

AB 2706 also requires the Commission to annually identify 
owner-operators and send a list of these carriers alonq with their 
commercial driver license numbers to' OMV. OMV must notify the 
Commission when an owner-operator's driver license is suspended or 
revoked, and the commis$ion must act to suspend or revoke the 
carrier's operatinq'authority. 

Finally, this leqislation sUbjects carriers· to fines 
and/or imprisonment for employin~ a driver without a valid 
commercial driver license~ Carriers must also participate in DMV's 
pull-notice pr09r~ and chec~ the driving records ot all class 1 
and 2 (class A and S it licensedatter January 1,1989) drivers at 
least once a year. 

In addition to the legislation that strengthens sa~ety 
standards, Sa. 2876· (stats 1988, Ch .. 1S96) mandates that CHP: 

.. 

• 

(l) perform additional annual roadside inspections ot commercial • 
vehicles" and (2) report on the feasibility ot ilnplementinc; an 
incentive program' tor commercial drivers with excellent records. 

Agency BespoQSibilities 
Although CHP has primary responsibility for motor carrier 

safety, other agencies have complementary- roles.. Generally, CliP' is 
charqed-with enforcinq the rules of the ~oad, setting safety 
stanciards for commercial carrier operatil~ns, and insFecting carrier 
operations .. 

~he commission has responsibility to ensure that new 
carriers. are financially tit and. able to', conduct safe operations .. 
AClditionally, the Commission coordinates with other agencies ])y 
suspend.ing the operating authority ot unSafe carriers and owner
operato%'$ without a valid driver license',a~ti'])Y providing safety 
related. data. 
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DMV' is responsible for licensing standards and 
procedures. 'rnis includes furnishing information to the Commission 
on the status of owner-operator driver licenses and oversight of 
commercial driver traininq proqrams, including driving schools. 

'rne Department of Health Services i$ charged with 
reqistering carriers of hazardous waste materials and enforcinq 
special hazardous waste transportation rules. em> also oversees 
hazardous material carriers.'rhe. table "below identifies motor 
carrier safety programs: and the responsiole state 'agencies .. 
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DiscussiQ,D 
The relationship between satety and rate regulation was 

one of the more heavily contested issues. Rigid Rate Proponents 
argue that rate regulation results in safer carriers and that 
financially healthy carriers spend more on safety. Stated 
ditferently, they argue that higher carrier profits result in more 
dedication of those protits. to satety-related expenses. 

This arqument tails tor several reasons. Rate regulation 
alone cannot ensure higher carrier protits~ TO'do so· it must be 
accompanied by: (1) restricted entry to-prevent overeapaeity, and 
(2) rates that yield profits higher than a workably competitive 
market.. 'rne riqid rate regulation proposals in this proceeding do 
not address the interaction between carrier profits and capacity_ 
Because higher rates will entice more entrants~ riqid rate 
regulation without limited entry will do little tor carrier 
profits. Furthermore,. the current and proposed riqid rate programs 
do not restrict entry and cannot prevent overcapacity if rates· are 
set to· provide higher protits than a workAbly competitive market_ 
From this analysis we conclude that the current and proposed rigid 
rate proposals will not result in higher protits or safety 
expenditures than those ot a workably competitive market. 

Rigid rate regulation is an imperfect approach to sa:ety. 
Without carrier protits in excess ot competitive market protits 
there is no increase in finaneial ability to· make satety 
expenditures. Even it there were higher carrier profits, carriers 
are not required to increase satety expenditures; carriers allocate 
operating revenues in their own Dest interest_ commissioner calvo 
recoqnizea this in his concurrence to D.86-04-045: 

"Reqardless ot what rates carriers cbarge~ 
profits can always De increased DY reducing 
costs .. through lower levels ot maintenance and 
less rigid adherence to sate operating 
practices_ Thus rate requlation is at Dest an 
impertect tool to achieve'satety goals." 
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consistent with this loqic, the credible evidence in this 
proceeding 'demonstrates that rigid rate regulation will not improve 
satety. Our satetyefforts will be appliedt~ direct enforcement 
pro9X'alns. 

We agree with Commissioner Calvo's statement,. and believe 
the Leqislature, :by enacting touqh safety requirements that provide 
for direct safety regulation and entorcement,. als~ recognized that 
rate regulation is not the solution to saf~ty problems. We commend 
and fully support the Legislature in this endeavor and will 
allocate our resources to· enforce these new safety requirements. 

We will actively participate in the satety task torce 
establishea in response to senate Concurrent Resolution 67. The 
task force is directed to.study methods of improving heavy 
commercial vehicle and driver safety,. includinq improved 
coordination amonq State aqencies and commissions having 
jurisdiction and responsibility for trucking safety. Besides the 

• 

Commission, the task force includes representatives of CHP, DMV, • 
Office of 'I'raffic Safety in the Business,. Transportation and 
Housinq Agency,. Department ot ~ransportation, labor organizations, 
various segments of the trucking and shipping industries,. and motor 
vehicle owners' and operators' organizations. 

Finally, we will aet to- protect the p~lic safety in 
three additional ways •. First". in conformance with AB 3490 we are 
establishing specifie guidelines and criteria t~ ensure that new 
carriers are financially viable and operate in a safe ~er. 
Although existing carriers are not impacted by AS 3490'5 entry 
requirements, we place the industry on notice that this subject 
will be addressed in a SUbsequent proceedinq. We believe ~3490 
provides the public needed protection with respect to new carriers 
and that, where appropriate~ existinq carriers should~eet similar 
standards. 

Second~ the Commission stat! has an onqoing 
responsibility to investiqate carrier operations tor compliance 
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with Commission requirements and in response to pUblic complaints. 
Field otfices are located throughout the state to tulfill this 
responsibility. We will direct the Commission staff in the course 
ot these investigations to, inspect new carrier driver education and 
training progr~ records tor compliance with State law. Where 
violations are found the COmmission,staff should take steps to 
ensure carrier com~liance and recommend sanctions when neces~. 

Third,. the record reflects that some carriers continue to· 
operate atter the suspension or revocation of their operating 
authority.. Al though Commission records indicate Which caniers 
hold valid operating authority, this information is not readily 
available to the public.. We ~elieve the public will be better 
served and protected it this intormation is easily accessible. 
Therefore, we will provide a toll free telephone n~er which the 
public can use to-verify a carrier's operating authority .. 
Adopted· RegulatOry Program 

Our policy is to establish a regulatory program which 
ensures that >carriers provide the public with competitive and 
nondiscriminatory rates,. good service, and sate clrivers and 
equipment.. As explained above, we believe' that 'the :best way to 
implement this policy is. through flexible rate regulation and 
stronger noneconomicrequlation. Where regulation is not needed to 
achieve this policy, none will be provided.. Consistent with this, 
the following regulatory proq:r~ will be adopted: 

Common carrier taritf Bates 

Common carriers may individually set rates 
within a zone of reasonableness without 
further Commission. approval~ The upper end 
of the zone ot reasonableness is cumulative 
rate increases notqreater than 10% over a 
12-month period.. The lower ~und of the 
zone is variable costs,. which are in part 
carrier-specific. 
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Collective ratemakinq under § 496 of the 
PUblic Utilities Code and authorization ,of 
rates outside the zone reasonableness 
require a formal application. 

Rates withdrawn or amended within 30 days 
shall have no effect on the 10% upward rate 
limitation, so lonq as, rates stay within 
the zone of reasonableness. 

All rates shall be filed with the 
Commission as Tariff Filinqs and, except 
those which require an application to be 
filed,. shall :become effective 10 days after 
appearinq on the Commission's Oaily 
Transportation calendar. 

The conditions of common carrier service 
and complete criteria to qualify for rates, 
includinq discounts, shall :be contained in 
each carrier's tariffs. 

Rates shall :be nondiscriminatory. No 
secret codes, undisclosed discounts" or 
write-in tariffs shall be permitted.. All 
discounts shall be identified and cross
referenced in the carrier's tariffs. 

The freiqht bills of carriers which 
publish d.iscounts, must contain: (1) a 
statement that discounts may be applicable, 
and (2) the carrier's phone num:ber and. 
address to- obtain further information. 

common carrier COntract Rates 

Contract carriers that have common carrier 
authority may enter into contracts for 
common carrier service for a period of up 
to one year without commission approval. 
Contracts shall be effective 10 days after 
appearinq on the Commission's Daily 
~ransportation Calendar. 

Common carrier contracts may only provide 
service at rates which are equivalent to 
the common carrier's filed tariff rates, 
but may lock in rates over the life of· the 
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contract or provide for adjustments tied to 
specified economic factOJ:'s·. , 

All common carrier contracts. :must be filed 
with the Commission and are public 
documents. 

s.pec:ial ~Ontraet;; RAtes 

Special contracts are only for service or 
under conditions which: (1) are not 
normally provided under common carrier 
tariff rates by any carrier, andlor (2) 
provide for a special, continuinq 
relationship-between the carrier and the 
shipper. Dedicated equipment is not 
required_ 

Special contract rates must ~e hiqher than 
variable costs, the same as tor common 
carrier rates .. 

Special contracts require Commission statf 
review to insure that a special 
relationship exists between the carrier and 
the shipper and/or service is not normally 
available under common carrier tariff 
rates. Unless suspended by the Executive 
Director, special contracts shall become 
effective 20 days after appearing on the 
Commission's Daily Transportation calenaar. 

All special contracts· must be filed with 
the Commission and are public documents. 

SUspension 0' Bates 

The Executive Director may suspend common 
carrier tariffs,. common carr:i.er contracts 
or special contracts one time for an 
additional 30 days,. after wh:i.ch they will 
become e·ffective unless further suspended 
or denied by Commission order. 

~rvi,~e 

All common carriers will be required to 
provide a min:i.mumiservice level of one 
p·ickup or delivery per week for all points 
Which· are served ~der the respective 
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carrier's filed tariffs, if that service is 
requested :by any shipper. 

Common carriers which serve at.the minimum 
service level are encouraqed to also offer 
enhanced service, such as service on 
demand,. to small and rural communities .. 

commission staff will conduct surve~s of 
service to' small and rural communit~es and 
publish the results. 

Safety 

commission staff will monitor carrier 
driver education and training pr~ams. 

Safety related programs and data will :be 
coordinated with other qovernmental 
aqencies ... 

Commission staff will establish a toll free 
telephone number for verifyinq,a carrier's 
operating authority. 

carrier entry requirements established in 
connection with AB 3490 will be extended,. 
where appropriate,. to existing carriers in 
a future proceeding. 

Under this regulatory program, common carriers must hold 
themselves out to serve the general public :by filing tariffs in 
accordance with PU §§ 486, 487, 488', and 493(a). All common 
carrier tariffs should describe accurately anQ fully the services 
offered to the public and provide the specific rate or the basis 
for calculating it for the performance of those services and ~e 
related elassifications, rules and practices.. Tariffs should also 
be filed and maintained in a way that allows all users to determine 
the exact rate applicable to any given shipment.. All discounts .. 
shall be id,entified along with the qualifying criteria~ We will 
enforce the PUCode prohibitioO$ against common carrier tariffs 
which are shipper. specific. 
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Additionally, common carriers that hold contract carrier 
authority may' enter into common carrier contracts and contracts tor 
service not provided under common carrier tariffs, i.e. special 
contracts. Common carrier contracts. shall be at common carrier 
rates, but may lock in rates, be linked to specific escalation 
tactors, and use alternate classification orratinq systems. 
However, any classification or ratinq system· must be desiqned to 
produce the common carrier's tariff rates and shall require the 
carrier to be liable for loss and damaqe to the same extent it is 
liable under common earrier tariffs .. 

Contract carriers as such are not required to· hold 
themselves out to serve the general public,. but may enter into 
special contracts. Special contracts are for service or under 
conditions Which: (1) are not normally provided under common 
carrier tariffs by any carrier, and/or (2) provide tor a special, 
continuing relationship between the carrier and shipper. Special 
contracts may be effeqtive on 20 days' notice unless suspended. 
The Executive Director may suspend a special contract prior to· its 
effective date if it does not comport with the above criteria. 

Contract carriers that also- hold common carrier authority' 
:may enter into either special contracts or common carrier contracts 
at. their filed' common carrier rates. Contract carriers may acquire 
common carrier authority once all common carrier requirements are 
satisfied. . . 

All suspensions shall be for not more thAn 30 days and 
may be initiated either on the Executive Director's own motion or 
after protest as set forth in G.O .. 147-B-, attached as Appendix F. 
Atter the suspension period, a contract will become effeetive 
unless further suspended or denied by Commission order. The 
suspension procedures are similar for all types of earriaqe--common 
carrier tariffs,. common carrier contracts and special contracts. 

In D.89S7S, we speeified the proper scope of Highway 
Contract Carrier operations.. That decision states that Ha contract 
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carrier must generally have a continuing relationship with the 
shipper or shippers it serves" an~ that "a continuing relationship 
cannot be predicated upon a single shipme~t.H The decision went on 
to state that "a continuing relationship- requires that service be 
provided perio~ically over a period of time not less than 30 days 
in duration." 

We do, not intend to depart from the definition of common 
and contract earriaqe contained in 0.895-75, but we will further 
define the proper scope of contract carriage and specify the 
transportation characteristics and shipper responsibilities that 
identify a special contract. 

Most simply put, special contracts will ~e authorize~ 
where: (1) the transportation services are not provided by any 
carrier under common carrier rates; or (2) there exists a 
continuing relationship between carrier and shipper, and the 
contracts provide for meaningful shipper obligations beyon~ the 
obligation to pay tor services provided. 

Some commenters to, the Proposed Oecision restated 
arguments that all contracts be confidential" on the grounds that 
disclosure of contract terms unfairly releases proprietary 
information to the shipper's competitors,. Contracts are not now 
confidential. Because ready access ,to intormation encourages 
competition and discourages discrimination we will not allow 
confidentiality. Contracts shall be pUblic documents. 

The following guidelines apply: 
l. A continuing relationship requires that service be 

required over a period of not less than 30 eays and 
include more than a single shipment~ A continuing 
relationship cannot be predica'ted upon a sinql'e 
shipment~ 
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2. The special contract requirement for a meaningful 
shipper obligation can 'be met by either of the 

. . 
following' conditions: 
A. A minimum of $lOOO per month of delivered 
transportation ser..rices,. or 
B~ Other obligations not described above but which 
call for a substantial shipper obligation of a type 
not found in common car:rier tariffs. Examples are 
plant security arrangements: unusual scheduling 
agreements;quaranteed demand: ser..rices covering more 
than intrastate operations~ such as interstate or 
exempt carriag'e; and so forth. We warn carriers that 
staff investiqation of these unusual ObligatiOns may 
trigger 30-day contract suspensions by the Executive' 
Director. Meeting the $lOOO minimum will be· easier 
to- determine within, the' 20-clay effective date periOd .. 

3. In a special contract a shipper can be either the' 
consignee or consiqnor~ Normally the shipper is 
regarded a$ the party who pays the charges for the 
transportation provided.. However, the shipper may 
also be the party who controls the traftic r tor 
example a manufacturer who ships freight collect to 
dealers of his proCluct .. 

4. Carriers must keep· copies of contracts at their 
offices for the terms of the contracts and for not 
less than three years· ~fter expiration. 

5. Contracts shall be filed with the Commission and 
shall be public documents. 

Subhaulers con~inue to be classified as contract and 
common carriers and afforded, the same, regulatory treatment as prime 

. carriers. This is discussed in more detail in the'Subhaulers 
section of this decision • 

- 8:0 -



I.88-08-0'46. AI:J/FSF /j •. /j.t 'It 

There will ~e no ~arriers to entry in terms of limiting 
operating authorities, commodities or routes.. carriers will be 
allowed to individually set rates without ad&itional commission 
approval. Common carrier rate increases greater than 10% or 
cumulatively greater ~han 10% for the last 12 months, all rates at 
less than variable costs and rates· collectively set under § 496· 

will require formal applications •. 
~o provide for an orderly conversion to our adopted 

regulatory prQ9%'am., we will grandfather 'under G .. O .. 147-B. all rates 
anel contracts which are governed by G .. O .. 147-A and in effect on the 
date of this.decision., ~his will allow general freight contracts 
to' remain in effect until their expiration date or for one year, , 
whichever comes first. However, within 90 days. frou the elate of 
this deCision, all common carrier tariffs, except shipper specific 
tariffs and rates which include write-in tariffs" must conform to 
G.O. 147-B requirements • . 

• 

We will instruct the Executive Director to propose a 
program which requires shipper specific tariffs and rates, • 
including write-in tariffs, to conform. to G.,O. 147-S. 

As previously discussed all parties agree with our 
primary goal of providing the public with safe, reliable service at 
reasonable,. nondiscriminatory rates.. Below we show how each of 
these criteria meshes with our adopted program. 

Safety« service and Price Discx:iminS¢ioJl 
The adopted program. meets polieygoals in these areas, as 

discussed previously.. The- proqram does not conflict with the 
Commiss.ion I s safety goals, as discussed in the Sat.etv and Entry 

Regui~ents section. Flexibility in settinq rates will not 
compromise safety as lonq a~ direet enforeement activities are . 
qiven full support. 

We agree with the Rigid Rate Proponents that the ~ruckinq 
industry is unique in that it provides a service to the public over 
public roads. From this we conclude that· common carriers should 
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provide the public with a minimum·level of service. To ensure 
ade~ate and reliable service to, small and rural com=unities, we 
will require cOD!lUon carriers. to, serve, at least once per week, each 
community for which. they have filed tariff rates. service may be 
provided directly by the carrier or throuqh arrangements with other 
carriers. Service need not be provided if none has been requested. 

Additionally, we instruct the commission staff to· conduct 
studies of service to· communities and traffic lanes statewide. 
These surveys should be published and where problems exist 
recommendations made for corrective action. 

Even though nondiscriminatory rates are a legal 
requirement for any rate pro9ram, price discrimination can exist 
with or without economic regulation. An economically requlated 
market can lead to discriminatory pricinq (witne$~ current write-in 
tariffs that result in secret discounts to shippers.) just as easily 
as one that is unrestrained .. To·minimlze the potential for rate 
discrimination in our adopted proqram,. the foliowinq safeguards 
will be enforced: 

1. All requirements for discounts must be 
contained in the carrier's filed tariffs. 

2. 

3. 

4. 

5. 

Common carrier service can only be provided 
at common carrier filed tariff rates. 

Common carriers must bill for services at 
the lowest discounted tariff rate 
applicable. 

All common carrier contracts and special 
contracts must be filed with the commission 
and available for public inspeetion. 

All tariff and contraet filings will be 
notieedin.'the Commission's Daily 
Transportation' calendar.. . 

- 82 



I.88-08-046 ALJ/FSF/j •• /jt * 

Limits :to Zone of Beason*lenes.:e 
We,have found. that, in aworkal:>ly competitive mar:ket, rate 

flexibility within a zone of reasonableness will provide reasonable 
rates· •. 

The upper limit to the zone ot reasonableness will be a 
cap on rate increases set at 10% over the lowest rates within the 
previous 12 months. Atter considering recorded changes in the TFCI 
and likely fluctuations under normal market conditions,. we find 
that a 10% ceiling on increases over a 12-month period should 
provide sufficient flexibility for the zone ot reasonableness. The 
10~ ceilinq will allow a, common carrier to increase any rate as 
often as it chooses. within a 12-month period as long as the total 
of all increases tor that rate do, not exceed 10%. A common carrier 
will also be able to decrease any rate as often as it likes, but 
any decreased rate cannot subsequently be increased by more than 
10% within a 12-month period~ Each carrier thus es~lishes its 
own floor by knowing that no rate C4n.beincreased by more than the 
ceiling. We warn carriers that eftorts to avoi~ the 10% cap· on 
rate increases, for ex~ple by making cosmetic changes to tariff 
c:ondi tions then c:laimi'n9' that an increased rate is· for different 
service, shall' ~e monitored closely. Tariff filings. which attempt 
to subvert the intentions of tbezone ot reasonableness shall ~ 
rejected. 

The TFCI was desiqnec1 as a system to ,track cost changes 
for motor carriers of trucJcload. and less-than-truckload qeneral 
freight. The index, which is substantially as proposed by CMA and 
C'I'A in Application (A.,) 8'3-11-049, was adopted in 0.86-04-045 and 
went into eftect July 1,. 1987. Costs are agqregated into seven 
categories each with a surrogate to measure actual cost changes. 
Wi tb the exception of the labor and insurance cateC]ories various 
United States Department of Labor, Bureau of Labor Statistics 
producer price indexes (producer price indexes) are used as. 
surroqates for all cateqories. The surt'09'ate for labor is.. 
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developed from the Commiss,ion I s Highway Carriers Prevailing Wage 
Report (Prevailing Wage Report), and the surrogate for insurance is 
):)ased on the California Automo):)ile Assigned Risk Plan. 

A review of Prevailing Wage Reports from 1980 and 
recorded chang-es in producer price indexes from 1961 indicates that 
yearly increases of 10% are not uncommon.. Additionally, Exhibit 4 

in A.83-11-049 (sponsored by eTA and adopted by CMA) calculated an 
ll.4% increase in the TFCI for 1981., While annual inflationary 
changes are usually less than lO%, we conclude from the recorded 
inflationary data and Exhibit 4 in A.83-11-049 that an, annual 
ceiling of 10% provides sufficient pricing, freedom for carriers to 
reflect normal inflationary variations .. 

Having shown that the 10% limit is sufficiently flexible, 
we must also, be convinced that it provides adequate ,protection 
against possible market failures. Any upper limit to- rates 5erv-es 
to protect against monopoly pricing and predatoryprieing. Because 
entry into the market is relatively unrestricted" workable market 
competition by itself prevents, monopoly pricing~ As 4iscussed 
earlier, competition also protects against predatory pricing~ and 
only minimal added protections 'are needed. The 10% limit will 
sufficiently limit carrier price increases,. especially because in a 
predatory pricing attempt the price increase must follow a decrease 
to, drive competitors out of the market, and that decrease itself 
lowers the base price to, which the lO% is applied. 

Although the principal protections against destructive 
pricing below cost are today's stable economy and competition 
itself,. we will provide the further protection of a lower bound ~o 
the zone of reasona}:)leness. There is no- simple rule stating at 
what point pricing- below full long run costs becomes destructive. 
A lower limit set at full costs would be overly protective~ to- the 

point of ):)eing economically ineff.icient.. A full cost limit would 
work to support inefficient carriflrs;:. the ):)enefits of competition 
would be lost and prices would rise • 
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In our judgment a lower limit of a carrier's variable 
cost is a reasonable protection aqainst destructive pricinq 
practices by both common and. contract carriers.. We realize that 
distinctions between fixed and variable costs depend on the time 
frame of the carrier. Economically,. the very definition of the 
long term is when all costs become variable,. which is an elegant 
way of sayinq that even lonq run fixed costs have to be paid 
sometime. For practical purposes a carrier's fixed costs are those 
assignable to· capital investment and overheads. Variable costs are 
most closely related to- day-to-day expenses such as driver labor, 
fuel, tires and maintenance.. 'rhus a lower limit of variable costs 
will keep a carrier's revenues high enough to· pay' wages, fuel and 
tire costs, maintenance,. and insurance. 

The chosen definition of variable costs should also· 
include as much of a carrier~s safety expenses as is practical, not 
in support of any economic theory but to· remove from carriers any 

• 

incentive to operate unsafely. For this reason we will include • 
insurance and maintenance as variable costs- We have little 
control over carriers' accounting conventions for safety-related 
training, maintenance and inspection costs. It is likely that 
these are found in accounting categories for both maintenance and 
overheads. However, we will not insist on including overheads 
within the adopted definition of variable costs solely to capture 
an uncertain fraction dedicated to safety. 

variable Cost s;alcu1ation 
We have determined that variable costs should include 

driver labor, fuel,. tires" maintenance and insurance. They will 
not include capital costs and. overhead. 

We choose also to' make variable costs carrier-specific,. 
at least for labor, which for most carriers· is the largest variable 
cost. For other cost elements we will use industry averages. For 
the remainder of 1989 we will. set those other costs based. on clata 

used. to determine the 'l'FCI,. which. has been; adopted by the 
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Commission. Thereafter we will adopt new values annually, based on' 
inputs to ~ransportation Division-sponsored workshops. ~se of the 
TFCI data set for the rest of 1989 is more reasonable than 4elaying 
the entire program until more precise fiqures are available. 

with every tariff filing that changes rates, a carrier 
must file a completed *FLOOR PRICE ~~ION- torm, which is 
attached to G.O. 147-B. 

The formula used to develop, the form is based on earrier-' 
specific labor costs adjusted upward to cover industry-wide wage 
adders, plus an ag9'X'egate !iqure which includes inelustry-wiele 
average costs for fuel" tires., maintenance anel insurance. For the 
remainder of 1989 the formula is: 

(Driver Lal:Ior Cost, $/mile) x (aeljustlnent factor for wag'e aelders) 
+ (fuel,. tire, maintenance and insuranee eosts; $/:mile) 

- ('Oriver Labor Cost per mile) x 1.261 + 0.46& 

- Floor Price ($/mile). 

'I'he 1989 data used on the form is ,derived as follows:' 
The carrier's Driver Lal:Ior cost is system average driver 

wages per mile,. plus adders, to· ~e determined by the carrier. 
Annual report data sboulel be usec:l·to, c:lerive the fig'Ure, or an 
estimated rate can ~e used for owner-operators. 

The factor used to increase Driver tabor Cost to· account 
for wage ac:lders ineludes Social Security (FICA), Federal 
Unemployment Insurance (~I), State Unemployment Insurance (SUI) 
anc:l workers compensation. The FICA rate for 1989 is 7.51% up to 
$48',000 annual gross, which exceeds. most driver income.. The FUI 

rate is 0.8% of the first $·7000. The SUI rate varies, but staff 

cost engineers have consistently used 4 .. 2% of the first $7000. 
Workers compenSation rates vary quarterly and Qy industry; the rate 

I 
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tor the first quarter of 1989 was 16.95-% and we shall use it. 
Because FOI and SUI costs depen4 on annual income, we must estimate 
that figure.. For 1989 we will use prevailing wage data for 
statewide line haul drivers of five or more axles: $10.71 base 
hourly wage x 1977.6 average hours per year • $21,,180.10 annual 
income. For that income level the overall adjustment.tactor equals 
2& .. 1% of wages.. That factor is reasonable for use during' the 
remainder of 1989. An arqulDent can be made that for regularly 
employed drivers FOI and SUI are not variable costs at all, but we 
retain them for now to-give carriers no disincentives to make 
unemployment payments. 

Oata for other costs are taken from the same data set 
used to caleulat~ the TFCI, modified to exclude those carriers that 
did not report vehicle miles in their annual reports. Averag'e 
costs are shown in Table 3 below: 

TABLE 3 
CALCULATION OF OTHER COS'l'S· 

--~------~--~---~---~-~---~---~---~------~--~ Industry' Average" in $/mile 
Cost Element ~~--------~~-----~-~----~--~-
-------.... _ ... - ... 
FUel 
'l'iros 
Maintenance 
Insurance 

Total 

Truckload Less-T.nan~ruckload --.. ---~--
0.177 
0.033· 
0 .. 154 
O.l02 

0.466 

---------.... -------~-0 .. 18S 
0.034 
0.161 
0 .. 092-

0.472 
---~~~------------------~---~---~-~-----~~---

The di~ference between truckload ('l'L) and less-then-truckload (LTL) 
is barely 1% ot the total. Although this difference should be 
monitored in future years, for 1'989 it is reasonable to ignore the 
~inor difference and. use 0.466 Simile for botn TL and LTL, 
shipments. The benefits of Simplified carrier filinqs far exceed. 
the dis):)enefits of lost aecuracy. :tf all actual rates were indexed 
by these fiqures,. inereasedaccuracy would be important. For 
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purposes of ealeulatinq floor prices., that level of accuracy is 
unnecessary. 

If use of these industry average costs unreasonably 
confines a carrier's rates,. it may demonstrate the reasonableness 
of rates ~elow the standard floor price by formal applieation to 
the Commission. This type of applieation'shouldbe no more 
burelensome than the current process of cost justifications, which 
further convinces us to begin the adopted proqr~ now rather than 
wait until completion of staff workshops on the topic. 

:Incentiyes tor. Co1Imon carriage 
We have determined that the two controls for dividing' 

incentives between common and contract carriage are the effective 
dates of each type of filing anel the applicability of contract 
carriage. 

To· assure that an effective common carriage system 
prevails in California, we will allow tariff filings to become 
effective more quickly than special' contracts. In his Proposec1 
Decision the assigned ALJ recommended that tariff~ ~e effective on, 
the date filed.. We aqreewith the ALJ that the needs of commerce 
require that rates become effective in less than the 30 days stated 
in § 491. Carriers must have the ability' to respond to· ebanges in 
eosts and to· meet competition. However, we will make tariffs 
effective 10 days after notice appears on the Daily Transportation 
Calendar. In this way the statf will have an opportunity to 
~riefly analyze the filing$ and seek with the Executive Director 
suspensions ~efore the effective dates, Where appropriate. Tbe 
requirements for suspension of an effective tariff· are 
sUbstantially more rigorous than durinq the lO-day protest period, 
and we must maintain protections aqainst a proliferation of filed, 
tariffs that are incorrect in format or content. The rejection 
rate for tariff filinqs under, ,the current proqr~ is high enougb 
that suspension of proposed ,tariffs 'must not bemacleunduly 
difficult .. 
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We will maintain the incentive tor common over contract 
carriaqe by orclerinq a 20-day ettective date tor special contracts~ 
The ALJ recommended 30 days, .. but we believe that 20 clays, which. is 
lO days more than for common carrier tariffs,. more reasonably 
balances the incentives tor the two types of service .. 

The effectiveness of a competitive common carriage market 
would' be degraded by unnecessary rate ana tariff complexity. For 
this reason we adopt discountinq and billing rules· that will 
encourage carriers to keep· tariffs stmple and understandable to 
shippers.. carriers should not be able to- use arcane discounting 
rules to hide available discounts from Shippers~ Tariffs should be 

open and understandable, not so complicated that actual billed 
rates are determined by shipper savvy instead of the competitive 
forces that drive rates toward costs. 

A number of Parties in their comments suggest that common 
carriers be allowed· to reduce rates on an experimental basis. 
Experimental rates would p~ovide carrier$ the opportunity to- return 

• 

rates- to their prior level within a 90-day window. Parties argue • 
that rates are often reduced in expectation of traffic levels which 
may not materialize. Without the ability to· return rates to their 
prior level carriers either will not risk making sUbstantial rate 
reductions or will be required to- operate at a loss-. 

Although we do not believe experimental rates are 
necessary to- safe9'llard carriers, we will provide carriers with some 
flexibility in this area.. An unrestrained experimental rate 
process could lead to a plethora of experimental rates and 
jeopardize the integrity of the adopted zone of reasonableness. 
However, we will relax the 10% upward limitation to· allow that any 
common carriage tariff may be withdrawn. or amended within 30 days 
of its effective date without affecting the lO% ceiling, so long as 
rates stay within the zone of reasonableness. 

Common carrier rate increa~e applications are now 
typically processed on an ex: parte basis,. with a decision issued 
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within 60 days from the filing date.. Common carriers can continue 
~o use this procedure to request rate increases greater than 10%. 
Rate increase applications should contain a request tor ex parte 
treatment, provide justification tor the rate increase, and 
demonstrate that their actions are not predatory. ~his- procedure, 
along with the 30-day withdrawal option, atfords common carriers 
the opportunity to- expeditiously return reduced rates to their 
prior level without compromising the zone of reasonableness. 

CODon ~ier and Special COntn£t, Regulations 
As explained elsewhere in this decision and in the 

general orders~ common carrier contracts will be available to
carriers with dual authority. This flexibility will allow shippers 
and carriers with continuing relationships to-make mutually 
~eneticial agreements without the added obligations needed tor 
special contracts. In exchange tor the increased tlexibility the 
parties agree to charge only tariff rates. • 

However, we are concerned about abuses of common carrier 
contracts. Without necessary restrictions, they could ~e written 
to· allow rates substantially ~elow tariff rates, for example by 
immediate reductions of rates driven by a declining index. This 
could in turn lead to unreasonable price discrimination without the 
discrimination protections inherent in- common carrier tariffs. In 
order to avoid discrimination we will order that common carrier 
contracts may not be amended or the rates therein adjusted below 
the rates in effect at the time the.contract is signed and filed. 
Thus common carrier contract rate$ cannot fall ~elow the tariff 
rates on which the contract is base4. Common carrier contracts can 
~e amended or extended as lonC)' as- this restriction is,met: Common 
carrier contracts do not require a floor price comparison, as the 
tariff rates themselves have already passed that test. 

The guidelines to qualify special contracts- insist on 
meaning-ful shipper oDligations.. Such. obligations are necessary to 
distinquish. contract carriage from comm~n carriage. Otherw:Lse 

, 
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contract carriers could selectively and unfairly compete against 
common carriers, who are 'held to· higher s~dards of rates and 
service. 

This still allows much flexibility, but not to the point 
that the contracts become substitutes for common carriage. Common 
carriers hold. themselves out to· serve the pU])lic.. With that 
obligation come higher standards of protection against price 
discrimination, a protection not required of contract carriers. We 
intend to keep that distinction in mind in any future enforcement 

I, actions against contract carriers wb~ actually ~ll serve any 
shipper without a special relationship·.. We will' set no. artificial 
limits on numbers of contracts that can be held by a single 
contract carrier; that flexibility encourages us' to enforce 
carefully the special relationship' requirement. 

We choose the service minimums that substantiate the 
special relationship with the intent to allow flexibility: For 
most contracts we expect that the shipper's obligation will be most 
easily met by the minimum service measure of $lOOO per month. This 
limit is low' enough to allow small carriers to participate while 
being large enough to' guarantee more than a single shipm~nt on most 
routes. Other obligations can be used to-meet the test when they 
are supported in the carrier's· filing., 

It is not our intent that the $lOOO per month create ~y 
"take-or-pay" obligations tor shippers. However,. a shipper failing 
to take that amount of services· will mean that the carrier no 
longer meets the requirements for special contract approval. 

Under the current regulatory program contracts are 
limited to a one year term. We will retain that one year liJnit" 
but will allow annual extensions ot contract terms by letter notice 
to'the Commission. 

Monitoring, 

We have discussed at length our preference for a 
, , 

regulatory program' which provides carriers with rate ~lexibility .. 
, , 
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Althouqh our adopted program includes a number of safeguar~s to 
ensure carrier rates are rea~onabler we ~elieve a monitoring 
proqram should also ~e establ~sbed. Amonitorinq program will 
provide us the opportunity to identify and correct any market 
failures in a timely fashion. 

ORA. and CPIL are the only parties that address a 
monitoring proqram. Both recommend certain monitoring activities 
De adopted. CPIL suggests the following program to arm the 
Commission with information and expertise~ but that we should 
intervene only wben necessary to, resolve a market flaw: 

1. Continuous monitorinq of the degree of 
competition within relevant prod.uct and 
geographic markets •. 

2. Sophisticated studies of cost factors for 
efficient carriers ~y type,. size and· 
volume. 

3.. Surveillance· of rates eharqed, and , 
evaluation of substantial deviations from 
prior rates. 

4. Strict scrutiny of rates in sectors lackinq 
competition .. 

5·. Comparison of rates with cost-l::>ased rates. 

6. Active investiqation of rate levels for 
predation. 

ORA also· proposes an ongoing evaluation of market and 
industry conditions. Their proposal requires the Transportation 
Division to prepare and submit reports on the followinq: 

1 .. 

2. 

3. 

4. 

5·. 

Number and type of rate filings. 

Direction and deqree of rate movements. 

Operating authority' data ana: trends ... 

Cost and operational changes. 

Truck-at-fault accident data. 
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6. NumDer, nature and disposition of 
complaints and protests. 

DRA and CPIL have recommended a number of monitoring 
activities that are interestinq .in understanding the trucking 
industry, :but do· not directly influence our primary goal--safe, 
reliable service at reasonable, nondiscriminatory' rates. The 
monitoring activities that we consider important to safeguard our 
goal are discussed below. 

First r we will continuously monitor the degree of 
competition and quality of service within small and rural 
communities and other traffic lanes as necessary. Obviously, this 
activity is designed to spot potential market failures in the most 
vulnerable locations. The numDer and type of public complaints 
filed with the Commission should :be used as a guide in determining 
which communities, and traffic lanes to target. The current 
complaint procedures provide valuable information in many areas 
such as poor or' inadequate service,. discriminatory rate or service 

• 

. . 
practices, and predatory or destructive behavior. Compl<!lIint data • 
should give a strong indication where further investigation is 
needed .. 

Second, the reasonableness of rates in traffic ,lanes and 
communities statewide should'be reviewed and recommendations made 
when corrective action is warranted. 

Third, truck-at-fault accidents and other related safety 
data will be monitored, to· provide vital information concerning 
safety in the trucking, industry. 

The responsibility for this monitorinq program will be 
assigned to· the Commission staff. 

We will not hesitate to modify or rescind this decision 
if changed circumstances cause rates to become unreasonable and 
compromise the responsib'i·lity of the Commission to· ensure just and 
reasonable rates .. 
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S:tamtory Authotitv tor Adopted ProQ';I;'Q 

&ontract carriers 
In United States Steel Corp. ~, Public utilities 

Commission, 29 cal. 3d 603, 608 (1981), the california Supreme 
Court reiterated' that PO' § 3662,. governing contract carriers, 
Nvest (s] in the commission discretion to" SElt minimum' rates, maximum 

rates, or no, rates at all.N (Citing erA YI~' 19 ca.l. 3d. at 246-
48.) TJ. S. Steel further states: 

that refusal to ~pose minimum rates (is) 
permissible when the record fail[sJ to· 
demonstrate 'an obvious or persuasive need in 
the public interest' or that 'the rates would 
not have a meaninqful effect~n the 
transportation involved.' In a~d.ition, • w • 

exemption from· rates [can) ~e justified. when 
'the exemption would. not lead to· destructive 
rate practices.' 

Our adopted regulatory program for contract carriers does 
not include either maximum or minimum rates, although it does 
include a variable cost floor for carrier set rates. As diSCUSsed 
above in the Des~ructiye Competition seetion, in liqht of current 
economic conditions we do not ,expect the destructive rate practices 
of sixty years aqo, to· recur.. 'rhus we have 'conclucled that riqid 
protections aqainst destructive rate practices are not necessary 
and that the industry only needs regulatory protection against 
extreme circumstances.. As discussed above in the Limits to ZQDe of 
Reasonableness section, our variable cost floor will therefore 
provide sufficient protection against destructive pricing. 
Accordingly, we conclude that -- with the variable cost floor in 
place -- a rate exemption for contract carriers of general freight 
is justified because it will not lead to· d.estructive rate 
practices. The floor is explicitly applied to'special contract 
rates. Common carrier contract ra.tes ha.vealready passed the test 
because the f·loor price applies to, the taritf rates behind the 
contracts .. 
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commission-set maximum rates are likewise not necessary 
for the contract carriage of general freight because, as discussed 
above, competition will restrain unreasonably hi9h prices. It a 
carrier's rates are too high, other competitors will take the 
klusiness. Indeed, our current regulatory pr09'ram for contract 
carriers ot general treight already reflects this reality, as it 
likewise does not set any maximum· rates. In short,., the record 
fails to demonstrate Wan oklvious or persuasive need in the public 
interestW for the setting of maximum rates. 

To the contrary, the record demonstrates that the pU])lic 
interest will kle served by freeing carriers of general freight from 
unnecessary ma~imum and minimum rate requirements and instead . 
allowing them to' respond.efticiently to, market conditions. If 

• 

carriers must respond to unnecessary regulatory requirements, 
rather than market demand tor their services, they will operate 
inefficiently with the·attendant risks of oversupply, waste of 
resources, and stifling of innovation. 

In sum, we conclude that under the present circumstances • 
we are justified in e~ercising the discretion. we hAve under PO' 

§ 3662 t~ set neither maximum nor minimum rates for the contract 
carriage of general frei<jht" and instea4 require only that carrier 
set rates not fall below a variable cost floor. ~his rate sys~ 
is in the public interest and will not lead to:destruc:tive rate 
practices ., 

Common Carriers 
While contract carriers are subject to PO' § 3662, common 

carriers, with their oklliqation to serve the public in a non
discriminatory fashion, are sUbject t~ a somewhat'different 
statutory scheme.. PO' § 45,1 requires common carriers to, charqe just 
and reasonable rates. As this commission has previously stated: 

.. 

There is a zone of reasonableness within which 
common carriers,. so' lonq as statutory 
restrictions are not· transgressed,., may' and 
should e~ercise discretion in establishing' 
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their rates. The upper limits of that zone are 
represented by the level at whieh the rates 
would be above the value of the service, or be 
excessive. The lower ltmits are fixed~ 
qenerally, by the point at which the rates 
would fail to contribute revenue above the out
of-pocket (variableJ cost of performinq the 
service,. would cast an und.ue burclen on other 
traffic, or would be harmful to-the public 
interest_ Rates at the upper limits of the 
zone may be termed maximum reasonable rates; 
those at the lower limits of the zone may be 
termed minimum reasonable rates. 
(Inyestigation of R~duced Rates tor 
Transportation 0: BUlk Cement, 50 cal. P .. 'O'.C. 
622,632-33 (1951) .. ) 

Our adopted proqram for common carriers includes a 
variable cost floor to'prevent rates from droppinq :below this zone 
of reasonableness. As discussed just above, this floor provides 
protection aqainst destructive rate practices. Moreover, rate 
decreases within this zone should not -cast an undue burden on 
other traffic.- Competition will p~event a common carrier from 
decreasinq some of its rates and then. trying to charqe other 
traffic unreasonably hiqh rates to make up for the decrease. If 
the carrier tries to charqe this· other traffic unreasonably high 
rates, competitors will take away the business.. Furthermoro, as 
explained above, freeinq hiqhway carriers from unnecessary rate 
regulation will not harm· the public interest,. but rather serves.-the 
public interest by allowinq carriers to- respond efficiently to
market conditions and thus avoid problems of inefficiency, 
oversupply, waste of resources, and. the stiflinq, o:t! innovation. 
Accordinqly, we conclude that the less than maximum. reasonable 
rates permitted by this decision are required by the needs of 
commerce and the public interest. 

Our adopted proqram for common carriers relies on both 
competition and the lOt limit to· keep rates :t!rom rising to 
excessively hiqh levels_As explained above,... if a common- carrier 
tries to· raise its rates.to an excessive· level,. competitors will 
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take the business away by offering more reasonable rates. In 
addition, our adopted program prohibit~ a common carrier fro: 
increasing a rate by more than 10% within any 12-month period~ 
unless it files a formal application. The formal application 
proeess will ensure that the reasonableness of larger rate 
increases will be subject to more detailed scrutiny. 

In short, we conclude that our adopted regulatory program 
for common carriers of general freight will keep their rates within 
the zone of reasonableness .. 

• 

PO § 454 provides that no common carrier shall increase 
any rate or so alter any classification, contract, practice, or 
rule as to result in an increased rate, except upon ~ showing 
before the commission and a finding by the commission that the new 
rate is justified.2 As outlined above, this ~roceeding has shown 
that common carrier ratea under our adopted regulatory program tall 
within the zone of reasonableness.. Aceordingly,. we find that the 
new and inc rea sad common carrier rates approved by this decision 
are justified.. • 

Our adopted rate flexibility prQ9ram allows common 
carrier rates to become effective 10· days after the carrier's 
filing· appears on the Commission's· Daily Transportation calendar .. 
As pointed out above,.. under PC' §§. 4SS. and 49l,< for good cause the 
Commission can.allow·rate eMngeson less· than 30· days' notice by 

.. 
2 PU § 454 states that "lelxcept as provided in Section ! • • 

~, no [common carrier) shall change any rate or so alter any 
classification (etc.) as to result in a new rate except upon a 
showing before the commission and a finding by the commissionlf' 
(emphasis added). However, § 455· permits rate schedules, 
classifications, contracts, practices, and rules not increasinq or 
resulting in an increase in any rate to· q~ into· effect without any 
such showing or finding_ ThUS, § 454 only requires such a showing 
and findin~,where there is a rate increase .. 
Constitutl.on, Articlex:tX, § 4, contains a sUbstantially identical 

requirement_ 
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an order which: (1) specifies the changes to be made r 

(2) identifies when the changes will occur, and (3) sets forth the 
manner in which changes shall be tiled and published. Here, as 
explained in the section InCenttyes for Common carriage, there is 
good cause for allowing these changes to· become effective on less 
th&~ 30 days' notice in order to allow common carriers to respond 
to· :narket conditions as rapidly as possible r while still ensurinq 
compliance with our regulatory requ.irements.. As· we. have said 
before r · all other thinqs being equal; a system which permits 
carriers of general !reiqht to respond t~ the demands and 
constraints of a competitive market is a better: system .. our order 
meet~ the further requirements of § 491~ G.O. 147-B (attached as 
Appendix F) identifies when rate changes can oC1cur, specifies the 
changos that can be made, and sets torth the manner in which rate 
cha:nges shall be filed and p~lished .. 

The preceding discussion concerning common carrier rates 
and nctice periods also applies to· common carrier contracts_ 
Although common carrier contracts can only be offered by common 

, 
carriers that.also· possess. contract carrier authority,. common 
carrier-contract rates are based on common carrier rates and are . . 
sUbject to a 10-daynotice period. 

2lbhauling-

Although a number ot parties commented on this issue the 
three most active parties were Lou Filipovich (Filipovic:h),. 
Te~sters, and Fischer. Filipovic:h and Teamsters tor different 
reasons recommend sUbhauler rate regulation through a division of 
rev,anues between the prime carrier and the subhauler.. Fischer 
recommends a leasing proqram similar to the ICC's be established .. 
Other recommendations run the gamut from no· chanqe in the current 
program· to c:ost-justi~ied subhauler rate schedules.. The positions 
of the parties are discussed below • 
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Fili,poyich 
Filipovich, an independent operator, is authorized. to 

operate as a highway common carrier in california and has over 40 
years' experience in transportation. Filipovic:h cites an extensive 
historical background of proceedings in which'sUbhauling has been 
a~dressed without resolution and urges the Commission t~ act in' 
this decision. 

Filipovic:h believes the very nature of sUbhaulers as 
small businessmen with ltmited. resources has cause~ them to be a 
traditionally underrepresented class.. The parties with financial 
resources to participate in regulatory proceedinqs usually have no 
incentive to address sUbhaulinq. This results in an unregulated 
sUbhauling system, in a regulated transportati~n industry. Tbe 
solution Filipovich presents would require carriers that engage 
sUbhaulers to pay all revenue billed ,the Shipper; consignee or ' 
party payinq the freight 'bill,. to'the sUbhaul;er who:' performed the 
services .. 

%.§mpsters 
Teamsters argues that while there has always been a true 

entrepreneurial class of sUbhaulers"in the era of deregulation 
there has been a tremendous increase in the use of owner-operators 
working exclusively for one carrier. For the most part, these 
owner-operators provide nothing more than a low cost alternative to 
employee drivers. By using owner-operators,. prime, carriers can 
avoid such expenses as maintenance,. insurance, fuel and Social 
Security taxes. They need not be concerned with investing in new 
equipment" purchasing' fuel, maintaining costly safety programs, or 
covering owner-operators under workers compensation, unemployment,. 
or disability insurance systems. Nor are theyzequired to· withhold 
income taxes from the compensatio~ owner-operators receive. 

Teamsters references ORA's sUbhauler study, Exhibit 14, 
produced for the March, 1988 en bane hearing' on' trucking regulation 
as the only empirical stud.y ot the financial cond.ition of qeneral 
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freight s~haulers. This study paints a vivid picture of the 
evolution of a one-time small and viable class of entrepreneurs 
with a particular market niche into a large qroup of exploited 
drivers running permanently unprofitable operations. 

The study found two distinct classes of subhaulers. 
Approx1mately 71% ot sUbhaulers- earned all revenues trom subhauling 
and 50% of these worked exclusively tor one pr~e carrier, while 
the remaininq 29%, engaged in subhauling to supplement their 
earnings as prime carriers. The study also- compared pr~e carrier 
costs to' those of subhaulers and found them to :be much lower; 
likewise, the study found subhaulers earn much lower revenues: 

"Certain variable costs (tuel~ tires, 
maintenance) of operating a truck make up the 
'runninq cost'; These costs are roughly 
comparable tor overlying carriers and 
subhaulers. Total costs, in contrast" are 
significantly different ••• When subhauler costs 
are adjusted to, include compensation tor 
driving labor, they are still 30-40% lower than 
the average overlying carrier cost. This 
difference is large enough to, suggest that 
other si9Ilificant costs are understated. 
Average revenues for subhaulers are 37% less 
than average overlying carriers revenues. The 
size of this difference suggests that 
sul:lhaulers' revenues may :be less than their 
tully allocated (long-run marginal)costs~" 
(EX. 14, p. iii.) -

Teamsters concludes from this that sUbhaulers must pay 
themselves less than the industry average for employee drivers, and 
at the very least are an inexpensive sUbstitute for labor~ 
TealnSters' witnesses testified that this lower wage level may :be at 
or even below minimum wage /> given the number of hours own'~r
operators must stay on the road to remain financially viable. 
Clearly,. this has an impact on the labor. market. Between 1978 and 
1986 the pereentaqe of total qeneral freight hauled by subhaulers 
increased from, 20% to' 30%. Finally" Teamsters: elaims.·subhaulers 
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have very limited barqaininq power; rates are dictated to them on a 
take-it-or-leave-it basis. 

'I'eamsters is convinced that subhaulers compete with 
employee drivers for work because prime carriers are ablEI to shift 
their operating costs to- suJ:)haulers. Given'that workers 
eompensation insurance averages approximately 17% of payroll~ 
employers' contribution to Social Security tax 7.5%, and 
unemploYlllent insurance another several percentage points . of gross 
income, the immediate incentive to use subhaulers is apparent. 'I'he 
incentive is so great that some carriers reach beyond whAt is 
laWj!ul to designate employee drivers as independent contractors. 
'I'hus, subhaulers, function to depress the wages and working 
conditions ot employee drivers. 

'I'eamsters believes that subhaulers should compete against 
other carriers, not against employees ane! the Commission! should. 
regulate them as it does other carriers. Its. rules should mandate 
that the relationship be consistent with that of two independent 
businesspersons. 'I'herefore,. 'I'eamsters suggests the following 
changes in the current regulatory program: 

1. Require all carriers earninq more than 
$50,000 in revenue to tile annual reports. 

2. Require all carriers seeking operatinq 
authority to demonstrate they have 
sufficient operating capital and cash flow 
to enable them to remain in business tor a'l: 
least 90 days. 

3. Establish a cost-justified subhauler rate 
sohe4ule which reflects a prevailin~ wage 
component, maintenance ,e fuel,. taxes" 
insurance costs and overheads peculiar to 
subhauler operations. 

4. Increase the bonding limit in G.O. 102'-H t·o 
an amount proportional to- the number of 
suJ:)haulersa carrier employs,. and. increase 
the bonc1:i.ng claim period. from 60 Clays- to 6 
months. ' I' 
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~ 
CMA advocates treating subh~ulers like any other contract 

carrier. To the extent that a prime carrier is not willing to 
enter into a true, fully contractual relationship with a subhauler, 
the prime carrier/subhaular relationship should be equivalent to· a 
shipper/carrier relationship, or the' subhauler should become an 
employee of the prime. This proced~e would otter sUbhaulers a 
more stable and enforceable relationship with prime carriers. 
Subhaulers could also· publish their own tariffs and operate as 
common carriers. ~ believes this proposal would widen the sales 
options and generally improve conditions for subhaulers. 

Fischer 
Fischer states there is insufficient evidence on Which to 

base any conclusions ,that would impose a Commission-set formula for 
sharing the revenue :between a prilne carrier an<1 ~ subhauler., 
Fischer identifies two types of sUbbaulers; The first is a true 
subhauler~ one who deals with a n'UlDber of prime carriers and the 
public in an effort to :build up· :business~ Ultimately, that 
subhauler will reduce its subhaulinq activities and increase its 
direct seryice to the public. 

Fischer characterizes the second type of sUbhauler as an 
owner-operator. The owner-operator contracts long term with a 
prime carrier, does not move from carrier to·, carrier, has no 
contact with the public, and is controlle4 by the prime carrier. 
Operating authority is held by the owner-operator only because it 
is require<1 by the Commission. Fischer contrasts this with the ICC 
where no authority is required for the owner-operator t~ enter into 
a long-term equipment lease with the prime carrier. 

Fischer arques. that the evidence in this proceeding shows 
owner-operators do not wish to :be employees, nor do prime carriers 
wish' them to· :be employees~ However,. consistency is needed :between 
the interstate treatment and the' intrastate,treatment of the owner-
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operator/prime carrier relationship~ Therefore, Fischer 
recommends: 

1. Tbe existinq sUbhauler class of carrier ~e 
maintained, but redetined as an operation 
where the subhauler contracts with the 
prime carrier on a shipment-~y-shipment 
~asis and cannot enter into consecutive 
contracts with the same prime carrier tor 
more than 30 ,days. 

2. The leasing regulations found in G .. O. 130 
be, amencied to'provide that a carrier can 
lease equipment from a nonearrier o~er
operator with driver for not less than 30 
days and the lessee takes the exelusive 
possession and control of the vehicle .. 

Kike COnrotto Trucking (COnrotto) 
Conrotto enqaqes subhaulers exclusively and finds the 

current requlatory program burdensome ~4 discriminatory tor 
carriers that engage subhaulers. Cost justitication procedures are 

• 

difticult ~ecause subhauler cost data is almost impossible to- • 
colleet; many sUbhaulers are small operators with inadequate 
records. This hinders conrotto's ability to obtain reduced rates 
a~d results in lost traffic.. Conrotto believes the current 
regulatory program- shoula. be abandoned. 

Southem Ot.litomio KQj:or Delivery, Inc, (sgm) 
SCMD testified that the current regulatory program will 

not sustain a healthy motor trei~ht infrastructure ana. lists the 
followinq specific problems· with respeet to- sUbhaulers: 

1. Inadequate compensation. 

2. No guaranteed- payment provisions. 

3. Inability to- establish rates. 

4. Diffieulty in obtaining workers 
compensation insurance. 
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SCMO predicts· dire consequences for the inaustry unless 
the sU):)hauler is recognized as. a distinct class of earr'ier. To 
improve the situation, SCMO suggests the commission require written 
agreements which proviae sU):)haulers with:- (1) an enforceable 
payment proceaure,. (2) a Commission est@lished compensatory rate 
level, and (3) a wage higher than the prevailing' wage level. SCMD 
also, recommends a Commission-mandated policy for workers 
compensation coverage. 

~ 
CTA recommends establishment of cost-justified sUbhauler 

rate scheaules which use prevailing wage data and require the prime 
carrier to pay according to the sUbhauler's rate schedule • . 

DBA. coalition and Dedicated COntract CVr:i,age. XncA. 
These parties see sUbhaulers, as stabilizing factors in 

the general freight sector and argue that the existing proqram 
provides adequate protection for the subhauler. Subhaulers balance 
operations,. allowing prime carriers to, adjust to the ebb and flow 
of demana without co:m:m.i tting scarce capital to equipment that may 
sit idle during peri04s of low demand. 

Additionally, Dedicated Contract Carriaqe, Inc. believes 
the current regulatory proqram. works in the best interests of Doth 
carriers and the public. The public has access tOo. safe,. relia))le 
service at reasonable rates. Subhaulers are prote~edagainst 
prime carrier abuses without the burden of economic regulation. 

Disussion 
The regulation of subhaulers (also-known as owner

operators., independent contractors or underlying carriers) has been 
the subject of considerable controversy since the enactment of the 
Highway Carriers Act in 1935·. At the center of this controversy is 
the lack of certainty with respect tOo. the operating authority 
required for performing sUbhaulinq services or the status of the 
carrier engaging a subhauler., A major part of the difficulty is 
that all types of subhauling are lumped'- toqether for,requlatory 
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purposes, even though there is a qreat diversity in practice. 
G.O. 102 defines a subhauler as: 

" ••• any authorize4 carrier who ren4ers service 
for a prime carrier (principal or overlyinq 
carrier), tor a specitie4 recompense, for a 
specific result,. un4er the control of the prime 
carrier as to the result of the work only an4 
not as to, the means by which such result is 
accomplished. This term includes sub
sUl:lhaulers in appropriate cases." 

0.9'1247 reql.l.ires a California intrastate subhauler of 
general freight to ho14 operatinq authority issued by this 
commission. 

"Subhaulers are sUl:lj ect to, requlati-on under 
Division 2, Chapter I, of the Public Utilities 
Code •. " (0.91247.,) 

No distinction is made between subhaulers and prime carriers in 
securinq or maintaininq operating a~1:.hority~ both have the same 
regulatory requirements. AlsO,. G.O. 130 :t'equires a bona fide 
employer-employee relationship between the lessee and the driver or 
drivers of any leased motor vehicle when leasing between carriers. 

No requirements equival~t to- 0.91247 or G.O. 130 exist 
for interstate commerce. Interstate carriers do· not need operating 
authority to, be enqaqed by another carrier, and can lease a m.otor 
vehicle an4 driver together without the dri~er having an employee
employer relationship with the lessee. However~ the lessee 
(overlying/prime carrier) when operating' in california must 
reg'ister, desiqnate a process aqent,. and file evidence of insurance 
with this. commission. 

The diversity of subhaulinq practices rang-es from an 
occasional enqaqement to, full-time subhauling'_ Typically, 
sUbhaulers work either on an, irreqular basis to supplement the 
prime carrier's fleet or permanently as· a part of 'the prime's 
fleet., 
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Interestingly, little seems to have changed with respect 
to sUbhauling in over fifty years. The following excerpt from 
0.42647, dated March 22, 1949, is equally relevant today: 

"The record shows that there are many kinds of 
sUbhauling. Some operators are exclusively 
s@haulers; thousands of others perform 
s@hauling occAsionally or with parts of their 
fleets.. SUl:>baulers may be owner-cirivers, or 
may be large fleet owners. SUbhaulinq may 
involve a complete transportation service, or 
may cover any portion of the service. All of 
the witnesses were in agreement that sUbhaulinq 
provides a method whereby available vehieles 
and drivers may be utilized to adVantage where 
needed. It was shown that the practiee was 
well established prior to enactment of the 
Highway carriers I Aet and the City Carriers' 
Act in 1935·, and that it has not d.iminished in 
importance.H (0.42647, 48 CPUC ~77) 

There is a growing concern that the use of sUbhaulers 
working exclusively tor one carrier is merely a low cost 
alternative to employee drivers.. Teamsters and other parties 

. presented testimony that prime carriers exploit sUbhaulers to avoid 
or reduce prime earrier costs for maintenance,. equipment,. 
insurance, fuel, Social security taxes and safety programs. 
Teamsters argues that the savings from· the avoidance of workers 
compensation insurance,. une~loyment insurance and social Security 
taxes exceed 30% of payroll costs. 

This leads us to the following policy consideration. 
Should the Commission provide rate regulation for sUbbaulers to 
protect subhaulers from exploitation by prime carriers, and/or 
protect employee drivers from eompetition? 

Filipovieh is the primary party supportinq protection 
from exploitation for subhaulers. He proposes protection through 
the regulation of subhauler payments... Teamsters recommends a form 
of rate regulation tor subhaulers,.but to protec:temployee drivers 
trom c:ompe:tition. Also·, Teamsters proposes additional protection 

•. ::. - 106 -



I.88-08-046 ALJ/FSF/j.~/jt * 

for the public and subhaulers by increasing the bonding 
requirements for prime carriers- th~t e~gage subhaulers. 
Specifically, Teamsters proposes that prime c~rriers should have to 
obtain a bond for each subhauler that is used rather than the 
current system which requires only one bond regardless of the 
nUlDber of subhaulers used. 'Onder section s. of G.O. 102-H, 
subhaulers must be paid within 15 days.. Therefore,. each subhauler 
may be extendinq credit to- the prime carrier for that amount of 
time. Teamsters believes a single $15,000 bond is inadequate ~or a 
prime that may employ many subhaulers. Teamsters recommends the 
bonding requirement be proportional to- the number of carriers used 
but not necessarily on a one-for-one basis. 

In considering subhauler requlation we should not forget 
the Commission's legislative mandate to- protect the public by 
ensu~i~q safe,. reliable service at reasonable,. nondiscriminatory 
rates. Requlation ot subhaulers clearly furthers this goal, and. is 
appropriate. with the exception of revenues from transportation 
performed, our current regulatory reqllirements tor subhaulers are 
the same as for prime carriers. 

Although we share Filipovich's anel the 'I'eamsters' 
concerns over the plight of sUbhaulers ~d employee drivers, there 
is insufficient evidence to· warrant their protection in all subhaul 
arrangements. 'I'his is consistent with our conclusion in prior 
sections that we should only protect the trucking industry if it 
furthers our goal to protect the public. . 

However, in the public interest, we are convinced that 
formulas to divide revenues between prime carriers and subhaulers 
under various conditions should be established so that subhaulers 
are assured adequate protection for the conduct of their operations 
in a safe manner. Tbe ALJ's propose~· ~ecision would have adopted a 
division of revenues which mirrored the system adopted: by D.S23SS 
and D.88440 for the dump truck industry. However, several parties 
commented that the general freiqht and' dump tr:uck industries' have 
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many dissimilarities", These parties recommend an independent 
investigation into ~is matter~ We agree that further hearinqs are 
necessary to establish an appropriate' division of revenues between 
subhaulers and prime carriers and will schedule additional hearings 
to address this issue. The further hearings will include ' 
consideration ot exemptions or l~itations for less-than-truckload 
carriage and other subbauler issues. With a division of revenues 
scheme in place we see no· need tor subhauler rate schedules as· 
recommended :by Teamsters. 

We will also consider in the further hearings Fischer's 
recommendation that intrastate leasing requirements for equipment 
and drivers be al;qned with the ICC' requirements. 

We will continue to classify subhaulers as either common 
carriers or contract carriers. and require them to· meet the same 
entry and filing. requirements as prime carriers • 

• This. record shows that about one-third of subhaulers wor~ 
exclusively for one prtme carrier. Teamsters charges that· this 
practice is nothing more than the prim~. using the suJ)hauler as a 
low-cost alternative to employee drivers. other parties see the 
practice as a stabilizinq factor in the general freight bus,iness, a 
balancing of operations that might otherwise require prime carriers 
to invest in equipment that would have a low usage and thus raise 
rates and, ult~tely, consumer prices. We will not interfere in 
this quite natural economic: relationship between entrepreneurs, 
even though one side, the prime carriers, may have an aavantaCj'e. 
We recognize that we cannot cover every conceivable ~ase_ Even if 
we try,. past experience shows .. there.isno· end. to the inqenious 
devices the carrier industry can come up' with to' thwart tight 
regulation. 

Concerning the prime carrier's responsibility ~or makinq 
sure that a s'Ubhauler driver is qualified, we note that §§ 1063.5-
and 3·5S3· already require prime carriers granted operating authority 
after Oecember'31,. 1988' to "'regularly check the 'drivinq.'reeord.s of 
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all persons, whether employees or Subh~lers, operatinq 
vehicles .... requiring a class 1 driver's license .. * (Emphasis added) 

On the issues of carrier demonstration o! financial 
ability on applieation for a permit and decreasing the gross 
revenue level requirement for filing of annual reports~ we find the 
present rules adequate. The present requir~ent that applicants 
for permits show 45· days of working capital and a 90-day profit and 
loss projection appears quite adequate, particularly if the 
applicant is a potential sUbhauler. This allows more persons to. 
apply and thus furnish the industry with a larger pool of s~haul 
carriers. The present annual report cutoff of $500,000 gross 
operatin~ revenue helps Xeep' the Commission's paper work at a 
manageable level and yet provides us with the information and 
control needed to· effectively monitor the industry .. 

A recommendation was made that subhaulers be considered 
c'ontract carriers.. We find this. suggestion. has no. lneri t in view of 

our position on. the need for s~hauling as a stabilizing factor. in 
the industry .. 

Finally, we see possible merit in reviewinq sUbhauler 
bonding requirements for prime carriers. and will d~rect the 
commission's ~ransportation Division statt to issue a report within 
180 days. addressing' thesuqgestions of the parties .. 

Collectru 'Ratemald.nq 

The tT.S.. Supreme Court ruled in soutMtn Motor s;a.nie; 
. ~onference, 471 tT.5-.. 48 (1985-) (SOuthern Motor), that private 

action is immune from federal antitrust laws it it is pursuant to· a 
clearly articulated statepoliey and is actively supervised by the 
state... PO' § 496· est~lish.es the legal basis tor allowinq antitrust 
immunity in California. ~h.e commission may approve collectively 
set rates and rules if they are fair and reasonable and not 
contrary to .. public policy... Collective agreements must allow for 
independent action J:.y individual members,. and cannot· be' used tor 
both· rail and·truck .transportation.,. except when settill9". joint or 
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through rates. The pooling or division ot traffic is forbidden 
unless it is 'in the interest of the public or fuel economy and will 
not restrain competition. 

In accord.ance with G.O. 154 r collectively set rates and 
rul~s may only be filed by rate bureaus which are non-profit 
org4nizations. ~e rate bureau must tile a formal application 
including the bylaws of the organization, a membership list, an 
organization ehart, and a verified statement indicating whether or 
not the membership' currently ineludes both rail and highway 
car:t'iers.. CUrrently,. eight rate bureaus have authority from· the 
Commission to, collectively ~ile rates • 

.QU,. 

ORA recommends· that collective ratemaking be retained for 
common carriers. ORA states that a consolidated effort reduces 
carrier costs for negotiating, calculating and. setting rat~s,. and. 
prepal:"ing and filing tariffs,,., In a totally rate derequlated 
environment,.. ORA- believes that collective ratemaking would be 
undesirable. Finally,. although. ORA. comments that collective 
ratem.aJl"..ing may stifle or hinder competition.,. it notes that, the 
legal require:oent of independent earrier action within a bureau 
reduees this eoncern. 

~ 

CTA proposes retaining the current program for approving 
collective..rates .. It also· proposes requiring that all common 
carrier rates be filed through a r~te bureau granted PU § 496 
antitrust immunity. carriers would retain the right to- independent 
action. With:i.n bureaus,. proponents of rate changes .must be either 
member ea~iers ~hose traffie is affected by the rate change or 
affected· freight :bill payers •. 
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&0J11ition 
~he Coalition does not: support collective ratemaking, and 

recommends bureau tunctions be limited to' administrative areas and 
record keepinq. If not restricted to-these tunctions, Coalition 
would require rate bureaus to· show that a collectively set rate is 
market driven and does not constitute an abuse ot mar)c:et power. 
The burden of proof in a complaint involvinq a rate bureau should 
be on the rate bureau. 

~ 
CWTB is a rate bureau approved by the Commission t~ 

perform collective ratem.akinq activities. CW'l'B, is concerned that 
DRA's proposal to allow increased rate freedom will undercut its 
ability to make collective rates. ,Specifically" it is concerned 
that ORA.'s proposal will not provide the active supervision 
~equired in Southern Motor. 

ga 

• 

CMksupports the current rate bureau policy based on the 
assumption that they can perform ,valuable functions for small • 
carriers which, compensates for their non-competitive effect. 

!:lia 
CLFP-believes collective ratemakinq could lead to 

collusion. It sugqests that the Commission el'lc1 anti-trust im:munity 
for rate bureaus. If collective ratemakinq continues,- rate bureaus 
should. have th.e burden ot proving that a collectively set rate is 
market driven. 

:mr;m 
~B is an authorized rate bureau. WMTB believes that 

complete deregulation would render collective ratemakinq useless. 
However, if the Commission retains regulatory control, it requests 
that any new regulatory proqram articulate anaetive supervisory 
role by the Commission over collective ratemakinq-
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HSSTC' 

NSSTC recommends that rate bureau increase applications 
be filed at least 30 days before the effective c1ate of the rate. 
Rate increase applications would be accompanied by data justifyinq 
the increase. The commission would retain the ability to- approve~ 

suspend or revoke an increase before it 90es into eftect. 
Discussion 
We agoree with DRA that there are administrative 

efficiencies' associated with rate bureaus. We also· find that 
independent c~rrier action within rate bureaus minimizes the 
adverse impact that collective ratemakinq can have on competition. 
Therefore,. we will retain the current collective ratemakin9 
requirements including the requi~ement that all collectively set 
rates· must'be filed by formal application with appropriate 
justification. 

credit Rule 

G.O. 155· 90verns the collection of charges by common and 
contract carriers subj,ect to G.O .. 147-A. The current rule allows 
carriers to extend credit tor up· to· seven days,. 'excluding sundays 

.and legal holidays, fol~owing presentation of'the freight bill. 
This provision of G.O. 155· was intended to prevent the manipulation 
of rates, e .. g .. , no interest loans and discriminatory practices., and 
simplify shippers' and carriers' accounting·practices. 

The Coalition and CMk recommend eliminating ~he credit 
rule as an unnecessary requirement. Theyarque that carriers can 
be more efficient if allowed to set their own rules.. ORA proposes 
that carriers be given the latitude t~ extend credit for a 
wreasonable period of time*, but does not define the term 
wreasonable". 

NSS'l'C supp~rts the current credit rule because the wide 
variety of credit terms and policies offered by ICC carriers has 
led to confusion. NSSTC prefers uniform credit rules over a 
multitude of carrier payment plans.. Several other. parties. support 
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the entire current requlatory progr~, but none identified the 
credit rule as a separate issue. 

In the interest of uniform payment procedures and 
s~plified rates r we will maintain the current credit rule in 
G.O. 15S, but e~end the time within which carriers are required to 
present the freight bill from 7 to- 15- days.. The additional time is. 
provided to allow sufficient time for the freight bill to ~e 
processed and received. However, for special contracts we will 
provide contract carriers the, flexibility to,modify the credit 
terms in G.O .. 155-. Contracts which do not specify credit terms 
will be governed by G.O .. 155-. With adequate justification 
individual carriers can request deviations from the uniform credit 
rule. Revised G .. O. lSS is attached as Appendix G. 

We will entertain further testimony on credit rule 
effects on subbaulers in our upcoming subhauler hearings" should 
any party wish to- raise the issue .. 

Electronic Data Interchange 
This issue was resolved on an experimental basis in 

D.89-04-049, dated April 12,1989. We ,support the use ot 
electronic dat~ interchange as a means to improve efficiency in 
transportation markets. Our only concern in 0 .. 89-04-049 was that 
data necessary to-verify the circumstances of a given shipment be 
retained in retrievable form. We will take no further action on 
the subj act in this decision.' except to sugqest that the next 
convenient individual application for authority to use electronic 
data interchange be used to resolve generically the outstanding 
issues. The completeness of any upcominq applicatiOns and the 
availability of the Transportation Division report ordered in 
0.89-04-049 should determine which proceeding is appropriate .. 
staff report is due no- later than. February '11 r 1990. 

The 
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ImplementatiOD IssueS 
Transition from the current regulatory program to the 

adopted proqram has been discussed in several plaeesthrouqhout 
this decision~ we will summarize our actions here. New filings for 
common carrier tariffs, common carrier contracts and special 
contracts can be made immediately on the effectiveness ot this 
or4er. All rates an~ contracts now in effect may continue in 
effect until their expiration. However r within 90· clays of the 
effective date of this order all common carrier taritfs must be 
revised,. if necessary, to conform to· new G.O. 147-a., except for 
shipper-specific taritfs and rates which inelude write-in tariffs, 
which must be terminate4 un4er a program to be established by the 
Commission after receipt of the Exeeutive Director's proposed 
program. The current maximum term tor contracts is one year. 
Under the new program the one year limit is retained~. but contracts 
may be extended tor subsequent one year periods. 

Staff will hold workshops before the end of 1989 on the 
numerical inputs to- the floor price work sheet r for the purpose of 
recommending to the Commission values to be adopted for calendar 
1990. Staff may also, hold workshops throughout the state to
introduce the new regulatory program, at its- discretion. 

Inherent in the. adopted program is some deleqation of 
authority to staff. The deleqated authority is redueed from 
deleqations in, the current program. Specifically,. staff is not 

,being delegated any authority to, make judgments concerning the 
reasonableness of rates.. staff will" however,. maintain its duties 
to eheck rate and tariff filings for eorreet format and tor the few 
rate and service limitations being imposed. Staff will not have 
direct authority to- suspend any filing,. ~ut must present such 
requests to, the Executive Director, who, ~s- the authority to 
suspend filinc;s for one 30-day period... Within that period staff 
must prepare and· support Resolutions for formal commission action 
on further suspensions or rejections. The proeedures for 
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investigation and suspension ot rates in etfect remain unchanged: 
the standards tor such ~uspensions have change4, however, t~ comply 
with the adopted program. 

As specified in the general orders~ public protests to 
any filings must tollow the Commission's Rules of Practice and 
Procedure. We retain this protest procedure to, allow due pr~ess 
to· aggrieved parties. At the same time we recognize that the legal 
resources of transportation industry parties may often limit or 
discourage such protests. We therefore encourage staff to continue 
to work cooperatively with parties. who· make oral or informal 
inquiries about rate and tariff filings that affect their 
interests. 

Finally, California Trucking Association's (CTA) brief 
addressed the admissibility of Exhibits 40 and 52. CTA argues that 
the A!.J, erred in admitting these' exhibits. While we stand behind 
the A!.J's ruling, it is important to· note that this decision does. 
not rely on the evidence contained in either exhiDit. 

We are convinced that, based on the record·, our program. 
is in the pUblic interest~ consistent with the provisions of the 
constitution and the PUblie Utilities Code" and yields rates that 
are just and reasonable. G.O. So-c and 147-B, attached as 
Appendices C and F, respectively, have been revised to, reflect the 
adopted regulatory, program discussed ·above. The following table 
outlines the ratemaking teatures of the adopted program·. 
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Co __ on carrier Rates 

Increases 11 

File - Taritf filing with TD 

Notice - Transportation 
Calendar 

protest periOd - 10 days 

Approval - None if iess than 
10\ increase over 
past 12 Jll.onths 

Effective l(} days 

Decreases 

File - Tarift filing with TO 

• TABLE 4 

MJC>PrnD REGOIA'l'ORY PR9GRAII 

Co..oJi carrier Contracts 11. 

All. contraCts 

file - contract with TD 

Notice - Transportation 
CalEuldar 

Protest Period - to days 

Approval - None it rate·is 
above floor price 

Effective ~ 16.d~ys 

~ 

~ 

m Notice - Transportation Calendar 
I 

Protest Period - 10 days 

Approval ~ None it rate above 
floor price 

Effective - 10 days 

~I New rates must be above floor pric~, 

~I Oual authority required. 

-• 
Speoial contracts 

H 
• 
OJ 
<:0 
I 

<:> 
OJ 
I 

<:> 
,p. 
m 

.... , 
All contracts e 

File -contract with TD 1a 
Notice - Transportation 

Caiendar 

"LJ· 

• • 

Protest period - 20 days 

Approval - None if above 
floor price 1.1 

Effective - 20 days 

~ 
I 

~ 
~ 

~I Executive Director may suspend for 30 days if special relationship is not demonstrated. 
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Pindings of Fact 
l.. On December 16, 1987 an ord.er was issued Which set en . 

bane hearing's to consider the State's regulation ot the for-hire 
truc~inq industry. 

2. En bane hearing's for all sectors of the trucking' ind.ustry 
were held in San Francisco on March 10 and ll, 1988 and in Los 
Anqeles on March lS, 1988. 

3.. The Commission issued I .. 8S-08-046 on August 24, 19S8. 
4. I.SS-OS-046 identified the Commission's regulatory 

objectives for the qeneral freiqht truckinC] industry and invited.a 
thorough re-examination of the current requlatory system. 

$. Prehearinq conferences which established the procedural 
rules tor the proceeding' were held on September 14,. 19S3· and 
october 17, 1988'. 

&. Fifty-fo~r days of evidentiary hearings co~enced on 
Novem]:)er 7, 1988· and concluded on February 24, 1989. 

7. 'I'Wo days of public comment hearinqs were held, one in :x:.os 
Angeles on December s., 19S·S. and the . other in· San Francisco on 
Decem]:)er 12-, 1988-•. 

8. D.8·6-04-045-, dated AP:r:il 16, 1986 adopted the present 
rate regulation program as- represented. in G.O. SO-S, l47-A, and 
l55-. 

9. G.O. 147-A tmplemented a system of carrier-made rates, .a 
rate window, rate exempt dedicated equipment contracts., imposition 
of a Truck Freiqht Cost Index (TFCI), and a procedure for the cost 
justification of reducecl rates. 

lO. Under G.O. 147-A common carrier general rate increases 
require a formal application to' determine whether the carrier's 
financial condition justifies the request~ 

11. Common carrier'rate increase applications typieally are 
processed on an ex parte basis with, a decision issued within 60 
days from the filin9 date. 
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12. ·Under G.O. 147-A rate decreases do not require formal 
applications. Instead carriers may file cost justification filings 
which: (1) demonstrate that the rates will generate sUfficient 
revenue to contribute to the carrier's profitability, (2) are 
accompanied by a summary of financial data r (3) include the 
prevailing wage stanclard in the labor cost element, and (4) meet 
specific provisions governing the use of subhaulers. 

13. G.O. 147-A provides a rate window which allows common 
carriers to change rates a maximum of 5% above or 5% below their 
base rate. Base rate Changes require a cost justification filing. 

14. Under G .. O •. 147-A carriers are allowed to m.ake minor 
changes in contracts and tariffs. without cost justification or 
formal application .. 

15. Under G.O .. 147-A a carrier can temporarily reduce rates, 
effective immediately, to meet the rates of a competing carrier if 
it currently handles the traffic. The reduced rates must be 
followed by a cost justification within 60 days .. 

16-.. Onder G·.O .. 147-A a carrier that does not currently handle 
the traffic cannot meet the rate of a competi~g earrier.. To 
accomplish. this change the carrier must ·tile a cost justification 
and receive approval prior to reducing the rate. 

17. Onder G..O •. 147-A the 'l'FCI measures annual industry-wide 
changes in carrier operating costs. and adjusts. carrier base rates .. 
Adjustments to· base rates are mandatory if the change in the TFCI 
is greater than 1% (plUS or minus) and permissive it less than 1%. 

18. Under G .. O .. 147-A contract carrier rate increases do not 
require justifieation or approval~ and new common carriers.may file 
rates at e~isting generally' applieable common carrier (GACC) rates 
without cost justification. 

19. Onder G.O .. l47-A dedicated contracts otfer contract 
carriers that dedicate equipment.to· one shipper I the ability to 
charge any rate" subj.eet to- aprof'itabilitytest .. 
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20. Under G.O. 147-A to- pass a profitability test a carrier 
must: (1) have an expense ratio- (expenses divided by revenues) of 
less than 100%, and (2) pay not less than the Commission's 
prevailing wage standard or demonstrate that its labor expenses 
compare favorably with the TFCI. 

21. Under G.O. 147-A common carriers cannot meet the rates of 
contract carriers Without an approved cost justification filing. 

22. Under G.O. 147-A common carrier rate filings and contract 
filings with rates below GACC rates, except for dedicated 
contracts, new rate filings, and rate window filings, are listed in 
the Commission's Daily Transportation calendar •. 

23. Under G.O. 147-A the waiting periods for carrier-set 
rates to become effective are: 

On the date filed - Rate window filings, me-toos, 
standard contracts at or above GACC rates, and 
dedicated contracts. 

Ten days after filing - Initial tariff filings by 
new carriers. 

Thirty days after calendaring - All other filings, 
unless protested. 

24. Shippers are frustrated over the current regulatory 
program's rigid requirements for the classification and rating of 
commodities, and over their inability to implement a simplified 
rating system and contract program. 

25·. 'nle current regulatory prQ9X'am inhibits the 
impleme.ntation ot simplified contracts and ra;ting systems which 
would provide some shippers the opportunity to more efficiently 
manage and monitor their transportation costs. 

26·. The current regulatory program first places the burden on 
the carrier to cost-justify its rates, and ~en on the 
Transportation Division staff to-analyze'andevaluate the carrier's 
justification. This is a costly and inefficient procedure. 
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27. Cost justifications often ta~e three to four months to 
process. 

28. Cost justifications are often rejected if they are 
inconsistent wi~ previously accepted tilings. 

29~ The cost justification procedure is difficult to predict, 
subjective, results in fictitious traffic atuclies, can be 
manipulated,. and uses prevailing wage data'instead ot actual labor 
costs. 

30. Knowledgeable carriers are able' to' use the current rate 
program to gain competitive advantage. 

31. Authorization ot dedicated contracts as a tool to allow 
rate flexibility has limited usefulness. 

32. Exclusive use limitations on carrier equipment can cause 
equipment to be used inefficiently. 

33. CUrrent use of the TFCI forces mandatory rate increases 
that would not otherwise occur" inserts ttme laqs which hinder 
negotiation of contracts and discounts,. incorporates averages and 
proxies in place of available actual data,. and is administratively 
burdensome. 

34.. Write-in tariffs allow secret,. shipper-specific rates •. 
3~. Write-in tariffs prevent tree access to information which 

woul~ foster competition it it were' available to,other shippers ~~ 
carriers. 

3&. Many common carriers do not have or understand write-in 
tariffs. 

37. Common carriers without write-in tariffs are at a 
eompet~tive disadvantage. 

38. Write-in taritts are not evaluated tor cost justification 
or discrimination and can result in unjustified discriminatory 
prices •. 

39. Carriers must now already carry a given freight item 
before they can match otherearrier rates without cost 
justification. This restriction stifles competition • 
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4. 0 • In a workably competitive market, if enough demana exists 
at prices which will compensate carriers for their costs, then 
carriers will serve that market. 

41. ~hree conditions are sufticient to, demonstrate that a 
market is workably competitive:: (1) there are many buyers and 
sellers in the market, (2'). entry ana exit from the market is 
relatively easy, and (3) buyers and sellers have ready access to 
relevant information. 

42.. ~he evidence in these proceedings shows there are many 
buyers and sellers in the intrastate general freight trucking 
market. 

43. Carriers seeking authority trom this Commission tor the 
transportation of general treight by tor-hire truck neea only meet 
certain fitness and financial requirements and pay a $500 filinq 
fee. Entry is not restricted based on the number or capacity ot 
currently requlated carriers. 

• 

44. The capital costs of entering the intrastate general • 
freight market are min~lr ana capital risks are small. 

45. ~ransportation equipment and terminals have multiple uses 
and can easily be sold or leased. 

46. The costs ot entry or expansion can be larqely recovered 
upon exit trom, the ~eneral freight market. 

47. Reqular business relationships produce mucb relevant 
competitive information. Further access to· information can be 
encouraged by requlatory proqr~ elemen~s-

4S. The intrastate general treight trucking market is 
workably competitive. 

49.. Carriers that price their services above cost will not 
survive because other carriers will be able to, take business from 
them.. Carriers that price their services below cost will not 
survive because they-will fAil to earn a reasonable' return on their 
investment. 
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SO. Carrier failures due to poor management and irrational 
pricing are a natural consequen~e in a competitive market ... 

5,10>- In a workably competitive :market rate flen))ility within 
a zone of reasonableness will provide reasonable rates based on 
efficient oarrier.operations and is in the public interest. 

52. Price flexibility provides carriers the treedom to align 
prices more olosely with costs and enables well-manaqed and 
efficient carriers to, earn a reasonable return on investment. 

53., It a zone ot reasonaDleness adequately protects shippers 
and carriers against unreasonably high or low rates then all 
nondiscriminatory ra~es within the zone a,re reasonable. 

54. ~estimony on'the record claims that to, ~e reasonable 
rates must protect against predatory pricing- and destructive 
pricing- below costs. 

55. As explained in the above discussion, we will adopt a 
ceiling- whioh limits oommon carrier increases in any rate to no 
more than a total ot 10% within a movinq 12-month periOd • 

56. At the lower end ot a zone of reasonableness floor prices 
will protect against destructive pricing ~elow costs. 

57. Pricing ~elow full costs is not necessarily destructive. 
ss. Carrier-specific variable costs are reasonable tloor 

prices for the lower end of a zone of reasonableness~ 
59. Rates below our adopted price tloor may ~e reasonable if 

it can ~e shown by formal application that the rates will not cause 
predatory pricing or destructive priCing below oosts. 

60. An upper l~it to a zone ot reasonableness of maximum 
peroentage prioe increases within a given time period will protect 
against predatory pricing .. , 

61. Our 10% upper limit for oommon carrier tariff and common 
carrier contract rate inoreases, along with a lower limit ot 
variable costs, interacts with earrierpricinq incentives to' oreate 
a zone of reasonableness in a workably competi~ive ~rket-
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62. Rates outside the adopted zone of reasonableness may be 
reasonable, but ind.ivid.ual findings upon, 'a showing before the 
commission are necessary. 

63. In a workably' competitive market no further protections 
against monopoly pricing or unreasonable shipper clout are 
necessary. 

64. This record. contains no useful definition of destructive 
competition. 

6$. During the Depression of the 1920s and 1930s the 
destructive pricing practices observed were caused by the economic 
conditions of the times" not competition i tsel f-

66. There is no demonstrated need to adopt specific 
regulatory protec~ions against destructive competition, beyond 
incentives that rates be cost based. . . 

67. There is a need to protect agAinst the unlikely 
possibility ot destructive pricing practices caused by severe 

.. 

• 

economic conditions or carriers, setting rates substantially below • 
costs. 

68. Through: (1) the worldngs of competition allowed. under a 
flexible rate program, and (2) the vari~le cost floor price 
applied to both common and contract carriers, our ad.opted 
regulatory program'provides necessary and sufficient protections 
against destructive pricing practices. 

69. No convincing evidence was presented that predatory 
pricing will exist in the California intrastate market if carriers 
have pricJ,ng flexibility within a zone of reaSQnablen~ss. 

70. Predatory and monopoly pricinq would be foreclosed if 
there were restraints on Substantial price changes and protections 
ensuring that the market remains workably competitive. 

71. The adopted regulatory program provides necessary and 
sufficient protections against predatory pricing by (1) imposinq a 
10% limit on common carrier rate increases and a variable cost 
floor priee for common and. contraet carriers,. and (2) :by having no 
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restrictions to entry and e~it and imposing rules that promote 
ready access to· in~ormation, thus ensuring the' market will remain 
workably competitive. 

72. Due to-: the size and n\llllJ:)er ot their shipments large 
shippers can otten ~e served ~y carriers at lower cost than small 
shippers. 

73. N~ party supports discriminatory. pricing without cost 
justification, as defined in PO §.§ 453, 46l.5, 494, and 36Q2. 

74. It rates are confined to· a zone ot reasonableness, then 
individual cost justifications are not needed to-prevent price 
discrimination. 

7$. The adopted requlatory program provides necessary and 
sutficient protections against common carrier discriminatory 
pricing by prohibiting' (1) shipper-speci~ic rates, secret rates,. 
anel eliscounts, C 2') by prohib·i ting secret rates anc1 discounts, and 
(3) by adopting a protest procedure,.. public notice of rate filings, 
anel rate flexi~ility to encourage workable competition • 

76. Although the workinqs of competition will provide some 
protection,. regulatory protections against price discrimination by 
contract carriers are not necessary because contract c~rriers do 
not hold themselves out to· serve the public. 

77 • The adopted regulatory proqram· allows filing ot formal 
applications which give parties the opportunity to show that a 
common carrier rate is not discriminatory or will not cause other 
pricing' a);)use~ even it the rate is outside the zone ot 
reasonableness. 

78·.. Service to small and. rural communities is affected by the 
level of rates carriers can charge. 

79 r The adopted minimum level of common carrier service of 
one pickup or delivery per week upon request to· any point covered 
in a tariff provides adequate .. service to· market segments that might 
not be served otherwise. Such service may be provided directly by 
the carrier or through arrangements· with other carriers .. 
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80. Adoption of minimum levels ot service for contract 
carriers is not necessary ~ecause contract carriers do not hold 
themselves out to sexve the public. 

81. The statutes provide that the use ot public highways for 
the transportation of property tor compensation is a business 
affected with a public interest,. and the Commission should ensure 
just, reasonabJ::e,.. nondiscrilninatory rates and safe, reliable 
service. 

82'.. Competition wi thin a zone of reasonableness will produce 
just and reasonable rates. 

83. Authorization of a zone ot reasonableness along with 
other regulatory restraints will produce rates that are just and 
reasonable. 

84. Cost justifications ot individual rate filings within a 
zone ot reasonableness are not necessary and are not in the public 
interest .. 

• 

8$. The large number of intrastate carriers in california 
makes cost justification ot individual rate filings burdensome and • 
ineffective •. 

e·6. The balance ot incentives for common and. contract 
carriage can be reasonably controlled by setting different 
effective dates· tor the rates tor two· types ot carriage and by 
restricting the applicability of contract carriage. 

87. To ~e useful to carriers· a zone of reasonableness must 
per.m;'t raising or lowering of prices· to respond to market 
conditions. 

e8. Use of the data set used to calculate the 'l'FCI is 
reasonable for purposes ot setting floor price~ until a further 
record can be developed. 

89. Recorded data indicates that annual increases in excess 
of.10% would not ~e uncommon for the·TFCI and· producer price 
indexes~ 
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90. A 10% limit on common carrier rate increases re~sonably 
balances the flexibility re~ired to· change rates in response to 
cost and market ehanges, and protections. against predatory pricing .. 

91~ A v~riable cost floor price for common and contract 
carri~ge assures that carriers are compensated tor driver wages,. 
required unemployment insurance, workers compensation and Social 
Seeuri ty taxes, and insurance, tire' and maintenance costs .. 

92·. A variable cost floor price does not compromise highway 
satety. 

93. The needs ot commerce require' that common carrier and 
contract rates be made eftective on less than 30' days" notice ... 

94.. Ten days' notice is a reasonable' t:lJne for review anc1 
protest ot common ca%'7ier tariffs and· common carrier contracts .. 

95. TWenty days' notice is a reasonaJ:)letime tor review and 
protest of special contracts .. 

96. Allowing common carrier rates· t~ become effective more 
quickly than special contracts, alonq with the ac10pted special 
contract eligibility' rules, reasonably balances the flexibility' 
required to- change rates in response to, cost and, 'market chanqes, 
and incentives to maintain an effective,. viable common carriage 
system in calitornia .. 

97~ To prevent discrimination it is necessary that common 
carrier contract rates not be below the tarift rates in effect at 
the time the contract is signed and tiled. 

98. ~he adopted common carrisr contract requlations provide 
flexi:bility of service tenis which increase market etficiency. 

99.. ~lic f'iling of common carr1er rates and all contracts 
encourages competition and discourages price discrimination, and is 
therefore reasonal:>le. 

100.· ~o prevent contract carriers from unfairly competing 
against common carriers it is necessary to- require that contract 
carriers· bave special relationships with shippers .. 

- 126 -



I.8S-0S-046 'ALJ'/FSF/j.,.,/jt 'it 

101. The necessary and sufficient conditions: to demonstrate a 
. special relationship are a continuing relationship and a meaningful 
shipper obligation beyond the obligation to pay for services 
provided. 

102. An agreement that extends. at least 30 days and requires 
more than a single shipment is sufficient to demonstrate a 
continuing. relationship. 

103. An obligation by a shipper to provide more than a single 
pickup or delivery and to use at least $1000 per month of 
transportation services is a meaningful shipper obligation. 

104. A monitoring program is required so the Commission can 
identify and correct any market failures of the adopted program in 
a ttmely fashion. 

lOS. The 3-point monitoring program to· observe the level of 
rates,. the" quality ,of service, and the intensity of competition in 
the State's general freight markets is sufficient toproteet 

• 

aqainst unforeseen market flaws and is therefore reasonable. • 
106·. The adopted regulatory program does not unreasonably 

delegate authority to· the Transportation Oivision or the Executive 
Director. 

107. Under the adopted regulatory program ulttmate authority 
for approval of all rates remains with the commission. 

lOS. Under the adopted regulatory program the Exeeutive 
Director is delegated the authority to, suspend for cause 'and tor no 
more than 30 days beyond the notice period any rate,- tariff or 
contract filing. ~he Executive Director i$ also- deleqated 
authority to vacate a prior Executive Director's. suspension. No 
further authority over rates· or rules is delegated. 

109. The adopted regulatory program allows for public protests 
of all proposed rates and tariffs, and for formal complaints about 
all rates and tariffs in effect. 

110. The adopteei' regulatory program. provides just and 
:reasonable rates, and, is :r:easonaJ)le ... 
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lll. Recently enacted State leqislation has siqniticantly 
strenqthened safety regulation. 

112. Sa- 2594 (stats .. 1988, Ch. 1509) put into. ettect 
commercial driver license requirements trom the Federal Commercial 
Motor Vehicle Safety Act of 1986 ('title nI ot PI. 99-570) .. 

ll3. AB 3490 (Stats.. 1988:, Ol. 1175) specified-additional 
entry requirements for new intrastate regulated motor carriers .. 

ll4.. AB- 34S9 (Stats ... 1988, Ch .. 916) to:I:'mAlized the 
CHPjCommission suspension process tor unsafe ·carriers. 

ll$. AB 2706- (Stats. 1988',. Ch. l586-) established. schedules for 
CHP terminal and equipment satety inspections. and mandated certain 
commercial <:1river license-related requirements. 

116·. SB· 2876 (Stats. 1988,. Ch. 159) mandated additional em> 
roadside safety inspections and a report on an incentive proqr~ 
for safe drivers .. 

117. cap. is responsible tor enforcinq the rules of the road, 
setting safety standards for commercial carrier operations and 
inspecting carrier operations .. 

118-. The Commission has responsibilities to ensure that new 
carriers are tinancially fit and able to· conduct sate operations, 
and' to coordinate safety enforcement with other state aqencies .. 

119.. DMV is responsible for licensinq standards and 
procedures .. 

120.. The Department of Health Services is charqed with 
reqistering carriers of hazard~us waste ma~erials and enforcing 
special hazardous waste transportation rules. 

121. Because rigid rate requlation causes ·siqnificant costs 
and adverse impacts ina·workably competitive marlCet, its retention 
is justified only if substantial safety benefits can De gained .. 

122. Carriers will not necessarily spend profits on safety 
because eaeh carrier allocates operatinq revenues in its own' best 
interest. 
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l23. The Rigid Rate Proponents have not demonstrated that 
riqid rate regulation dire~tly improves highway safety. 

124. Direct enforcement action is more effective than rigid 
rate regulation in enforcing safety laws and qood safety practices. 

125. Some carriers continue to· operate after suspension or 
revocation of their operating authority. 

126·. Transportation Division records which identify carriers 
holding valid operating authority should be made readily available 
to the public by esta):)lishing a toll free telephone number for 
public use to· verify a carrier's operating authority. 

l27. Over the past few years there has been a significant 
increase in owner-operators working exclusively for one carrier •. 

128. A Commission staff report shows that 71% of subhaulers 
earn all revenues from· subhauling,. 50% of those work exelusively 
for one carrier, and· another 29% engage in subhauling to supplement 
their earnings as prime carriers. 

• 

129. Between 1978 and 198& the percentage of total general • 
freight hauled by subhaulers increased from 20% to 30%. 

l30. Because of the large saving a prime carrier can make in 
employee contributions, there is a strong incen't.ive to use 
subhaulers .. 

1.31.. All types. of subhauling are lumped tog-ether for 
regulatory purposes, even though there is a qreat diversity in 
practice, and this causes lack of certainty with respect to 
operating authorities re~ired. 

132. 0.91247 requires a California intrastate subhaul~r of 
general freight to hold operating authority from the commission. 

l33. The requirements for operating authority in california 
are the same for prime carriers. and subhaulers.· 

1.34. G.O .. 130 requires a bona fide employer-employee 
relationship between·the lessee and driver of any leased vehicle 
when leasing between carriers .. 
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l35. Regulation of leasing' arranqements is different for 
carriers regulated Qy this commission and those regulated Qy the 
ICC. 

136. There is a qrowinq con~ern that the use of sUbhaulers 
workinq exclusively for one prime carrier is a low cost alternative 
to employee drivers. 

137. Some prime carriers exploit s\ll:)haulers in order to cut 
costs of operation and employee benefits. 

l38. Prime carriers who· use sU):)haulers save more then 30% in 
payroll costs Qy not having' to- pay compensation insurance, 
unemployment insurance,- and Social seeurity taxes. 

139. A formula to" equitADly divide revenues- Qetween prime 
carriers and sU):)haulers is necessary to- insure that sUbhaulers have 
adequate protection for the conduct o't their operations •. 

I 

140. The present record does. noti provide enough facts on Which 
to base a formula tor the division of revenues Qetween prime 
carriers and s'llbhaulers • 

141. If a diVision of revenue scheme were in place tor prime 
carriers and subhaulers, there would be no need tor subhauler rate 
schedules. 

142. the practice of subhaulinq is a stADilizil:lq factor in the 
general freiqht transportation business whicb tend$ to- keep the 
cost ot transportation down. 

143. Under the PU Code~ prime carriers qranted operating 
authority after Dec~er 3·1, 19881' are required. to eheck the 
dri vinq records of all sUbhauler drivers- Who require! a class 1 
driver license .. 

144. Present Commission rules concerning financial intormation 
required to- grant a permit and the revenue level at Which an annual 
report must be filed by carriers are adequa~e tor requlation ot 
general freight transportation. 

l45. Present subhaul bond requirements for prime carriers may 
not adequately protectsubhaulers • 

- 130 -



I.SS-OS-046 'A:L:J/FSF./j •• /jt 'It 

146. G.O. 155· provides a uniform credit rule for carriers. 
l47. To provide the public with reasonable uniform payment 

procedures and simplified rates,. the c:urrent credit rules should be 

retained. However, eo~on earriers should be provided up to l5 

days to present freight bills to shippers and contract carriers 
should be provided the flexibility to modify the credit rule terms 
in G.O. 155 for speeial eontraets. 

148. PU § 496 authorizes the Commission to-approve' 
eollectively set rates and rules if they are fair and reasonable 
and not contrary to' public policy. 

149. Rate bureaus will eontinue to tile' tormal applieations 
eontaininq appropriate justifieation for approval of collectively 
set rates under § 495. 

l50. Retention of current eolleetive ratemakinq praetice will 
allow rate bureaus to perform valuable funetions· for small carriers 
without jeopardizinq workable competition in the market~ 

lSl~ 0.89-04-049 adopted the use of electronie data 
interchange on an experimental basis. We will consider using the 
next convenient individual application to use electronic data 
interehanqe to resolve the outstandinq issues generieally. 

152. All rates and eontraets governed by G.O'. l47-A which are 
in effeet on the date of this decision should be qrandfathered into· 
the regulatory program adopted in G.O. 147-B. , 

l5,3·. Because nQ currently approved contracts extend beyond one 
year, it is reasonable that contracts now in effeet be allowed to
continue until their expiration. 

154. with the exception of shipper-specific tariffs and rates 
which inelude write-in tariffs, all eommon carrier tariffs can and 
should be made to- conform with G.O. l47-B within 90 days of the 
effective date of this decision. 

155·. Oue to the complexity of the situation involvinq shipper
specific tariffs and rates which' include write-in tariffs it is 
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reasonable to defer compliance of these tariffs with G.O. 147-B, 
pendinq receipt of a proposed proqram from the Executive Oirector .. 

lS6·. 'I'his decision does not rely' on evidence in Exhibits 40 

and 52. 
lS7. G.O. 147-B, attached as Appendix 0, identifies when rate 

changes can occur,. specifies which changes can be mad.e, and sets 
forth the manner in which rate changes can :be filed and published. 

l.58. Our current regulatory proqram for contract carriers of 
general freight does not set any maximum rates. 

159. In light of current economic conditions we do· not expect 
the destructive rate practices of sixty years ago to recur. 

160. Rigid proteetions against destructive rate practices are 
not necessary; the industry only needs ~equlatory protection 
against extreme circumstances... . . ". 

l.61.. Our variable cost floor price provides sufficient 
protection against destructive pricing-

162. With our variable cost floor price in place, a rate 
exemption for contract carriers of general freight is justified 
because it will not lead to· destructive rate practices. 

163. If carriers· must respond to unnecessary regulatory 
requirements rather than market demand for their services, they 
will operate inefficiently with the attendant risks of oversupply, 
waste of resources.,. and stifling of innovation~ 

164. Competition will restrain Ul'lreasonably high prices for 
the carriage of general freight;- if a earrier~s rates are too high, 
other competitors will take the business away by offering more 
reasonable rates. 

lGS. Competition will prevent rate decreases permitted by our 
adopted regulatory proqram from casting an undue burden on other 
traffic. 

166·. Commission-set maximum rates are not necessary for the 
contract carriage of general freight because competition will 
restrain unreasonably high prices • . 
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167. The record fails to, demonstrate an oJ"vious or persuasive 
need in the public interest for the setting of any maximum rates. 

I 

168. Freeing carriers of qeneral freiqht from unnecessary rate 
requlation, including ~imum and minimum rate requirements, will 
not harm the public interest: rather it will serVe the p@lic 
interest by allowing carriers t~ respond efficiently to mar~et 
conditions and avo,id problems of inefticiency, oversupply, waste of 
resources, and the stifling' ot innovation. 

169. 'We are justified in eXercising the discretion we have 
under Public Utilities Code § 3662 to set neither maximum nor 
minimum rates· tor the contract carriage ot general treight, and 
instead require only that carrier-set rates not tall below a 
variable cost ~loor price. T.h~s rate system is in the public 
interest and will not lead to destructive rate practiees~ . 

170. Our adopted pr09'ram for common carriers includes a 
variable cost floor price to· prevent rate$ from dropping J"elow 
reasonable levels. 

171. The less than maximum reasonable rates permitted ~y this 
decision are required b~r the needs ot commerce and the pUblic 
interest. 

172. Onder our adopted regulatory proqram, for common carriers, 
competition and the lOt ,limit will kee~ rates from rising to 
excessively high levels. , 

173. Our adopted retqulatory proqram for com:mon carriers of 
general freight will kee~p, their rates within the zone ot 
reasonableness. 

174. The new and increased common carrier rates approved by 
this decision'are justified and are reasonable. 

17S. There is gooa cause for allowing. common carrier rate 
changes to' beeome effective on less than 30 aays notice in order to 
allow common. carriers to respond to'market conditions as rapidly as 
possi~le, while still ensuring compliance with our regulatory 
requirements. 
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176. The complaint and protest procedures adopted in this 
decision will act to prevent unreasonable rate changes. 

177w Our adopted' requlatory proqr~ fulfills our 
responsibilities and the regulatory O:bjectives lnandateCt :by the 
Constitution and statutesw 

178. Price flexibility will provide carrier~ the freedom to 
aliqn prices more closely with their costs while enabling well
managed, sate,. and efficient 'carriers the opportunity to· receive a 
reasonable' return on their investment. 

179.. Onder the adopted program" all common carrier tariffs 
should descri))e accurate'ly' and fully the services offered to- the 
public and provide the specific rate or the :basis for calculatinq 
it for the performance of those services and the related 
classifications,. rules,. and practices.. AlSO,. tariffs should :be 
filed and maintained in a way that allows all users to d.etermine 
the exact rate applicable to· any given shipment with all diseounts 
clearly id.entifiec:1 in tariffs· and contracts • 

18:0. The current general freight program is c11.1lllSY and 
inefficient and contains some major flaws that pose a ~arrier to 
maintaining reasonable rates and inhibits the State's economy from 
fully ))enefiting from· the services of a vital andviqorous for-hire 
trucking industry. 

181w Efficient carriers that price accordinq to· their costs 
and provide safe, reliable service will not only survive,. but 
prosper when allowed price flexibility and an equal opportunity to 
compete .. 

182. The economies of scale in serving large shippers is a 
natural force of a competitive market,. and market power will :be 
cheeked and controlled :by market forces. 

183. service to· small and rural communities is not dependent 
on the existence or nonexistence of economic regulation.. Whether 
rates are compensatory at a given level of service determines 
carrier enthusiasm to·· serve a marlCet segment .. 
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184. Commission statt should take an active role in safety ~y 
monitoring carrier driver education and trainin~ programs. 

lS5-. The Commission will consider the extension ot the satety 
and financial entry requirements established byAB 3490 to,all 
general freight carriers, where appropriate ,. in a future 
proceeding. 

lS6. Commission statf should conduct surveys. ot ser~ice to 
communities or traffic lanes which have indications ot poor service 
and report its findings. Where problems exist~ recommendat!ons 
should be made tor corrective action. 

187. Commission staff should monitor competition and review 
the reasonableness ot rates in tratficlanes and communities 
statewide~ Recommendations should be made when corrective action 
is warranted ... 

, . 

: ' 

• 

18S. Commission statf should gather ~~d monitor truck-at-fault 
accident data and other safety related dat~ in the trucking 
industry. 

lS9. The current and proposed rigid r~te proposals will not • 
result in higher safety expenditures than '~ose of a workably 
competitive market. 

190. Commission statf in coordination'with other State 
agencies will enforce recently enacted safety legislation. 

191. The Commission's TFCI and prevailing wage program for 
general freight carriers should be rescinded. 

192. The Commission's current rules alld regulations concerning 
general freight sUbhaul operations. should be continued pending 
further order of the commiSSion. 

193. Further hearings should be beld to consider possible 
rules on the division ot revenues betweenpr~e carriers and 
sUbhaulers. 

194. Further heari.ngs should. be held', to- consider amending 
Commission rules and regulations on leasing. between carriers 

• 
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to determine if the rules and regulations could be patterned ~ore 
closely to those of the ICC. 

195. 'l'he Transportation Oivision statt should be ordered to 
study and report within 180 days tro~ the effective date ot this 
decision on possible changes in prime carrier sul:>h.aul ):Ionding 
requirements. 
Conclusions 0: lAY . 

1. The Commission is not restricted to· a cost-ot-service 
torm of rate regulation. 

2. PUl:>lic Utilities Code § 451 reqt1ires common carriers to 
'charge just and reasonable rates. 

3. There is a zone of reasonableness within which common 
carriers may and should exercise discretion inestablishinq their . . 
rates' .. 

4. Public Utilities Code § 454.2 allows the commission to 
authorize a zone of rate freedom· for passenqer stage corporations 
where it finds that there i,s sufficient competition. 'l'hus the 
provisions of california Constitution, Article XII, § 4, requiring' 
Commission authorization tor common carrier rate increases,. permit 
the Commission to· authorize a zone of rate treedom for common 
carriers where there is sufticient competition. The lanquage of 
PUblic Utilities Code § 454 concerning commission authorization for 
rate increases is substantially identical to' the language of 
California Constitution, Article XII,. § 4 dealing with the same 
sul:>ject.. ThUS, § 454 similarly permits the Commission to authorize 
a zone ot rate treedom for common carriers where there is 
SUfficient competition. 

s. The California Constitution an~ the Public Utilities Code 
permit the Commission to· authorize rnte tlex1~ility for co~on 
carriers within a zone of reasonableness~ base4 upon a finding' that 
workable competition exists and that neither predatory pricinq nor 
destruct1ve competition· should·result. ' 
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6. Under PuDlic Utilities Code § 3662 the Commission has 
discretion to set maximum or minimum rates or no rates at all tor 
highway contract carriers. 

7. The commission may retuse to, impose minimum rates when 
the record tails to demonstrate an obvious or persuasive need in 
the public interest. Exemption from rates can be justified when 
the exemption. would not lead to- destructive rate practices. 

S'. PuDlic Utilities, Code' § 726 implies the standard by which 
minimum rates are to be determined but does not require that such 
rates be set.-

9. The commission has ample authority to, establish an 
appropriate and. effective form, of flexible rate regulation for 
highway carriers of general freight. 

10. Under Public Utilities Code §§ 455. and 4911' for good 
cause the Commission can allow r~te changes on less than 30 days' 
notice by an order which: (1) specifies the changes to, be made, 
(2) identifies when the changes will occur, and (3) sets forth the 
manner in which changes shall be tiled and pUblished. General 
Order 147-B meets, these requirements. 

11~ Our adopted regulatory program complies with the relevant 
proviSions of the Constitution and the Public utilities Code. 

Q..R.D E' B 

IT" IS. ORDER.ED that: 
1. The regulatory proqralZl for the transportation of general 

freight by truck outlined in the body of this decision is adopted. 
General Orders (G.O.,) 80-C, 147-B,I' and 155-A, attached as 
Appendices C through E which implement this program" replace G.O.s 
80-B, 147-A, and 15,5, respectively. , The new' general orders shall 
become effective on the effective date of this order. 

2. All rates and contracts governed byG.O 147-A and in 
effect on the, date ot this, decision shall be qrandfathered into the 
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regulatory proqram adopted in G.O.. 147-B.. Existing general freigh.t 
contracts may remain in effect until their expiration date. 

3. Within 90 days from, the effective date of this decision, 
all common carrier tariffs" except shipper-specific tariffs and 
rates which include write-in tariffs, shall conform to the 
regulatory program adopted here. 

4. The Executive Director shall propose a program :or 
brinsins shipper-specific tariffs and rates which include write-in 
tariffs into compliance with GO 147-S. 

5,. On request" common carriers shall serve, at least one day 
per week, each community for which they have filed,tariff rates. 

6.. The Executive Director shall cause the Commission's staff 
to do the following: 

Monitor carrier driver education and training 
proqrams. 

Establis~ a toll free telephone number tor 
pUblic uce, to verify a carrier's operating 
authority. ' 

Evaluate extending the safety and financial 
entry requirements established by AS 3490, to 
all general freight carriers. 

Monitor the deqree of competition and quality 
of service within small and rural communities 
and other traffic lanes as necessary .. 

Conduct Gurveys of service and rates to 
communities and traffic lanes statewide; where 
problems exist recommendations for corrective 
action should be made. 

Cooperate with the california Hiqhway Patrol in 
the gathering and monitoring of truck-at-fault 
accident data and other safety related data in 
the trucking industry. 

Enforce recently enacted safety legislation. 

Issue a report within 180 day~ from, the 
effective date of this decision addressinq the 
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subhauler bonding requirements tor prime 
oarriers ... 

7. Additional hearings will be soheduled to oonsider 
possible rules on the division of revenues between prime carriers 
and sul:lhaulers. 

8. Additional hearings will be scheduled to consider 
amending Commission rules and regulations on leasing between 
carriers to- determine if ,the rules and regulations should be 
patterned more olosely to those'of the ICC .. 

9. The issue of extending. the ,safety and financial entry 
requirements established by AB· 3490 to all general freight carrier~ 
shall be addressed in a sUbsequent proceeding. 

10.. The Commission's Transportation Oivision Staff shall 
annually sponsor workshops which all interested parties may attend 
to develop· oosts other than variable to· use as floorprioes. 

11. As soon atter the effective date as possible, the 

• 

Executive Oireotor shall serve all highway common carriers and • 
highway contraot carriers with a copy ot this order. 

This order becomes ef!ective·30· days from· today. 
Oated October .12', 1989,. at san Francisco, cali:!ornia •. 

I abstain. 

lsI PATRICIA M. ECKERT 
Commissioner 

• I 

I 

. , 

G·. MITCHELL .WILl< 
.' President 

FREDERICK. R. DUDA " 
STANLEY W. HOl.ET'l" 
JOHN, :S'. OH1t.N'DN 

'Commissioners 

I will file a written ooncurring opinion. 

I s I G.. MITCHELL WILl< 
Presiclent. 
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APPENDXX A 
Page 1 

List 0: Appearance:l 

Interested Parties: Messrs. Skaff & Ander!.on, ~y Ellis Ross 
And§rson, Attorney at Law, tor Skatt & Anderson: Louis As};)OrDO, 
for 1'&1' Trucking, Inc.: Folger Athearn. Jr., for Athearn 
Transportation Consultants: Messrs. Rea, Cross & Auchincloss, 
by John R. Bagileo·, Attorney at Law, for National Motor Freight 
Tratfic ASsociation, Inc.: Messrs. Handler, Baker, Greene & 
Taylor, ~y Dani~l W. Baker, Attorney at Law, tor Ad Hoe 
carriers Committee: Elehard L. Sredeman, for B. R. Garcia 
Traffic Service: Barry Broad., Attorney at Law, and Gerald 
O'Hara, for California Teamsters Public Affairs Council: 
Ronald C. Broberg, for Highway Carriers Association and Willig 
Freight Lines: Ro~ert E. Bu1jC, for California Man\tfaeturers 
Association: Harold. CU1y, for C-F & Associates, Inc.: ~tt J. 
Engers, Attorney at Law, for Con-Way Western Express, Inc.; ~ 
~ and Arden Riess, for West Coast Freight Tariff Bureau, 
Inc.; LatrV Fahrens, for California Carriers Association: 
Ro~ert Fellmeth and James Wheaton, Attorneys at Law, for Center 
for Public Interest Law; Milton W, Elack, Attorney at Law, for 
Cal-West Tariff Bureau; lames E. Foote, for Associated 
Independent owner Operators: Roy G, Graham, for Mike Conrotto 
TruCking; R. S. Greitz, for Pacific Motor Tariff Bureau: 
Thomas B. Guthrie,. for Guthrie & Associates; Eciwax::d. J. Hegarty, 
Attorney at Law, for Sekins Moving & Storage, NACAL, Inc., 
Tri-Valley Transportation & storage, Inc., Western Movin<1 & 
Storage, Inc., California carriers Association, Californu O\lmp 
Truck Owners Association, Marino Truckinq Company, Inc., and 
Cherokee Freiqht Lines~ EldonM, Johnson, for Pacific Motor 
Tariff Bureau:. Ira Klein, for Panther Line,. Ine.;, Ri<ch Matteis, 
for California Grain & Feed Association: Keith E I Miller,. for 
Miller Traffic Service~ Inc~ and cal-West Traff~c Bureau, Inc.: 
Noman Molang, tor J. C. Penney Company~ Diane Moor~, for Con
way Western Express; H,ilton W, Flack, Attorney at Law, and 
M. J. Nicolaus, for Western Motor Tariff Bureau; ~ederick E. 
Dooley, Attorney at Law, Ronald W. Phelon, and David M. Newman, 
for Federal Trade Commission; Ann Pouqiales,. Attorney at Law, 
tor Viking Freiqht System,. Inc. and. Calitornia Coalition tor 
Trucking Deregul.ation; Messrs. Walsh, Oonovan, Lin4h & Keech, 
by Michael S. ~in, Attorney at Law, for Leaseway 
Transportation corporation: Messrs.. Russell & Haneoek, by ~ 
C. Russell, Attorney at Law, !or Dedicated Contract carriaqe, 
J:nc •. ; Richard W I Smith and Oaniel. J. McO\rthy, Attorneys at 
Law, and Paul Stephen Dempsey, for california Trucking 
Association;' Amour, St .. John, Wilco)C, Goodin &' Schlotz, by 
James Sgyeri and John L.. Clark,. Attorneys at, Law, for 
california coalition for TruCking Oerequlation'i Messrs. Silver,. 
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Rosen, Fischer & Stecher, by Mic~l Jo stecher and John P. 
Fischer, Attorneys. at Law, tor Silver, Rosen, Fischer & 
Stecher; Will~am Ho Sterling, tor Cal'ifornia League of Food 
Processors, Del Monte Foods, USA, and National InQustrial 
Transportation League; ,Q,aniel SweenEtV, Attorney at :t.aw, for 
National Small Shipments Traffic Conference and Druq & Toilet 
Preparations Traffic Conference; David R. Wallace, for State of 
california, D,epartment of General Services;- ~n P, Ac1ams, for 
'!'NT Bestway Transportation: Jose~h Eo ~onalQf tor computer 
Movers, Inc. and Sekins Movinq and storage;. ~ames~, MA~ens, 
for California Dump Truck Owners Association: lad M~tA2k~f for 
IBM corporation; F. y. Phillips, for cal-CArriers Freight 
Ratint;1 Service; B. M. Zoller, ~or Continental can Company, 
Inc.; William. S, (stan) Aylmer, tor Southern calitornia Motor 
Delivery, Inc.; ~on carnahan, for Associated Traffic Service;
rud p, Preston, for AcTran; Wexler, Reynolds', Harrison « 
Schule, Inc~1 ~y William K. Ri~. Jr., for ~ericans for sate 
and Competitive Truckinq (ASC'r)';- and Siena cannW, l&ll 
Filipgvi;h, Gary E. HAA§, paniel Huffman, Armand;Karp, 0. F, 
HarCAntonio', William J, MoDMim, Frank Spell1l)an, Leon H, 
>orrington, and D. G. RQg11nqshater, tor themselves • 

Division of Ratepay~r Advocatf.'s: Ira R, Aldersgn and Ira lSj)linsk'i, 
Attorneys at Law, and Chri s'!;ine Walwyn .. 

.. 
Transportation Division: &mne'th K Renc1ersgn_ 

(END OF APPENDIX A) 
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A~l?ENDIX B 
Page 1 

s.tate of Califo·rnia Constitl,l.tion 

Areicle XII 

SEC. 3. Private corporations and persons that o~, 'operate, 
control, or manage a line,. plant, or system f.or the 
transportation of. people or property~ the ~rans~issiQn of 
telephone ana telegraph me$saqes~ or the pro4uction, generation, 
transmission, or turn:i.shinq ot heat, l:i.qht, water, power, 
storage, or whartage clirectly or indirectly to· or tor the pUblic, 
and common carriers, are public utilities subject to· control ~y 
the Legislature. The Legislature may prescr~e that additional 
classes o·t private corporations or other persons are p~lie 
util.i.t.i.es. 

SEC. 4. The commission.may tix rates and establish rules tor 
the transportation ot passengers and property by transportation 
companies, prohibit discrimination, and aWard reparation tor the 
exaction ot unreason.a):)le., excessive, or cliscri'Jf1:i.natory charges • 
A transportat:i.on company may not raise a rate or incidental 
charge except atter a showing to and a decision by tne CQmmission 
that the increase is justitied, and this deeision shall not ~ 
subject to judic:i.al review except as to-whether conti scat ion ot 
property will result. . 

SEC. S. The Legislature has plenary power, unlimited by the 
other proviSions of. this constitution ):)ut consistent with this 
arti~le,. to confer ad.c1itional authority and jurisdiction upon the 
cOIlllllission, to estab·lish the manner· and. scope of. review ot 
commission aetion. in a court ot record.,. and. to- enable -- it to- fix 
just compensation for utility property ~en by eminent domain • 

• 
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APPENOIX :e 
Polge 2 

Public Utiliti~s Code 

451. All charqes demanded or received ~y any p~~lic utili~YI 
or by any t· ... o or more public ~tilitie5,. for any prod~c~ or 
commo(,U~y furnished or to be f~%'l\ished or any se:vice rendered or 
to be rendered shall be just and reasonable. Every ~j~st or 
unreasona~le charge demanded or received for s~ch product or 
commodi~y or service is unlawf~l. 

Every p~~lic uti1ity shall furnish and ~aintain such adequa~e, 
efficient,. just, and reaso~le service, instrumentalitio:;,. 
equipment" and !acilities-,. including telephone faeil1ties, as 
defined in Section 54.1 ot the Civil Code,. as are nece •• ary to 
promote the safety, health,. comfort" and convenience of its 
patrons,. employee:l, and the pul:>lic. . 

All rules made ~y 4 pUblic utility afteceinq or pertaining to 
its charges or service to the public shall be just and 
reasona~le. (Former § 13: amende¢ Stat5~ 1977, ch. 700.) 

452. Nothing in this part :lhall ~e construed to· prohibit any 
common carrier trom .sta~lishinq and charqinq a lower than a 
maximum reasonable rate tor the transportation of property when· 
~he needs of commerce or public interest require.. However~ nO 
common carrier subject to the jurisdiction ot the commission may 
establish a rate les:l than a maximum reasonable rate tor the 
transportation ot property tor the purpose ot meeting the 
competitive Charges ot other carriers or the cost of other means 
ot tran:lportation which is less than the charges ot competing 
carriers or the cost ot transportation wnich miqht be ;!.ncurre4 
through o~her mean~ ot tran~portation; except upon suc~ showinq 
as is re~ir.d by the commission and a tindinq DY i~ that ~h. 
rate is jus~ified by transportation conditions. In determining 
the extent ot such compet1tion the commiGsion s~ll ~~ due and 
reasonable allowance tor addea or accessorial service perfo~ed 
by one carrier or aq_ney of tran$po~ation Wh1eh is no~ 
contemporaneously performed by the competing agency of 
transportation. ,(Former § l3-l/2., 

4~3. (a) No public utili~y shall.~· as to rates, charges, 
service, :racili~ies,.. or in any other re:lpect,. u)te or grant any 
preference or advantage to any corporation or person or subject 
any corporation or person to· any prejudice or disadvantage~ 

(~) No publ:l.c utili'ty shall prejudice, disadvanuqe, or require 
~i!ferent ra~es or deposit amounts trom 4 person beca~se Of race, 
reliqiou=: creed,. color, national origin, ancestry, physical 
handicap,. medical condition, occupation, sex, marital sutus or 
change in marital sta'tus. A person Who has exhausted all 
administrative remedies with the commission may institute a sui~ 
tor injunct:l.ve reliet and reasonable attorney's t.es in eases ot 
an alle~ed violation ot 'this sUbdivi:lion. It successful in 
J.itigat.on. 'the prevailing party shall be a· ... arde4 a~torney"s 
tees. 

(C) NO public util:l.ty shall establ:l.~h or maintain any 
unreasonable difterence as to rates, charges, service,. 
tacilities,. o,r in any other respect,- either as between localities 
or as· between classes ot service. 

(d) No public utility shall include with any bill for services 
or eommoditie:l furnished any customer or subscri~er any 
advertising or literature designed or intended (1) ~o,promote the 
pas:la~e or defeat of a measure appearing on the ballot at any 
elect~on whether local" statewide,.. or national, (2) to promote or 
~eteat any candidate for nomination or election to any public 
otfice~ eJ) to promote or deteat the appointment of any person to 
any ad.:linistrative or executive position in fed.eral,. state or 
local government,. or (4) to- promote or d.efeat any Ch4nge 1n 
federa.,l.,.. state t · or local leqis14tion or regulations ... 

Ce) 'J:he commission may detemine any question ot tact arising 
under this section. (Former § 19: a~.nd.<1 Stats:. 1976.,. ch .. 
1174.) 
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454. (a) Except as provi4e4 in Section 454.1 an4 455, no 
p~~lic ~tility shall change any rate or 50 alter any 
classification, contract~ practice, or rule as to resul~ in any 
new rate, except upon a showing before the commission an4 a 
fin4inC; by the commission that the ne~ rate is justified~ 
Whenever any electrical,. gas, heat, telephone,. ... ater, or ...... er 
system corporation files an application to change any rate, o~~r 
than a change reflecting an4 passing through to customers only 
new costs to the corporation "'hich 40 not resul~ in changes in 
revenue allocation, tor the services or comm04ities turn. shed by 
it, the corporation shall turn ish to its custom.rs atfect.4 by 
the propo5'4 rate chanqe notice of its application to the 
commission tor approval ot the n .... rate. ~his notice requirement 
40es not apply to any rat. chAng •. propose4 ~y a corporation 
p~rsuant to an a4vice letter submitted to' the commission in 
accordance with commission procedures for this means o! 
submission. ~he proce4ures tor advic. lettors may inclu4e 
prOVision tor notice to customers or suDscr~.rs on a case-by
caSe basis, as determin.d ~y the commission. ~he corporation may 
include the notice with the regular bill for Charges transmitted 
to the customers within 45 <1Ays it the corporation operates on a 
~O-day billing cycle~ or within 75 days i! the corporation 
operates on a 60-day billing cycle. It more than one application 
to Chang_ any rate is filed within a single billing cycle~ the 
corporation may combine the notices into a single notiee if the 
ap~lications are separately identified. ~he notice shall state 
the amount ot the proposed rate change expressed in both dollar 
and percentage t.rms for the entire rate change as .... 11 as for 
each customer claSSification, a brief sta~ement o! the reasons 
the change is required or sought,. and the mailing address of the 
commission to which any customer inquiries may bo 4ir.cted 
regarding how to participate in, or-receive ·further notiees 
regardin9 the date" time, or pl.ace of, any hearing on. the 
applicat.on, an4 the mailing ad4ress of the eorporation to which 
any customer inquiries relative to the propose4 rate ehange ~y 
be directed. 

(1:1) ~he commission may adopt rules it considers reason,able and 
proper for .ach cl.ass of public utility providing for the nature 
of the sho ... ing required to be made in support of pro~osed rate 
Changes, the form and manner ot the presentation o! the showin~; 
with or without a hearing, and the proee4ure t~1:Ie follo .... d in 
the consideration thereof. Rules applicAbl.e to eommon earriers 

. may provide for the publication and filing of any proposed rate 
Change together with a writt.n showing in support thereof, giving 
notic. ot the tiling and showin~ in support ther.of to-the 
public~ granting an opportunity for protes'!:s thereto', and to the 
consideration of, and action on, the showing an4 any protests 
filed thereto by the commission~ wi~~ or ... ithout h.aring. -
However, the proposed rate change does not become effective until 
it has been approved by the commis5ion. 

(c) ~he commission shall permit indivi4U4l. public utility 
custom.rs an4 subscribers affected by a proposed rate change" an4 
organizations formed to represent their interests~ to te'st.fy at 
any hearing on the proposed rate change~ except that the 
presi4ing officer n •• 4 not allow r.petitive or irrelevant 
testimony and may con4uet the hearing in. an .ffieient,manner. 
(Amende4 Stats ... 19,74, ch. 194; 1976, cn. 8~5-; 1984,. ch.. 1498; 
1988~ ch. lOS •. ) 

• 
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454.2. Notwithstanding Section 454, the commission ~y, upon 
applieation, establish a Wzone ot rate tre.~omN tor any passenger 
stage transportation service whieh the eommission tinds is 
operating in eompetition with another substantially similar 
passenger stage transportation 5ervice or competitive pas3enger 
transportation serviee from· any other means of transportation, it 
the commission fin~s that these competitive transportation 
services will result in reasonable rates an~ charge. when 
eonsi~ered along with the authorized zone of rate freedom. An 
adjustment in rates or charges within a zone of rate free~om 
establishe~ by the commission is hereby d.emed just an~ 
reasonable. The commission may, upon protest or on its own 
motion" suspend any adjustment in rates or charges under this 
sect:Lon and institute proceedings pursuant to Section 491 •. 
(Added Stats. 1984, ch. 142.) 

455. Whenever any schedule stating an individual or joint 
rate, classification, eontract,. practice" or rule, not increasinq' 
or re5ultinq in an increa5* in any rate, is filed with the 
commission,. it lIIay,. either upon complaint or upon its own 
initiative, at once and if it so orders without answer or other 
formal plea~1nqs by the interested public utility or utilities, 
but upon reasonable not:Lce, enter upon a hearing concerning the 
propriety of such rate, classificationA eontract, praceice, or 
rule. Pending the hearing and the decision thereon such rate, 
classification, eontract .. practice" or rule shall not go into 
.Uect. The period of suspension of sueh rate,. classification, 
contract r praetiee or rule shall not extend beyond 120 days 
beyond the time when it would other"ise CJo into effect unless the 
eommission extends the period of suspens~on for a further period 
not exeeeding six months. On sueh hearing the commission shall 
establish the rates" elassi!ication~, contracts,. praetices". or 
rules proposed, in whole or in part, or others in lieu thereof, 
which it finds to be just and reasonable. 

All such rates, elassifications" eontracts, practiees,. or rules 
not so· suspended shall become effectiVe on the expiration ot JO 
~ay$ from the time of !ilinq thereof with the eommission or such 
lesser time as the eOJllll1ission MY grant; 5ubjeet to- the power of 
the eommission, atter a· hearing had on its own motion or upon 
eomplaint,. to alter or modi!y them.' (Former § 63 (b) .) 

460. No- common earrier subjeet to the provisions of this part 
shall eharqe Or receive any qreater compensation in the aqqregate 
for the transportation of persons or ot a liXe kind ot property 
for a shorter than tor a longer distance over the same line or 
route in the same direetion, within thiz State; the shorter' being 
included within the longer distanee or eharqe any greater 
eompensation as a throuCJh rate than the aggregate ot the 
intermediate rates. Th~$ provision does not authoriZe any such 
eommon earrier to eharge or reeeive as qreat a compensation for a 
shorter as tor a lonqer distance or haul. 

Opon applieation to the eommission a common carrier may, in 
special eases, after investigation, be a:.1thorized by the 
eommission to charqe les5 tor a longer than for a shorter 
dis~nee tor the tran~portation of persons or property; and the 
eo~ssion may from t1me to time prescribe the extent to whieh 
such carrier may be relieved from the operation and requirements 
o~ this section. (FOmer S, 24(a).) 
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461.~. No discrimination in charges or tacilities tor 
transpo~ation shall be made by any railroad or ether 
tr4nsportation comp4ny bet"'een places or persons, or in the 
!acilities tor the tr4nsport4tion of the same c14sses ot freight 
or p4ssengers within this $t4te~ It shall be unlawful tor any 
railroad or other transportation company to charge er receive any 
greater compensation in the agqregat. tor the transportation ot 
passengers or of like lcind of property tor a shorter than t.or a 
longer distance over the SAmG line or route in the same 
direction, the shorter being included within the longer di:s:tance, 
or to charge any greater compensation as a through rate tM:n the 
aggregate of the lnterlllediate rates. 

Upon application t~the commission such company may, in special 
eases, atter investigation, be authorized by the commission to 
charge less tor longer than tor shorter distances tor the 
transportation ot persons or ~roperty and the commission m4y trom 
t1m. to time prescribe the extent to· "'hich such company may be 
relieved trom the prohibition to charge less tor the 10nger than 
tor the shorter haul. The commission =ay authorize the lssuance 
ot excursion and commutation tic~.ts at special rates. 

Nothing contained in this section shall be construed to prevent 
the commission trom ordering and compellinq any ro1lrood or other 
transportation company to make reparation to any shipper on 
account 0' the rates charged· to such shipper beinq excessive or 
discriminatory, provide~ no discrimina~ion will result trom such 
reparation. (M<1.(I. Stats. 1974, eh. 489 •. ) 

486. Every common carrier shall tilo with tne commission and 
shall print and keep open to the P~lic inspection schedules 
showing the rates, tares, charges, and classifications tor the 
transportation bet~een te~ini within this State ot persons and 
property from each point upon its rout~ to all other p¢ints 
thereon; and from each point upon its route to all points upon 
eva!:'! other route leased, operated,.. or controlled .by it: and trom 
Ga~h point on its route or upon any route lease<1, operated or 
controlle~ by it to al~ points upon the route 01' any other common 
carrier, whenaver a through route and a joint rate has been 
establ.:!.shed or ordered bet· ... een any t· ... o such' p01nts. It no joint 
rate over 4 throuqh rout. has been established,. the schedules of 
the several carriers in such throu9n route shall 'show the 
separa':ely established rates, tares,. Charges,.. and classifications 
appUcable to the through transportation. (former § 14(a), 1st 2 
sents. ) 

437. The schedules shall plainly state ~~e places bet~een 
which property and persons will be carrie~, and the 
classification of passengers or property in torce, and shall 
sta':e separately all te~inal charges, s':orage charges, ic1n9 
charges, and all other Charges Which the commission may requ~re 
to be stated,. all privileges or tacilities granted or allowed, 
and all rules • .... hich may in any wbe change,. aftect, or detenrd.ne 
any part,. or tht!! aggt"ega'te ot,. such r"tes, tares" charqes,. and 
class1fica':ions,. or the vall.le 0' tl'l.e ser-rice renc1ered t~ the 
p4ssenget', shipper, or consi9nee.. Schedules shall be plainly 
l'rintad, and copies thereof shall be kOllt by every such carrier 
at suc~ stations or ot!ices· of the carrier and: subject to such 
conditions as the commission may dete~ine and pre$Cribe by or~er 
or ruh. (Former § 14 (a), ~d and. 4th sentl':. amended SUts. 1963, 
ch. 2121.) 

438. Subject 'to such rules as the co~~i$sion may pr.~cribe, 
the schec1ules ot carriers shall be pro~uced and made available 
ror inspection upon the demand of any person. ~he torm ot everl 
Sl.lch schedule shall be prescribed by the commission and shall 
conto~, in the caSe 0' common carrier $Ub~.ct to the Interstate 
Commerce Act and the acts amendatory thereof and supplementary 
thereto, as nearly as pOSSible to·th~ toX':'of sched\lles 
prescribe<1 by the Interstate Commerce commission. (For:ner § 
14.(a), last :3 sents; amende~ St4ts. 196:1,. ch .. 2l21.) 
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491. Unless the cornmis3ion otherNise order$, no chA~qe shall 
be made by ~ny public utility in any rate or cl~ssi!ica~ion, or 
in any rule or contract relatin~ to or affecting any ra:G, 
classificatio~, or service; or ~n any privilege or facility, 
except after ~o days' notice to t~e commis~1on an~ to ~~e public. 
Such notice shall be ~iven by tiling with the commissio~ an~ 
~eeping open tor PUbllC inspection new' sc~edules stating plainly 
the Changes to be made in the schedule or schedules then in 
force~ an~ the t~. when the changes will go into e:tec~. ~he 
commission, tor good cause sho~, may allov ch4nqas without 
requiring the ~O days' notice, by an order specifying the changes 
so to b4i! made, the time when they shall take effect, and the 
manner 'in which they shall ]:)e tiled and pUblished. When any 
change is proposed. in any rate or classification, or i!'l any too 
o~ contract or agreement or in any rule or contract relating to 
or atfecting any rate, cla$sitication~ or service~ or in any 
privilege or facility, attention shall be directed to such change 
on the schedule tiled with the commission, by some character to 
be desiqnAt.e4 by tha cOJllll1ssion, 1lDmadiately preceding or 
to11o\o'in9 the item. (Fonar S 15,.) 

49~. (a) No common carrier sUb~.ct to this part shall en94ge 
o~ participate in the transportat.on ot persons or property, 
between points w,~thin this state, until its SChedules ot rates, 
fares, cnarqes, and classitications have been tiled and p~lish.d 
in accordance with this part~ ... . . 

494. No common carrier shall charqG, demand" collect, or 
receive a difterent compensation for the transportation of 
persons or property, or tor any service in. connect10n ther ..... ith, 
than the applicable rates", tares, an~ ch.arges specified in its 
schedules filed and. in effect at the t1me, nor shall any such 
carrier refund or remit in any manner or by any device any 
portion of tha rates~ fares, or char~es so' .pacified., except upon 
order ot the commission as provided ~n th1s part, nor extend to 
any corporation or person any privilege or facility in the 
transportation of passengers or property except such as are 
regularly and uniformly extended to all corporations and persons. 
(Former § 17(a)2.) 

496. (a) For purposes of this sec~ion --
(1) ~h. term wcarrier'" means any common. carrier su~;ect to 

requlat10n ~der this part. 
(2) The term "'antitrust :LawsII' means the provisions of Chapter 2 

(commenCing with Section 16700) of Part 2 0: Oivision 7 Of the 
Business and Protessions Code, relating to combinations in 
restraint ot trade~ 

(b) Any carrier which is a party to an aqreement between or 
among two or more carriers relating to rates, fares, 
classifications; divisions" allowances, or chArges (including 
charges between carriers and compensation paid or received tor 
the use of facilities and equipment), or rules and reg\1.lations 
pertaining thereto, or procedures tor the joint consieeration, 
initiation or establishment thereot, may, under such rules and 
reg\l.lations as the comxnission may prescribe, apply to the 
conunission tor approval. ot the Agreement" And the cOM.i.ssiol'l 
shall by order approve any such agree~ent, if approval thereo! i~ 
not prohibited by subdiv:!.sion (dl" (el, or '!l t it i~ finds that 
the agreement and rules~ regulations, an4 proeedures provi4.~ tor 
the operation thereof are f.air And re4~ona~le and not contr3ry to 
pu~:Lic policy: o~.rwise the appl.ication shall be denied. The 
approval of the commission,'shall be granted on.1y ~pon such. ter.ns 
and con<1itions as the commission 1IIay prescribe as 'necessary to 
enable it to'grant its Approval in accordancevith, this 
sub<1iv:l.s"ion~ , 
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(e) Each conterence, }:II,,lreau,. committee, or othel:' otgan.1.zation 
esta~lished or continued pursuant to any agreement a,proved ~y 
the commission under the provision~ of this see~ion ~hall 
mainta1n such accounts, records,. tUes,. And memoranda And ShAll 
sUbm1t to the comm1ssion such reports, as may ~e prescribed by 
the commission, and. all such accounts,. records,. tiles,. and 
memorand.a s~ll be suDject to inspection by the commission or its 
duly authoriZed representatives~ 

Cd) The commission shall not approve under thi: seetion any 
agreement between a carrier by highway and a carrier by rail 
unless it finds. that the agreement is ot the charact~r d.escribed 
in subdivision (~) and is HmJ.ted to ma.tters relatinq to . 

. transportat10n under joint rates or over through ro~,,:es .. 
(e) The commission shall not approve under this section any 

agreement which it tinds is an agreement with respe~ to the 
pooling or d:i.vision ot trat!:i.c .. service, or earn1ngs. unless the 
commission !1nds that the agreement w.1.11 be in the interest of 
better serv1ce to· the public or ot economy o! .operat;~on resultl.ng 
11'1 efficient utilization ot fuel and will not und.uly restrain 
compet1tion. 

(t) The commission shall not. apprO'Ve un~C!r this sec'tion any 
aqreement wh~~h estab~ishes a pro~e~ure tor the dete~1nation ot 
any matter through joint consideration unless it find$ that un4er 
the aqre.ment there is accorded to each party the tr4le and. . 
unrestraine4 right to take independent action either ~e!ore or 
after any determination arrived at throuC]h auch proc4ldure. 

(g) The eommission may, upon complaint or upon :i.ts own 
. initiative without com~laint, investi9ate an4 determ!ne whether 

any aqreement previously approve4 by it under this sl!etion, or 
any term· or condition upon which the approval was granted., is not 
in conformity with sUbcU.vl.sion (l), or whether any such term or 
condition is not necessary tor purposes ot contormity with 
subcUv:Lsion (l:I). Attar the investiqation., the cO'lllmission may l)y 
order terminate or modify its approval of such aqreement it it 
finds such action necessary' to insure contormity with suDdivision 
(l:I), an4 may mOdify the terms and conditions upon which the 
approval was granted to the extent it finds necessary to insure 
conformity with sul:x1ivi.sion (l:I) or to· the extent 1t finds the 
terms and conditions unnecessary to· i1'\$ure such conto~1ty. The 
ettective date ot any order ter.minatinq or mOdifying approva~, or 
modifying terms and condition5,. may ~e postponed tor such periOd. 
as the commission determines is reasonably necessary to avoid 
W'ldue hardship~ 

(h) No order shall ~. entered under this section except after 
interested parties have been afforded reasonable opportunity tor 
hearing~ 

(i) The parties to any agreement approved l:Iy the commission 
under this section an4 other persons are, it-the approval ot the 
agreement is not prohibited by s@division (d), (e), or (t),. 
hereby exempted trom. the antitrust laws w·ith resp.ct to- the 
agreement under the te~$ and conditions prescribed Dy the 
commiss10n. 

(j) Any action o! the commission under this s«ction in 
approving an aqreement,- or in deny~n9 an application for such 
approval, or in terminating or modifying its approval of an 
agreement, or in prescribing the terms and cond.itions upon which 
its aIi~roval is to be granted,. or in m04itying such·tar.:ns and 
conditions,. shall be construe<1 as having e!teet solely with 
referenee to· the appl'icability ot subdivision (i).· (Added Stats .. 
1973, . ch.. 9087 amend«<1 Stats. 1980,. ch. 106:3-.) 

.. 
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701. 'the commission 'may supervise an~re9Ulate evory p~lic 
u~ility in the St~te an~ may ~o· all things, whether specifically 
~esiqnate~ inthi~ part or in a~~i~ion there~o, waich are 
necessary an~ convenient in~he exercise ot such power and 
jurisdiction. (For'mer § 31.) 

726. :t is the policy ot the State in rate ma~ng·to ~e 
pursued by the commi5sion to .s~lish such rates as will promote 
~e fr •• ~om of movement :by carriers ot agricultural commO<!ities, 
including livestock, at 'the lowest la~ul rates compatible ~ith 
t~e maintenance ot adequate transportation service. 

In any rate proceeding where more than one type or class ot 
carrier,. as detined in this part or .in the Hiqhway carriers" Act, 
is i.nvolved" the col'tlll'lj,sslon shall consider all such types or 
classes ot carriers,. and,. pursuant to the provislons o! this part 
or the Kighway Carriers' Act~ fix as minimum rates applicable to 
all such types or classes ot carriers the lowest ot the lawtul 
rates so determined for any such type or class ot carrier. Tbis 
provisi.on does not prevent the commission from granting to 
carriers :by water such differentials in rates as are permitted 
under other provisiOns ot la~. (Yormer § 32(d).) 

730. The commission shall, upon a hearinq, deter'mine the kind 
and character of facilities an~ the extent ot the operation 
thereof, necessary reasona~ly an~ a~equa~ely to meet p~lic 
re~irem.nts tor service furnished :by common carriers between any 
two or 'more pOints-,. an~ shall fix an~ ~etend.n. the 'just,. 
reasonab~e, an~ s~!ficient rates for s~ch service. Whenever two 
or more common carriers are turnishinq service in com~etition 
with each other, the commission may, atter'hearing~. when 
necessary for the preservation of aOequate service ana when 
pUbliC interest aemands,. prescribe uniformrates~ 
classifications"rules,. and practices to· be charqed,. collected,. 
an"- o~served.~:f All. 510lCh common. carriers .. (Former § 32(e).) 

731.. Whenever the commission, atter a hearing, tinds tl'l4t any 
rate or toll for the transpo~ation of property is lower than a 
reasonable or suffici.nt rate anO that the rate is not ~usti!i.d. 
by actual competitive transpo~ation rates ot competin~ carriers 
or the cost ~t other means ot transportation, the comm.ssion ' 
shall pre~cr~:be such rates as will provide an equality of 
transportation rate~ !or,tha transportation ot property ~etween 
all such competing a~enc~es of transportation. When in the 
;uOgment of the comm~ssion a Oif!erential is necessary to 
preserve e~ality ot competitive transportation con~itions a 
rel£sonakll.e ~i!terential bet· .... e.n rates of common carriers kI~ rail 
anO water tor the transportation of property may be mainta1ned by 
such carriers~ an~ the commission may by oraer require the 
est~l.ishm.ent of such rates.. (For.ner § :32-1/2'''' 
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3662. The cou1.lSs10n shall, upon complain't or upon i't5 own 
ini'tiative without complaint, establish or approve jus't, 
rea=:onal:lle, and nond.iscrillUnatory maximwn or minilnWll or maximum 
and. min1.mum-rates 'to be Charqe4 by any hi9hway permi't ~Arrier tor 
the transportat1on ot property and. tor accessorial service 
perton.ec1by it. 

In establishinq or approvinq such rates~ the commission shall 
give d.ue consideration to, the cost of all Of the transportation 
services performed, includ.ing l.nqth of haul" any ad.d.itional 
transportat10n service perto~ed.~ or to· be perfor=ed., to, from, 
or beyond the regularly established ter.m1n1. ot common carriers or 
ot any accessorial service, the value of the commodity 
transported, and the value of the facility reasonably necessary 
to perform 'the transportation service.. (Add.ed. Stats .. 1951, cll. 
"(64. ) 

3666.. U any highway carder other than a highway common 
carrier desires to pertorm any transportation or accessorial 
serv1ce at a lesser rate than the minimum established. rates,. the 
commission shall, upon finding that the proposed.· rAte is 
reasonable, author1z. the lesser rate tor no~ more than one year. 
(MeSad.: Stats. 1951,. ch. 764: amended Stats. 1959,. (1)..: 1566; 1986, 
ch. 336".) , 'i 

(END OF APPENDIX B) 
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GENERAL ORDER. 80-C 

PUBLIC UTILITIES COMMISSION OF THE 
STATE OF CALIFORNIA 

RtTLES GOVERNING THE CONSTRUCTION AND FILING OF TARIFFS BY 
HIGHWAY COMMON CARRIERS, FREIGHT' FORWARDERS·, E:Q>ImSS 
CORPORA1'IONS, AND SCHEDULES FILED BY CER'rAIN HIGHWAY 
CONTRACT CARRIERS 

Adopted October 12, 1989. Effective Nove~er 1l, 1989. 

Decision 89-10-039 in I.S8-0S-04& .. 

ROLE A APPLICATION AND SCOPE 

A.l This General Order governs the construction and filing of: 

a. Tariffs by highway common carriers, freight fOrw'arders and 
express corporations; and 

b. Scbedules by highway eontraet earriers tor transportation 
subject t~ General Order 147 series • 

A.2 Tariffs and contract rate schedules.,. filed on or after the 
effective date of this General Order shall be constructed and 
filed in conformity with the' rules herein established. 

A.3 Tariffs tiled prior to the effective date of this General 
Order need not be reissued ~ecause o~ the issuance of this 
General Order .. Supplements, amendments or revised pages filed 
on or after the effective date of this General Order,. however, 
shall be constructed and filed in conformity with the rules 
herein estal:>lished .. 

RULE 1 DEFINITIONS 

HCarrierH means a highway common carrier, a highway eontract 
carrier, a freight forward.er, or an express corporation. 

"Common carrierH means a common carrier sUbject to· this general 
order .. 

NContract carrierN means a highway contract carrier sUbject to 
this general order. 

NContraet Rate Schedule" (sehedule) means the pUblication of a 
hiqhway contract carrier which include$ the rates, routes, 
distances" classifieations,. etc.,. including supplements., amendments 
or revised. paqes,. or re'issues, and which is on file with the 
Commission • 
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"Governing PUblication(s)H means those' publications which ~overn 
the application of a common carrier tariff or contract carr~er rate 
schedule. Each governing publication shall ~e on tile and 
authorized tor use tor the concerned carrier by this Commission. 
Examples of such publications are: 

Distance Table 8: and/or the Optional All Points to All Points 
Table for Distance Table 8· issued by the Commission, and 
~endments or reissues theret07 

Hazardous Materials Tariff A'rA,. 111-<7 (Cal. PUC 17 of AInerican 
Trucking Association, Inc., Agent), including supplements and 
reissues 7 

National Motor Freight Classification NMF 100-M (CAL. POC 24 of 
National Motor Freiqht Traffic Association, Inc., Aqent), 
includinq supplements and reissues (also reterred to as the 
"Governing ClassiticationH). . 

WRate bureauH means each conferenee, bureau, committee or other 
orqanization approved by the Commission under PUblic utilities Code 
(Code) Section 496 and authorized to· enqage in collective 
ratemakinq • 

"Tariff means the publication of a hi~hway common carrier, freight 
forwarder or express corporation conta~ninq rates and rules, 
operating riqhts., routes, distances,. classifications, etc., 
including supplements, amendments or revised pages, or reissues, 
and which is on file with the Commission. 

wTariff or Contract Rate Schedule Publishinq Agent* means an 
individual or corporation authorized by a common carrier, freight 
forwarder or express corporation to- publiSh tariffs on its ~half 
or.a contract carri~r to· publish sChedules on its behalt. 

R'O'LE 2 EXCEP'I'IONS· 

The provisions of this General Order do- not apply to 
transportation ~y independent contractor subhaulers when such 
transportation is- performed tor other carriers. However, when there 
is a unit of o'W'Ilership,. manaqement or control ~etween-the principal 
carrier and the consignor, consi9'Xlee or debtor,. sUbhaulers enqaqed 
~y a principal carrier shall ~e paid 100% of the rate of the prime 
carrier. -
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ROLE 3 REFERENCE TO PUBLIC UTILITIES CODE 
PROVISIONS 

3.1 Unless the Commission otherwise orders, or provisions of 
another General Order apply,. a rule or rate in a tariff or 
contract rate schedule Shall not go intoettect on less than 
30 days' notice. 

3.2 The carrier shall observe all pertinent sections of the Code~ 
This- General Order's requirements are in addition to and 
supplementary t~ those Code provisions regarding the 
preparation, construction and tiling of tariffs shown in the 
Code .. 

3.3 General Order 147 Series and the Commission's Rules ot 
Practice and Procedure are applicable to the tiling of formal 
applications for rate and taritt changes before the 
commission. ' 

RUI.E 4 FILING 

Filinq--Taritts and schedules shall:be tiled with the com:mission 
in duplicate in one package, and shall be delivered or addressed 
to: 

California Public Utilities Commission 
Truck Tarif! Section, 2nd floor 
50S- Van Ness Avenue 
San Francisco, california 94102· 

A receipt can only be obtained by enclosing'a duplicate of the 
carrier's letter of transmittal with the requ~~st tor a receipt 
which will then be stamped and returned as a receipt. A stamped, 
selt-addressed envelope shall be included. 

RULE S AUTHORITY AND RESPONSIBILITY 

5.1 Authority--All taritfs, schedules, and their amenclments and 
supplements" including any rate item changes, shall cite the 
authority from the Commission tor their publication, except as 
otherwise provided :below. 

A contract carrier may tile a rate sched~le that contains 
rates some of which, or all, are not retElrenced in any 
contract. These rates will be accepted only if the contract 
rate schedule includes the following statement: 

HRates in this contract rate schedule apply only when they 
are specifically referenced in a. eontrac;:t which (carrier's 
name) has- filed with the Commission .. * 
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The contract rate schedule shall clearly indicate which rates 
in the schedule are reterenced in a contract the carrier has 
filed with the commission and have been justified And approved 
by the Commission~ and which rates in the sch~dule are 
required to- be justitied it referenced in a cl~ntract ... 

5.2 Responsibility--It shall be the responsibility of the earrier 
to· maintain tariffs and sehedules at all time:> in a current 
condition. 

R'OI..E 6 FORM OF TARIFFS AND SCHEDULES 

6.1 Form--Tarifts and schedules shall be filed in book (palnphlet) 
or loose-leaf torm. Tariffs and schedules shall be plainly 
printed, mimeOC]%'aphed,. typewritten or reproduced. by other 
durable process on paper of good quality. Dot matri~ printed 
pages shall be a sufficient· contrast to: be easily readable and 
readily reproducible by ordinary commercially marketed copy 
machines .. 

6.2' Permissive Alternative--Rules 6.1,6.S(b), and (c), 6.6(b), (c) 
and (d), 6·.7 (a), (b), (c), and (d), 6.8, 7.1,. 7.2, 7.3 and. 7.4 
may be waived only on tariffs which contain both interstate 
and california intrastate rates. Such publications may be 
prepared in conformity with the regulations of the Interstate 
Commerce Commission in Title 49 Code of Federal Regulations 
Part 1312, prov:i.ding orders of this commission are complied 
with. 

6.3 Size--Tariffs and schedules shall be not less than 8 by 10 1/2 
inches nor more than 8 1/2' by 11 inches in size .. 

6.4 California P. TJ .C. NUlIiber--Eaeh carrier shall file tariffs and 
schedules under its own. consecutive numbers beqinning with 
CA.P .. U.C.No.l for its tariffs and CA.P.TJ .. C .. 1 for its· 
schedules. An agent shall tile under its own series ot 
CA .. P.U.C ... nUJ:Dbers beginning with CA. ... P.TJ.C. No·. 1 tor its 
tariffs and CA.P.U .. C. No·. 1 for its schedules. separate 
tariffs or schedules shall bear separate CA.P •. U.C_ nu:mbers ... 
The assi~ed CA .. P·.O' ... C .. number in the series of the carrier, 
bureau, or ag'ent initially issuinq the tarift or schedule 
shall be retained. throughout the life of each type of 
publication .. 
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6.5 Title Paqe--Tb.e title page of each tariff or schedule shall 
show: 

(a) 

Cb) 

(c) 

(d) 

(e) 

The CA.P.U.C. number of the tariff in either the upper 
left-hand corner or upper right-hand corner and 
immediately thereunder the CA.P.T!.C. nWllber of any 
tariffs or schedules canceled thereby. 

The name of the issuing carrier, bureau or agent, and the 
name and address of the issuing officer or agent. 

A statement indicating the kind of tariff, i.e .. , whether 
it is a tariff of rates, classifications, distances, 
scope of operations, etc .. 

A carrier's individual tariff or schedule shall show its 
CA. "T" No-, as well as any desiqnated identification 
contained in the National Motor Freight Association's 
"Directory of Standard Multi-Modal carrier and ~ariff 
Agents Codes.'" 

The date on which the tariff or schedule will become 
effective in the lower right-hand corner • 

6.6 Loose-Leaf ~ariff orSchedule--Each paqe or supplement of a 
loose-leaf tariff or schedule shall show: 

Ca) 'rhe assiqned. CA.P·.'O'.C· .. n~er of the taritt on schedule in 
either the upper lett-band corner or the upper right-hand 
corner. 

Cb) The name of the issuinq carrier, :bureau,. or agent; and the 
name and address of the issuing offieer or agent. 

(C) The page number; e •. C; .. " "original Paqe l," "Oriqinal Page 
2," "Third Revised Page 3," etc. 

(d) The date on which the page will become effective (or 
appropriate reference thereto), in the lower right-hand 
corner. 

(e) On an original tariff or schedule whieh has not yet :been 
aceepted for filing :by the staff the effective date need 
only be shown on the original or Revised Title Page. Each 
subsequent original Page whieh is submitted as part of the 
original filing shall showreterenee to the·~itle Page tor 
the effectivecIate of the taritf. 
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6.7 Contents ot 'l'aritf or Sehedule--A Sched.ule shall contain only 
those provisions. shown in Rules 6.7'(a),. (C), (d),. and (g). A 
tariff shall contain all of the following: 

(a) A. Table of Contents. 

(0) The name of each participating carrier when a bureau or 
agency tariff is involved. 

(C) Reference to other publications which govern the 
application of the tariff or schedule,. such as: 
classification, distance table,. and scope ot operations. 

(d.) An alphabetically arranged. index of all articles or 
generic grou~ings upon which commodity rates are n4med or 
rat1ngs prov~dedwith reference to· the items or pages 
where rates or ratings are placed. . 

(e) Tariffs naming rates or distances shall contain a complete 
description of each carrier's certificated operative 
rights. Governing scope of operations which are properly 
cross-referenced t~the other tariff$ of the carrier in 
accordance with Rule 6·.7 (ll) will satisfy this 
requirement. 

(t) When routes are required tor purposes of rates or charges, 
the routes or named points shall be clearly described and. 
defined in the tariff. Point-to-point rates shall show the 
route or named points over which intermediate application 
is available or cite the authority qrantinq relief from 
Code Sections 460 anel 461 .. 5. . 

(g) Each tariff or schedule shall have the following rule in 
its entirely: 

WWhenever a class rate and a commodity rate are named 
between specified points, the lower of such rates is the 
lawful rate." 

"In the event two or more rates are named in a tariff, 
tariffs, or schedules ot the carrier tor the same 
transportation, the lower shall apply." 

In the event that a combination of rates makes a lower 
aggregate through rate than a sin~le rate,. the lower 
combination shall.apply. The. carrl.er shall ilD:mediately 
publish the lower combination rate., 
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Except tor governing pUblications such as a Distance 
Table~ Classitication, or Hazardous Materials Tarift, all 
taritfs which a carrier issues or in which it participates 
or concurs shall be cross-referenced. carriers may use a 
named governinq tariff such as a scope of operations 
tariff for listinq all of their tiled tariffs. All 
bureaus, aqencies and individuals shall cross-reference 
those tariffs.of related application Which the carrier has 
on tile with· the Commission. 

6.8 Amendments--

(a) 

(b) 

Book (pamphlet) tariffs shall be a=ended by tiling 
s~pple:ents constructed generally in the same manner and 
arranged in the same order as the tariff beinq amended, 
and referring to the paqe,. item, or index of the taritf 
or previous supplement which it amends. 

Loose-leaf tariffs or schedules' shall be amended by 
tiling new pages on which changes are made a~ 
consecutively numbered revisions of the previous pages, 
e.g.,. If'First Revised Page lO cancels Original Page 10.1f' A 
loose-leaf tariff may be cancelled by supplement • 

(c) Uniform· sYlDbols. shall be used. to indicate ehar1qes as 
follows: 

Letter (A), (a)., or to· ind.ieate increases. 

Letter CR), (r), or to' indicate recluetions .• 

Letter (C), (c), or to indicate a change resulting in 
neither increase nor reduction. . 

(d) The following syW,Jols shall be used only tor the purposes 
indicated: . 

w to show ne~' :aterial ad.ded to the tariff. 

+ to· show If'Applicable to intrastate traffic only.* 

to· indicate "Applicable to' interstate traffic only." 

r Jto indicate reissued matter. 

to indicate no- change, as provided in Rule & .. S(e) • 
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When chang'es of the same character are maCle ,in all or 
substantially all rates in a tariff r schedule, supplement 
or loose-lea! paqe, that tact and nature ot the chanqe 
may ~e inClieated on the title paqe, supplementr or the 
top ot a loose-leaf page ot the tariff or schedule.. In 
this. event, the sYlDbol" "shall})e used to' indicate a 
rate to. which no change bas been made .. Any other cluLng'e 
not indicated in the qeneral statement shall bear the 
appropriate symbol(s) in Rule 6.8(e) or (d) .. 

ADOP'l'ION OF 1'Aru:FFS 

7.1 Adoption Notice--When operative rig'hts of either a common or 
contract carrier are transferred trom the operating eontrol of 
one company to. that of another, the succeeding carrier shall 
issue an adoption notice in the form of a one-paqe document, 
8 1/2 by 11 inches in sizer in which the successor company 
accepts and establishes as its own all the affected tariffs, 
scned.u1es, and other instruments issued by or on behalf of the 
predecessor company in accordance with the Commission order 
authorizing' the transter ot the operative riqhts. Three copies 
ot the adoption notice shall be tiled with the Commission. 

7.2 Copies to Ag'ents and carriers--Coneurrently with the tilinq of 
an adoption notice with the Commission, a copy ot the adoption 
notice shall be furnisbed to eacb aqent and each carrier 
publishing tariffs or schedules containing' rates or other 
provisions in which the predecessor carrier participates .. 

7.3 Supplements--In addition to .. the adoption notice required by 
Rule 7.1, the successor carrier shall supplement or re'issue 
each taritt or schedule by the predecessor company indicating' 
that the tariff or schedule has been adopted ~y the successor 
company, such filing to be made in accordance with the 
Commission order authorizing' the transfer • . 

7.4 Chang'e of Name--When a carrier cbanqes its leqal or fictitious 
name, without transter ot control trom one company to another, 
it shall immediately amend taritts or schedules issued by it 
to show the new name ot the company. The carrier sball also 
immediately intorm, in writing', all aqents or other carriers 
issuing' tariffs in which it participates of the change in 
name, and sueh agents or carriers shall promptly amend such 
tarifts to· show the ehang'e in namep 1'he tariff or schedule 
amendments shall show the new name ot the carrier and its 
former name" tor example:: II'ABCTransportation Co·. (for.merly 
XYZ Trueking Co.) ,It and shall Show that they are filed under 
authority of this rule~ 
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RULE 8 POWERS OF AT'I'ORNEY AND CONCO'RRENCES 

8.1 Issuance .. 

(a) 

(b) 

Each carrier shall issue a power of attorney to eaeh 
aqent publishinq an agency tariff in which the carrier 
partieipates. . 

Eaeh carrier shall issue a concurrence to each other 
carrier which publishes a tariff in which the former 
carrier participates. 

8.2 Filing--Powers of attorney, concurrences, and revocations. of 
powers of attorney and concurrences shall ~e made avail~le 
upon request from the Commission or its staff. 

S.3 Revocation by Carrier--Powers of attorney and concurrences may 
~e revoked ~y the carrier ~y furnishing to the tariff 
publishing agent a revocation notice specifying the effective 
date of such revocation. ,The notice shall be sent by certified 
or registered mail at least 60 aays before the effective date 
of revocation. 

RULE 9 REVOCA1'ION OF CARRIER PAR1'ICIPATION BY 
TARIFF AGENT' 

9.1 Proeedure--A carrier's participation in any aqeney tariff may 
be cancelled by the tariff agent issuinq such tariff without 
the request or consent of the carrier, providinq the 
procedures specified in Rule 9 are followed precisely. 

9.2 Prior Notice--Tariff pUblishinq agents proposing to terminate 
their agency relationship with any carrier, and to cancel the 
carrier's participation in any agency tariff, shall give 
notice in writing to· the carrier and to- the Commission not 
less than 90 days before the proposed date of termination and 
cancellation. The Cancellation Notice shall De in the form 
provided in'Rule 9.5. 

9.3 Tariff Filinq--Unless the Cancellation Notice is rescinaed as 
providea in Rule 9.4, the cancellation of the earrier's 
participation in the a~ency tariff shall be made etfective on 
the precise effective date speCified in the cancellation 
Notice, :by an appropriate tariff amenament file<i,with the 
Commission'not less than 30 days prior to· said effective date • 
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9.4 Rescission of Notic::e--It the tariff publishing agent clesires 
to' rescind the cancellation Notice~ the aqent shall give 
notice in writinq to the carrier and to the Commission not 
less than 3·0 days prior to· the scheduled date of termination 
and eancellation of the agency relationship.. 'rhe Rescission of 
cancellation Notice shall ~e in the form provided in Rule 9.op 

9.5 Form of Cancellation Notice--The Cancellation Notice specified 
in Rule 9.2 shall be on paper e 1/2 ])y 11 inches in size,.. and 
shall be in a form sUbstantially as follows~ 

CANCE~XON NOTICE 

To· ________________ ~ ____ ~~--~~-----------------------
(Name of carrier) Oate of Notice __________________________________________ _ 

You are hereby notified that the agency cre~ted by the Power 
of Attorney issued by you to the undersigned is terminated 
on the effective date shown below •. 

Your participation in tariff(s) issued by the undersigned, 
as identified below, will be cancelled on the effective date 
shown • 

You are cautioned that cancellation of your participation in 
such tariffs will leave you without rates on file with the 
california Pul:Ilic Utilities Commission. It is your 
responsibilit~ to arrange tor the filinq with the California 
Public Utilitl.es Commission of tariffs required by Section 486 
of the California Public,Utilities Code~ 

Name and Cal. P.U .. C. Numbers of Tariffs:, 

Effective Date of Termination of Aqeney' and. caneellation of 
Rates 'It 

"''rhe agent sllall not insert a, date less than 90 days after the 
Date the Notice is ree~iv~d by the Commission. 

By ____ ~~~~~~ __ ----_ 
(Tar itt Agent) 

• 
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Instructions:. This Notice shall be furnished by the aqent to 
the carrier by registered mail at least 90 days before the 
effective date of termination and cancellation. A true copy of 
this Notice shall be tiled with the PUblic Utilities 
commission of the State ot california~ Truck Tariff section--
2nd floor, 50S. Van Ness Avenue, San FranciSCo, california, 
94102, at least 90 days before said effective date. 

9.6 Form of Rescission of CAncellation Notice~-The Rescission of 
cancellation Notice specified in Rule 9.4 shall be on paper 8 
1/2 by 11 inches· in size, and shall be in a for,Q substantially 
as fOllows: 

To.· ____ ~~--~~--~------(Name of Carrier) (Date) 

The cancellation Notice issued to· you by the undersigned on 
~ ______ ~ to terminate the agency created by the' Pow~r of 
Attorney issued by yout~ the undersigned,. is hereoy 
rescinded .. 

tour partiCipation in tariff(s) issued by the undersiqned, as 
identified below, will not be canceled • 

Name and Cal. P".tT.C. Numbers of Tariffs. 

By ________ ~~~~--~--__ -------
(Tar1~~ Agent) 

Instructions: This Rescission shall be furnished to· the carrier 
by the Tariff Agent by registered mail at least 30 (lays before the 
effective date of the scheduled termination and cancellation stated 
in the wCancellation NoticeH which it rescinds. A true copy of this 
Rescission shall be filed with the PUblic Utilities Commission of 
the State of California, Truck Tariff Section--2nd Floor, 505 Van 
Ness Avenue,.. San Francisco,. California 941.02,. at least 30' days 
betore said effective date. 

·Approved and dated OctoDer'12', 1989, at San Francisco,. California. 

POSt::.=- 'OTIL. I. TIES CO~~ON' 
fJF /~r:J.Jj 1TATE. 070tLIF~rA •. 

{AI th;~ r/Z:;-';j~/..:J 
/ 

By Wesley Franklin 
Acting Executive Director 

(END <?F APPENDIX C) 
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GENERAL ORDER 147-B 

PUBLIC UTILITIES COMMISSION OF THE 
STATE OF CALIFORN~ 

RULES GOVERNING TARIFF FILINGS BY COMMON CARRIERS AND CON'I'RAC'I' 
FILINGS BY CONTRACT CARR:tERS 

Adopted October 12, 1989. Effective November ll, 1989. 
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RULE 1 - APPLICATION AND EXCEPTIONS 

1.1 Tariffs, contracts, and contract rate schedules, 
supplements, amendments, or revised paqes filed on or 
after the effect;i.ve date of this General Order shall 
conform with the rules herein established. 

1.2 When provisions of this General Order are in eonflict with 
the Commission's Rules of Practice and. Procedure,. the 
provisions of this, General order shall apply. 

1.3 Except as otherwise provided, the carriers listed :below 
are subject to this General, Order: 

(a) Highway common carriers as defined in Public 
Utilities Code (Code) Section 213~ 

(b) Highway contract carriers as detined in code Section 
35,17. 

1.4 The provisions ot this General Order do not apply to 
transportation by independent contractor sUbbaulers when 
such transportation is performed for other carriers • 
However,. when there is. a unity of ownership, :tnanaqement ,. 
or control between the principal carrijar and the 
consignor,. consignee or debtor, subhaulers engaged by a 
prinCipal carrier shall be paid 100% of the rate of the 
prime carrier. 

1.5 The provisions ot this General Order do not apply to rate 
exempt transportation by hiqhway common carriers or 
hiqhway contract carriers, nor do they apply to 
transportation performed by individual earr1ers which has 
been specifically exempted :by Commission order. 

1.6 The prOVisions of this General Ord.er d.o not apply to 
transportat;i.on governed by General Orders 149 Ser;i.es, 150 
Series, or 151 series .. 

RULE 2 - DEPARTURES 

Departure from the provisions o! this General Order may ~e 
qranted upon formal applieation to- the' Commission and. after the 
commission finds that such departure is reasonable ana 
necessary • 

.. 
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For the purpose ot this General order and when used in tariffs, 
contracts, or contract rate sche~ules filed under this General 
Order, the definitions for the following terms shall apply: 

3 .1 Commeneing- with D. , *Base Rate* means. the 
lowest rate legally on lile within th1e last 12 month..c:.. 
Refer to Rule 7 for requirements on ehanges to base rate. 

3.2 *Carrier's Equipment* means any motor truck, tractor or 
other hi~hway vehicle,. trailer, semi trailer, or any 
combinat10n ot such highway vehicles, operated by' the 
carrier or its subhauler. 

3.3 *Commission" means the PUblic Utilities commission of the 
State ot california. 

3.4 *common carrier* means every highway common carrier 
described in Rule 1.3(a). 

3.5 *Common Carrier Contract" means a contract tor common 
carrier service tiled by a contract carrier that also 
hol~s common carrier authority. A eommon carrier contract 
must be desiqne~ t~ yield rates equivalent to the 
carrier's filed tariff rates. 

3.6 "Contract" means a bilateral aqreement in writing Whieh 
l:>in~s both contract carrier and. the eonsiqnor, consiqnee, 
or other party to good faith performance. Contracts tor 
eommon carrier service shall be limited to-two years. For 
terms of contract, see Rule 6. 

3.7 "Contract Carrier" means every highway eontract carrier 
described in Rule 1.3(l:» 

3.8 "Contract Rate Schedule" means a publication containing 
the rates an~ charges ot contract carrieres), including 
rules, regulations, an~ provisions governing the 
service (s) of the carrier (s). 'rhis includes supplements, 
amendments, revised pages, or reissues of the pUblication 
filed by contract carriers. 

3.9 HEquivalent Rate" means a common carrier contract rate 
which, when filed,. produces the same charg'e as d.oes the 
common carrier's tariff rate applied to, the same shipment 
or shipments • 
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3.10 "Governinq Publication(s)" means those publications which 
qovern the application of a common or contract carrier 
rate. Examples of such publication are: 
Distance ~able S and/or the Optional All Points to All 
Points ~able tor Distance Table a issued ~y the 
Commission, and amendments or reissues thereto; 

Hazardous Materials Tariff ATA, 111-I (cal. POC 19 of 
American Truckinq AssOCiation, Inc., Aqent) includinq 
supplements and reissues; and 

National Motor Freiqht Classification NMF lOO-P (cal. POC 
28 of National Motor Freight Traffic Association, Inc."', 
Agent), including supplements' and reissues (also refetted 
to as the "Governinq ClassificationH ). 

3.11 "Independent Contractor/Subhauler" means any ~arrier Who 
renders service for a principal carrier, for a specified 
recompense, for a specified result as to tlie wor~ only and 
not as to· the means by which such result is accomplished. 
This term includes sUb-sUbhaulers when such carriers are 
enqaqed by other sUbhaulers • 

3.l2 "Point" means a particular city, town, community, extended 
area, metropolitan zone, or other area which is described 
or named in a tariff or contract rate schedule for the 
application of rates. 

3.l3 "Rate" means the figure stated· in cents, dollars and 
cents, or their fractions, includinq the c:harqe, and also·, 
the minimum weic;ht or volUlDe and rules or conditions 
qoverning the application of the rate,. and any accessorial 
charqes to· be used in computinq the charge on the property 
transported .. 

:3 .. l4 "Rate Sure au" means each conference,. ~ureau,. committee, or 
other organization established or continued under any 
aqreement approved by the Commission under the provisions 
of PU Code Section 496. 

3.l5 "Rate Exempt ~ransportationW means transportation of 
commodities or transportation within the ge~aphio areas 
descri~ed in the most recent Commission pUb11eation, 
including any revisions, entitled 6Commodities and 
Geoqraphic Areas· Exempt From Rate RequlationH • 

3.l6 "Special Contract" means a contract for service or under 
eonditions which: (1) are not normally provided under 
eommon carrier tariff rates ~y any carrier,. and/or (2) 
Which provide for a special,. continuing relationship· 
between the'oarrier and the' shipper • 
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3.l7 NTariffN means a publication containing the rates ana 
charges of common carrieres) includin~ operating ri~hts 
(Scope of operations), rules, regulatl.ons, and. provl.sions 
governing the service(s) of the carrieres) ineludinC] 
supplements., amenCl:ments, or revised pages or reissues. 
Refer to· General Order &0 Series tor rules C]overning 
construction and filing ot,tariffs .. 

3.lS *Variable Cost CAleulation* :means a formula usinq carrier 
specific and Commission-established data to determine an 
individual carrier's, floor price, as descriDed in 
D. (Refer to Rule 7.4.) 

3.19 NZone of Reasonableness* means a zone within which common 
carriers. may individually set rates without further 
Commission approval. The upper end of the zone is 
cumUlative rate increases. greater than 10% over a l2-month 
period.- (Refer to- Rule 7.2-.) The lower :bound of the zone 
is variable cost.. (Refer to Rule 7.4.) 

RULE 4 - FILING PROCEDTJ'RES 

4.l TWo copies of tariff, contract, and contract rate sehed.ule 
filings, including any supplements or amendments, shall be 
delivered or mailed to: 

California Public Otilities Commission 
Truck Tari!f Section - 2nd Floor 
50S- Van Ness Avenue 
San Francisco-, CA 94l02' 

4.2 Rate Filing Transmittal and Date Filed 

(a) 

():) ) 

All tariff, contract, and contract rate schedule 
filings shall be accompanied by a letter of 
transmittal, which shall provide: (l) The carrier's 
name as it appears on the carrier's operating 
authority~ (2) ~he carrier's T-number~ and (3) The 
taritf and ite:m n~er(s), the contract n~er, or 
the contract rate schedule n~er of the tariff, 
contract or contract rate schedule filing. The Rate 
Filing Transmittal Form in Appendix A may be used as 
the format tor the transmittal letter. 

If a receipt for the tilinqs is desired, the 
transmittal shall be sent in duplicate with a self
addressed stamped envelope. One copy will be stamped 
and returned as a receipt • 
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(c) ~he date stamped "received" will reflect the date the 
document is filed with the Truck Tariff Section in 
San Francisco.. Once stamped. received, such rate 
filings shall be listed on the Commission's Daily 
Transportation calendar within 3 working days after 
the date filed... Tariffs, contracts, contract rate 
schedules, and supporting documents shall be filed in 
a single package which shall also include any 
transmittal required to accompany the f111nq. 

4.4 All contracts and tariffs filed will be available for 
public inspection at the Commission's office in san 
Francisco,. 

RULE 5 - TARIFF FILINGS BY COMMON CARRIERS 

5·,,1 Common carriers shall file tariffs in accorc:lance with the 
requirements of Oivision 1 of the' PU Code and General 
Order 80 Series. 

5.2 Nothing in this rule shall prohibit carriers from 
publishing their own tariffs, or from joining in tariffs 
issued by rate bureaus or tariff publishinq agents • 

5.3 Common carrier tariffs shall not be desiqned to be shipper 
specific .. 

5.4 Eve~ common carrier shall maintain and keep, open for 
publl.e' inspection a copy of its tariffs" and. any revisions 
or supplements in accordance with General Order '122 
Series ... 

RULE 6 - CONTRACT' FILINGS BY CONTRACT CARRIERS 

6.1 No· contract carrier shall perform any transportation or 
accessorial service until it has·on file and in effect 
with the Commission two copies of an executed bindinq 
contract for such service ... 

6.2 Contract carriers shall strictly oDserve, as their exact 
rates r the rates and prOVisions of their contracts~ 

6.:3 Contracts shall contain a specific termination d,,,te.· 
Contracts service shall not be zade effective tor more 
than one year. All contracts may be renewed ~y filinq an 
amendment with the Commission. 

6.4 Every contract carrier shall keep and maintain tor the 
Commission"s inspection all contracts for a period ot 
three years after the termination, date, of the contract ~ 
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6.5 Every contract carrier shall maintain and keep open for 
public inspection a copy ot its contracts and contract 
rate schedules, and any revisions, alJ1enctments·~ or 
supplements in accordance with General order 80 Series and 
3.22 Series .. 

6.6 Every contraet shall contain: 

(a) 

(b) 

(e) 

(d) 

Ce) 

(f) 

(9') 

(h) 

the name, address signature, and HTH file number of 
the carrier. .' 

The name" address, and siqnature of the shipper. . . 
The date the eontract was executed, the effective 
date,. and the duration of the contract .. 

The geog'X'aphic area involved 'in performance, such as 
the route(s) and/or points. . 

A desc~i~~io~ of all services to' be provided, the 
eommoeil. tl.es l.nvol ved, anel the proj ected tonnage (or 
other appropriate unit of measurement) to be 
transported. 

The compensation to be paid and reeeived. Rates 
shall ~e stated in their entirety as pa~ ot the 
contract, unless reference is made to-rates in the 
tariff prOVisions which govern the carrier's hi~hway 
common carrier operating authority, in the carrl.er's 
contract rate sChedule, or any governing pUblication 
filed with the Commission by that carrier. 
(Exception-A. contract carrier need only refer to 
official publications of the Commission.) 

A prOVision specitically acknowledging the tariff and 
item number, eontract·rate schedule or governing 
publication containing the rates to apply in the 
contract and the date ot the rates to apply ~y 
reference, including a statement that the rate will 
not change unless an amenament to the contract is 
filed,. or a statement clearly indicating the 
circumstances under which the rates to apply by 
reference will change without turther amendment to 
the contract. 

'rhe conditions,. it any,. und.er which· changes in 
compensation or other terms of the contract may be 
mad.e by the parties • 
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Such explanatory statements as are necessary to 
remove' all reasonable doUbt as to its proper 
application. 

6.7 Contracts shall be plainly typed~ or prepared by other 
similar durable process, on letter-size (not less than 86 

X lO 1/'2;6 nor larger than S: 1/2 x ll*) paper of qood 
quality and shall be clear and legible. 

6.8 Each carrier shall issue contracts under the *~* tile 
number ass1qned to it by the commission with suffix number 
beqinninq wi tho the num):)er l. SUbsequent contracts shall 
bear consecutive suffix numbers. The contract number 
shall appear on every paqe in the followinq manner: 

'CON'l'RACT' NOJmER 
CALT-OOO-1' 

6.9 A contract or an amenament which is required or authorized 
to be filed by a. Commission decision shall refer to that 
decision in connection with the item or supplement Which 
incorporates the change resultinq from the decision, or 
shall refer to the appropriate provision ot this qeneral 
order permittinq or requirinq the chanqe. 

Contracts may be amended· by til1nq a supplement or by 
filinq new pages on which changes are made. Revised paqes 
shall be identified as consecutively numbered· revisions of 
the previous paqe,. e •. g .. , WFirst Revised Paqe 2 cancels· 
original Paqe 2.W . 

6.10 A contract supplement or amendment to a contract shal~. 
contain: 

(a) 

Cb) 

Cc) 

(d) 

Those requirements set forth in Rule 6 necessary to 
clearly and effectively identify and amend the 
original contract. 

Reference to· the item number, page number, and/or 
previous supplement number which it amends. 

The si~tures ot both the shipper and the carrier. 

The eftective date of the amendment or supplement. 

6.11 When a carrier ehanqes its name as shown in the 
Commission's records~ without transfer of control from one 
company to· another; or when a shipper with which the 
carrier has a contract changes. its name,· whether or not 
control is trans:terreli trom one company to, another, the 
carrier shall immediately amend.all affected contracts it 
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has issued to reflect the change. The required amendment 
to each contract in effect may ~e accomplished ~y tilinq a 
supple~ent containing a prOVision that wwhenever the name 
(enter the old name) appears it shall ~e construed as 
meaning (enter the new name),H 

6.12 The commission shall be notified in writing when a 
contract is cancelled prior to the expiration date 
contained in the contract.. Unless an amendment is filed 

. with the commission extending the duration of the 
contract~ it shall be considered C4nce11ea on the 
expiration date. 

6.13 Common carrier contracts may ~e tiled DY contract carriers 
which also hold common carrier authority. Common carri~r 
contracts must provide service at rates equivalent to the 
common carrier's 'tariff rates in effect at the time the 
contract is filed; Common carrier eon tracts ~y ~e 
effective not earlier than 10 days atter listing on the 
Commission's Daily ~ransportation calendar. Rate changes 
over the life ot the contract may ~e :based on the 'common 
carrier's tiled tariff rates· or economie factors 
identified in the contract.. Common carrier eontracts may 
~e effective tor up· to one year, and may be renewed ~y 
amendment. 

6.14 Speeial contracts are tor service or under conditions 
Which: (1) are not normally provided under eommon carrier 
tariff rates by any carrier, and/or (2) provide tor a 
special continuing relationship between the carrier and 
shipper, and may only be filed :by contract carriers .. 
Special contracts may be etfective tor one year, may be 
renewed by amendment, and must specify an expiration d.ate .. 

RULE 7 - REQ'O'IREMEN'rS· FOR. :RA'I'ECHANGES· AND RATE ESTABLIS~' . 
7.1 EstaDlisb.ing Rates 

(a) 

(b) 

carriers shall establish rates in their tariffs or 
special contracts by filinq appropriate tariffs or 
contracts, accompanied :by the Variable Cost 
caleulation required by RUle 7 .. 4. 

contract carriers shall establish rates in common 
carrier contracts by filing· rates at or 
equivalent to. the carrier's own currently effective 
common carrier tariff rates. Rates may be pUblished 
:by reference to the carrier"s own tariff .. 
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Zone of Reasonableness 

(a) 

(:b) 

Except as provided in Rule 7.3(c)1 any change in a 
common carrier rate to a level which is not more than 
ten percent above the carrier's ~ase rate may be 
effective not earlier than :0 days after listing on 
the Commission's Daily Transportation Calendar. 
Common carrier rate filings which increase rates 
within the zone of reasonableness shall contain 
identification ot the base rate" specifying the 
tariff page and :L tam nUlDber, and the effective date 
of the :base rate .. 

Common carriers may decrease rates in their tariffs 
by tilinqappropriate tariff pages, accompanied ~y 
the Variable Cost Calculation required'by Rule 7.4. 

7.3 Rate Changes 

(a) Common carrier rate increases greater than ten 
percent or cumulatively greater than ten percent over 
base rates for the last 12 months, and rates 
eollectively set under pcr Code Section 496 require a 
formal application with appropriate cost 
justification. 

(b) Except as provided. in Rule 7.3.:(a), rates filed. under 
this rule may be filed by' a common carrier or a 
tarift publishing agent through independent aetion 
only. 

(c) Common carriers wishing to cancel or amend a rate, 
which would result in an increase, may cancel or 
amend within 30 days ot the etfecti ve date ot the 
rate. The resulting rate is subject to Rule 7 .. 2 (a) 
as, determined ~y the base rate Which was· in etfect at 
the start of the 30 d~y period. 

Cd) Contract carriers may increase rates in common 
carrier contracts and. special contracts already in 
effect by filing an amendment. Amendments nee~ not 
be filed for contract rate increases provided for in 
the original eontraet~ 

(e) Contract carriers may decrease rates in special 
contracts already in effect by filing .an .a:mendment,. 
accompanied by the ,Variable Cost calculation required 
by Rule 7.4 .. 
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Common carrier contracts may not be amended to 
decrease rates below the initial rates in the 
original contraet. 

7.4 Variable Cost calculation 

Rates established or decreased pursuant to Rule 7.l(a) 
shall be accompanied by a variable cost caleulation, 
asserting that the revenue from all of the rates filed 
pursuant to, Rule '7.l(a) exceed the carrier's 
variable cost. The variable eost calculation must be 
performed- using the form titled FLOOR PRICE CALCULATION 
attached as Appendix B to General Order l47-B. 

RULE 8 - TARIFF AND CONTRACT FILINGS - POBLICNOTICE 

8.1 . Common carrier and common carrier contract rates filed 
.pursuant to, Rules 7 •. 1(a), 7 .. 1(b), 7.2'(a), 7.2(b), 7.3(c) 
and 7.3(d) may be effective"not earlier than 10 days after 
listing on the Commission's Daily Transportation calendar. 

8.2 speCial contract rates filed pursuant to Rules 7.1ea), 
7.3 Cd) and 7.3(e) may be effective not earlier than 20 
days atter listing on the Commission's- Daily 
Transportation Calendar. 

RULE 9 - PROTESTS AND SOSPENSION OF RATES 

9.1 Protests shall be filed in accor4Ance with the 
Commission's Rules of Practice and Procedure. 

9.2 On the Commission's own motion or, if a protest is filed, 
the effective date of a filing, or any of its provisions 
at issue, may be temporarily suspended by the Executive 
Director for a period of time not to exceed 30 days after 
the scheduled effective date, during which time the 
Commission will: reject the protest~ deny the rate filing~ 
or further suspend the rate and set the matter for 
hearing .. The Executive Director may vacate an Executive 
Director's suspension. If the Commission further suspends 
the effective date of the filing, or any of its 
provisions, and sets the matter for hearing, the period of 
suspension shall not extend more than 120 days beyond the 
date the filing would otherwise go into· effect, unless the 
Commission extends the period of suspension for a further 
period not exceeding six months. If the commission does 
not act upon the protest prior to 30 days after the 
scheduled effective date". the filing' will become effective 
30 days after the. SCheduled effective date .. 
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9.4 Notice of any rate suspension shall be provided in the 
Commission's Daily 'l'ransportation calendar. 

9.$ If the Commission suspends the effective date ot a tiling, 
or any ot its provisions and sets the matter for hearinq, 
the burden ot proof rests with the proponent of the 
filinq_ 

RULE 10 - COMPLAXlnS 

commission review of any tariff or contract rate which is 
in effect ma¥ be initiated: by tiling a formal complaint in 
accordance w~th the Commission's Rules of Practice and 
Procedure ~ The burden ot proof in the complaint shall be 
upon the complainant., 

R'O'LE 11 - UNIFORM RUU:S 

11.1 Common carrier tariffs shall contain a specitic provision 
acknowledging that the hand1inq of c1a~ for loss or 
damage of property is qoverned by General Order 139 
Series • 

11.2 Common carrier tariffs shall contain a specific provision 
acknowledqing that the processing, investigation, and 
disposition ot claims for overcharge or duplicate payment 
are qoverned by General order 14S Series. 

11.3 Carriers shall expressly state in their tariffs and 
contracts or contract rate schedules Whether collect-on
delivery (C.O.D.) services as defined in General order 84 
Series will be provided and~ if C~O.O~ services are 
provided, the tariff, contract, or contract rate schedule 
shall contain a complete description of and an 
acknowledqement that General Order 84 Series governs the 
C.O.D. seX"'V'ice to- :be provided. 

11.4 Carriers shall provide in their tariffs and contracts or 
contract rate schedules: (1) a complete description ot 
any seX"'V'ices which apply to- transportation involvinq more 
than one commodity or transportation between more than two 
points (e .. g .. " mixed shipments, split pickup and.jor 
delivery, anti stop-in-transit)i' and, (2) a description of 
the method :by which distance shall be computed· (if 
distance is part ot the caleulation of the transportation 
charge). 

11.5· carriers shall rate shipments separately, unless otherwise 
provided. in their tariffs,.. contraets~ or contract rate 
sched.ules", 
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Carriers shall not accept for transportation hazaraous 
materials as aescriDea in ana subject to the Hazardous 
Materials ~arif! of the American Truekinq Association, 
unless at the time of or prior to· the transportation the 
carrier has complied with :the requirements of the 
Hazardous Materials Tarift, and state" and· federal 
regulations that apply to the transportation of· hazardous 
materials. 

Approved and dated OctoDer 12', 1989, at San Francisco" california • 
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CALIFORNXA PUBLIC'OTtLI'r.tES COMKISSXON 
Rate Filing' Transmittal 

Date 
T-______________ _ 

Carri-e-r------------------ Phone ( )--=-____ _ 
Area Code Address ______________ ~ ____________ __ 

______________ , Zip· ________ __ 

Enclosed is/are the followinq rate filinq(s) (check all that 
apply):. 

( J Common carrier tariff: 
Tariff ~er(s) __________ _ 

Item NulDber(s) 

( J Common carrier rate increase pursuant to Rule 7.4 of 
G.O .. 147-B·: 

Tariff Number(s) 

Item Number(s) 

( J Common carrier contract: 
Contract NUmber ____________ _ 

( J SpeCial Contract: 

Contract NultIber' 

APPENDIX A to General order 147-B 
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California PUblic utilities Commission 
FLOOR PRICE, CALCULA~ION 

Effective From octo:b4ar l2, 1989 to· December 3l,- 1989 

Carrier Name: ______________ _ 
'1'-N~er: 

Address:: 

1'aritf:. Item Number: _____________________________________________ _ 

With each tariff filing, common carrier contract· and special 
·eontraet the following information must be completed: 

~otal driver wage payments in 1988,:-
1'otal mileage recorded by all revenue 

vehicles in 1988':. 

Divide line (a) by line (b): 

Multiply line (c) by adjustment factor 
for payroll expense:, 

Subtotal: 

Plus. fuel, tire, maintenance,. insurance: 

Line (e) plus line (f) 
e~als Floor Price: 

If reporting for weight group less than 
lO,.OOO pounas show average weight of 

(a) 

(b) 

Ce) 

(d) X l.2§l 

(e) 

(f) .... 0.4§§ 

(g) 

Dollars 

Miles 

SIMile 

$/Mile 

$/Mile 

$/Mile 

LTL linehaul loads in 1988: eh) __________ Pounds 

~ertification: I certify under penalty or perjury that the 
foreg-oinq is true and correct to- the ~est of my knowledge, and that 
the revenue per mile for each rate filed with this form exceeds the 
Floor Price shown on line (q). 

Signature: Date':' _______________ _ 

APPENDIX' :s '1'0 GENERAL ORDER 147-:s. 

(END: OF APPENDIX '0) 

" , "," 
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GENERAL ORDER :l.55-A 

PUBLIC UTILITIES COMMISSION OF THE 
STA'l'E OF CALIFORNIA 

RULES GoVEImING ISSUANCE' OF' OOC'OKEN'I'A'I'ION ANI> COLLECTION OF 
CHARGES BY HIGHWAY CARRIERS . 

Adopted October 12,: 1989. Ettective November 11, 1989. 

Decision 89-10-039 in I.SS-OS-046. 

ROLE :I. - APPLICATION AND SCOPE 

A. This General Order is issued to provide rules to' govern 
issuance ot shipping and related documents and collection ot 
charges by highway carriers as defined in Public Utilities 
Code (Code) section 3511. 

B. When the provisions of this General Order are in conflict 
with the Commissio::1 "s Rules. ot Practice and Procedure,. the 
provisions of this- General Order shall apply.. It the 
provisions of a Min~um·Rate Tarittor General orders 147, 
149, 150, or 151 S.aries conflict with this General . Order , the 
Minim.um. Rate 'I'arif:~ or General Orders· 147, 149, 150, or 151 
Series shall apply,~ 

RULE 2 - DEFINITIONS· 

Commission means the Public Utilities commission of the State 
ot California .. 

Debtor means person obligated to pay !reight charges, whether 
consignor, consiqnee or other party. . 

Hazardous Materials means articles described in the Hazardous 
Materials Tarift-ATA 111 series of the American Trueking 
Associations, ·Inc .. , Agent • 
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Highway Common Carrier means every highway common carrier as 
defined in Code Section 213. 

Highway Contract Carrier means every highway contract carrier 
as defined in Code Section 3517. 

Rate Exempt ~ransportation means transportation of commodities or 
transpo~ation within the geographic areas-described in the . 
most recent commission publication, inclucling any revisions, 
entitled 'Commodities and Geographic Areas Exempt from Rate 
Requlation.' Also included is transportation exempted for 
specific carriers by Commission decision. 

Shipment means· a single consignment of one or more pieces from 
one consiqnor at one time from one origin address in one lot, 
moving to one consi~ee at one destination address, except as 
otherwise provided l.n the carrier"s tariff. 

Vehicle Unit Rates means rates ~ased upon an agreement between 
the carrier and the shipper torspecifieally identitied units of 
equipment engaged tor specitically identified periods time 
(e.g., hourly,. daily,. weekly, monthly, or yearly ):)asis) • 

R'O'LE 3 - OEPART'ORES 

Departure from- the provisions of this General Order may ~e 
qranted upon formal application to- the Commission and att~r the 
Commission finds that such departure is reasonable and necessary. 
Previously authorized departures from the Commission's 
documentation requirements are continued in effect. 

RU'LE 4 - REQ'OIRl:MENTS. FOR ISSUANCE OF DOC'OMENTS 

4.1 Issuance of Bill ot Lading 

Highway Common Carriers shall issue a Bill of Lading at the 
time of or prior to· the receipt or pick-up of the shipment~ 
The Bill of Ladinq form and its use shall conform to the 
proviSions of the National Motor Freight Classification, 
filed with the Commission by National Motor Freiqht Traffic 
Association, inso·far as· such provisions. pertain to, issuance 
of bills of lading. Issuance and use of· the Bill of Ladinq 
shall conform to· the California Uni!or:t·~.Comm.ercial Code,. 
Oiv. 7_· 

.. 
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Issuance of Receipt/Shipping' Order 

Highway Contract Carriers shall issue an appropriate 
receipt to- each consi9'nor" at the time of or prior to'pick
up" tor each. shipment to,))e transported.. This. 
receipt may be coml:>ined with a shipping' order. 

RULE 5 ,- ISSUANCE OF FREIGHT' BILL, AND RELATED DOC'OKEN'I'S 

5.1 Issuance of Freight Bill 

Each carrier shall issue to the debtor a treiC;ht ~ill for 
each shipment or transaction. The treight bill may be in 
individual or manitest form and, as a minim:ulI1,. shall show 
the following' intormation: 

a. Name of carrier, it's current address (including ZIP 
code), telephone number, (including area code) cal-T 
nUlDber. 

b. 

c • 

d. 

e. 

f. 

g. 

h. 

i. 

j .. 

Date of freight bill and trei9ht bill number. 

Date(s) ot shipment or transaetion. 

Na:me of consiCJnor, name ot consiqnee I" and name of 
<:lebtor .. 

Point ot origin and point ot destination. 

Weight ot the shipment or other faetor or unit ot 
measurement upon whidn rates and charges are based. 

Description ot shipment or transaction in sutticient 
terms to permit an accurate determination ot the correct 
rate and charge or, in the case ot rate-exempt 
transportation, to· permit an accurate determination 
that the shipment or transaction is exempt trom 
regulation .. 

Rate and charge asses~ed. 

It discounts are filed, a statement that discounts may 
be applicable and the carrier's phone number and address 
to· obtain further intormation. 

Other intormation as maybe necessary to, make an 
accurate determination of the applicable 'rate and 
charge .. 
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5.2 Issuance ot Accessorial Service Document 

5.3 

When a carrier provides a service not included in the 
transp'ortation rates, the carrier shall issue an accessorial 
service document to the party who· ordered the service and 
shall show the tollowing information: 

a. Type ot accessor~al service involved. 

b.. 'rime tor which equipment was ordered', it any, and time 
of actual or constructive placement. 

c. Address where the accessorial ser.rice is pertormed .. 

d.. Time loac1ing or unloac1ing begun and completed. 

e. Free ti:e allowable. 

Additional Requirements For Issuance ot Documents In 
Connection With Transportation Subject 1'0' Vehicle Unit Rates 

When transportation is pertormed pursuant to· an agreement 
based on vehicle unit rates, the carrier shall provide the 
tollowing information in its billin~ to the debtor, when 
applicable: 

a. Type and period ot transaction (e.g., hourly daily, 
weekly, monthly, yearly) .. 

b.. Name and address ot carrier and shipper .. 

c. .Identification (by license number or Vehicle 
Identification Number) and type of equipment. 

d. Ettective date of transaction. 

e. Base vehicle unit rate. 

!. Number of hours and rate per hour. 

g. Miles operated and rate per. mile. 

hoo Number of premium pay' hours and rate per hour. 

i. Number of excess hours and rate per hour. 

j. Number of helper hours and rate per hour. 
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Oates service performed on Saturday, Sunday, or holidays 
and rates for same. 

Rate for temperature control service., 

Explanation of any additional eharqes (forklifts, etc.,. 

R~ 6 - COLLECTION OF CHARGES 

A. ~his rule applies only to, transportation subject to General 
Order 147 Series. Except special contracts that contain 
other provisions and transportation for the United States, 

state, county, or municipal governments .. 

B. ~ransportation and accessorial charges shall be collected by 
the carrier from the debtor prior to· relinquishing possession 
ot the property, unless the carrier has taken sufficient 
precautions to insure payment.. Upon takin~ such precautions 
the carrier may extend credit as provided :~n this rule. 

1.. Freight bill for all transportation and accessorial 
charges shall be presented to the debtor within lS 
calendar days from the first 12 o'clock midnight 
following delivery of the freight. Vehicle unit rate 
freight bills shall be presented within seven calendar 
days following the end of the transaction period .. 
Vehicle unit rates for periods in excess of one month 
shall be billed within seven days, from the end of each 
month, corresponding to the elate service commenced. 

2. carriers may extend credit t~ the debtor for a period of 
seven days, excluding Sundays and legal ,holidays .. The 
credit period will begin from the first 12 o~clock 
midnight following presentation of the freight bill. 

3 • ~he United' States mail may be used for billing and 
collection'. The postmark will be used t~ record the 
date .. 

ROLE 7 - OTHER, :REQUIREMENTS 

7.1 Retention of Records 

Each carrier maintainin~ an office or place of business 
within the State of Cal~fornia shall keep therein all 
d.ocumentation, includin~, any bills of lading" freight 
bills,. accessorial servl.ce documents,. weighmaster's 
certificates or any other written instructions, requests, 
agreements or doeumentswhieh support the rates, ancl 

, ' 
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charges assessed in connection with each shipment or 
transaction tor at least three years trom the date 
transportation was performed. Carriers which do not 
maintain an office or place of business within the State 
of California shall keep all documentation as described 
above for at least three years trom the date 
transportation was performed,. and shall make such 
documentation available t~ the commission at its request 
in·conformance with Code Section 3701. 

7.2 Hazardous Materials Transportation 

a. Before transportation any hazardous materials, 
substances or wastes, a carrier shall insure that it 
has complied with documentation requirements of all 
governmental agencie~ ehar~ed with protection of the 
public or the environment l.n connection with 
transportation ot these materials, substances,. or 
wastes. A carrier shall note on its trei~ht ~ill any 
circuitous routing or separation ot commOdities required 
~y these. 

~. Before accepting any hazardous material tor 
transportation, a carrier shall revie~ shipper-prepared 
documents tor compliance with ~itle 40, Part 262.20, and 
Title 49 Parts l71.8, l2.200-172' •. 205·, Code of Federal 
Regulations,. including any amendments. or reissues. This 
rec:;tuirement shall not ~ construed as relieving a 
shl.pperot any responsibility tor issuance or accuracy 
of these documents. 'rhe carrier shall retain one copy 
ot each document· in accordance with Rule 7.l,. above .. 

Approved and dated· October l2, 1989,. at San. Francisc~,. california .. 

PUBLIC' UTILI~IES COMMISSION 
I~'!'!; ~~. CALIFQlUf-ltA I./J' ~ 

(N~7~-· 
By Wesley Franklin 

Acting.Executive Director 

(END OF APPENDIX E) 
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C. 

CHP 

cx.FP 

otA 

Coalition 

CPIL 

etA 

CW'l'B-

D. 

OMV' 

001' 

ORk 

FTC 

GACC 

G.O'. 

RCA 

APPEHJ)XX F 
Paqe 1 

LIST' OF ACRONXHS 

Application 

Assembly Bill 

Ad Hoc Carriers Committee 

Administrative Law Judge 

Americans tor Safe and Competitive Trucking

Case 

California Highway Patrol 

California League of Food Proeessor~ 

california Manufacturers Association 

california Coalition for 1'ruckinq Oeregulation 

center for PUblic Interest Law 

California,Truokers Assooiation 

cal-West Tariff Bureau 

commission Decision-

California Department of Motor vehicles 

United States Department of Transportation 

Division of Ratepayer Advocates 

Federal Trade Commission 

generally applioable oommon carrier 

General Order 

Riqhway carriers Association. 
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ICC 

tTL 

NMF'l'A 

NSS'l'C 

OIr 

PM'l'B 

1?U' 
SB' 

SCMD 

'l'eamsters 

'l'FCI 

WCFTB 
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LIST' or ACROHXJIS 
( continued) 

commission Order Institution Investigation 

Interstate commerce Commission 

less-than-truckload 

National Motor Freight tra!~ie Association 

National Small Shipments Traffic Conference, Inc. 

commission Order Instituting Investigation 

Pacific Motor Tarif! Bureau 

california PUblic Utilities Code 

Senate Bill 

Southern California Motor Delivery, Inc. 

California 'l'eamsters PUblic Affairs Council 

Truck Freight Cost Index . 

West coast Freight 'l'ariff Bureau 

(END OF APPENDIX F) 
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G. MITCHELL WILl<, commissioner, Concurrinq: 

I support this decision.as a notable improvement over 
the Commission's previous policies reqardinq qeneral freiqht. 
The rate flexibility embodied in the order is lonq overdue and 
will substantially benefit the state's economy_ OVerall,. the 
packaqe is balanced and' clearly in co'nfor.mance with applicable 
statutes and Constitutional provisions. 

However ,. it is apparent' that in some respects 
applic~le statutes conflict with the record in this proceedinq. 
We have maintained a n~er of restrictive provisions and 
regulatory requirements that do- not serve the pUblic interest but 
are statutorily required.. In particular, the record is clear 
that rate restrictions on contracts' are unnecessary~ sh.ippers and 
carriers are no different that any other sophisticated 
participants in our economy that are free to make and enforce 
aqreements they find to-be mutually beneficial. While the rate 
requlations we adopt should not serve as a qreat impediment to 
contractinq, their cost is not balanced by any foreseeable 
benefits .. 

I will urqe my colleagues to support leqislation that 
would end rate regulation of contracts. 

/s/ Q. Mitphell Wilk 
G. MITCHELL WILK, Commissioner 

October 12, 1989 
San Francisco, California 



STATE ,OF CAUF'ORNJA 
DEPARTMENT OF' CORRECTIONS 
PRISON INDUSTRY AUTHORITY 

<!l.rrlifiraie .of If nbiuibual .i\ irr.ofilm .ar 
®iq Er ~'q Din grrip lIir l..~.rpr.a burli.an 

fI,.tti.aD 1475.6 <&aU'rntmnd: atabr 

I, the undersigned,. hereby certify to the following in connection with the 
accompanying microfilm (photographic reproduction) : . 

. . 
That I, Th~~s Coupe' , Industrial Superintendent, PJ.A. Micrographics or 

~h.tlSon· on employee in the charge of 
Mr. Coupe' , have been provided with access, to the records, documents, 
instruments .. p,lans, books or papers (hereafter referred: to as "records") of 

C.l>'.O.C. (OECISIONS) at CMF"S VACAVILLE, CALIF. , 

for' the purpose of microfilming; that such access was provided with the 
conser.t of said person or entity; that such records are reproduced in the 
accompanying microfilm; and that each Deportment of Corrections ? .LA. of 
the State of Ccl:fornio reproduction includes the following symbol, roll 
number' 10.-:;' , • ' . 

ihct pursuont to delegation of the Deportment of Corrections P.lA , I am 
authorized to direct and: control the rep.r.oduction of documents, and records 
of the Deportment or of other persons. and entities in 'the manner 
authorized by Section 14756 of the Government Code. ond Section 1551 of 
the Evidence Code; and to certify under official seal of the Depar"~ent. 

, , 

That this microfilm of the above described records. was token under my 
dTrection and control on the date hereof end, that it is, a complete,. true 
correct copy thereof.; 

That the microfilming or the other photographic processes· were accomplished 
in 0 manner end on film which meet the standord specificotion of the 
United Stotes Notional Bureau of Standards, ond: A.N .. S .. I. 

Thot this certificate was, mode at the time of the taking, of· this microfilm • 

. '. WITNESS my hand and· the secI' of the Deportment of· Correct1ons Prison 
IndIJstry Authority PI • day of rEb.. .' 9f 

call forn) a, 

;:{homey:B £k,~ 
THOMAS R.. COUPE·~ 
Industrial. Superintendent ~ 
P .I.A. Microgrophi"cs, 


