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Decision No. 
9124 7 '~ 4AN 15 1988 

BEFORE TEE PUBLIC UTILITIES COMMISSION OF ~ S!'.A1'E OF' CALIFO:RNIA 

Investigation on tne Commissio~'s) 
<:Mn. motion to establish. require- ) 
ments to be met by applicants for) 
highway carrier authority issued ) 
:!:>y the COmmission. ) 

,Case NO'. '10278 
(?h..ase :II - '!opies S & 5) 

(For List of Appearances see APPendix A.) 

1'HDD nrrERIM OPINION 
(PMse IX - ':topics 5 &" &) 

~s is tlle third i:).teri:a. opinion in the ca.ptioned 
proceeding. '!he first ane.seconcl i:lteri:rt opi::.ions dealt with 

issues rela.ting to the reqo.i::ements to be met by applicants seeking 
. , 

authori ty to operate as a highway ;?e:::mi t ca:=ier I" h.ighwa:t common 

car:ier, or a ~otor transpor-~tion broke: in light of recent 

sta~~to:y changes i:volv1ng :etor carrier operative rightS~!f 
':he =ent pllaseof case No. 1027$ ;was l:i::lited, to 

" " 

tile to~ic of subbauling. Speci£ie issues coz:.sideree include: 

d. T'.fpe 0: o::;.e:rating a.uthority r~d.i::'ed to' 
subhaul. ,! 

" 

b. Whether General Order No. 102 '(s:ubh.aul bond.) 
r~es revision. 

c • Division of. revenue bet' .... een overlying or 
prime ca:rrie:s a::.d tlleir s'UJ:lllaule:s. 

d. Deviation rates. 

17 Decision No. S&967 c.atee. Ju::.e 13, 1975,.a:ld Decision No. 89201 
dated. A'a.gust 8:, 1978, explain the. backs-round of this p:roeeeding 
and. the actions taken to this point. 
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Ten days of public hearing in Phase II (Topics 5 & 6) 
.,' 

of ca.$e No. 10278 were held' in San' :F::'ancisco anci Los .M.ngeles in 
theperi,od between October 17, 1978 anci November 9, 1978 and, at 

Sa,n:':,Franciscc on February 7, a and 9,. 1979. This pha.seof case 

No. ',iOZ7S was submitted s~jeet 't~ the ::ili.ngof cOIlCurrent 
bri~:fs on !1arc:h 16, 1979.Y· ' 

Evidence in this phase was presented by ::our~~ers 
of t.:o.e sta£f of ~e COl:t:lission's 't::'ansportation Division, by 

repr;esentatives of the Western Con.ference of 'I'ea::nsters CTe.a:lSters), 
1"1 

T::affic Managers Conference of ca1i.fornia (Traffic Managers), 

california ~u::acturers Association C~), c.an.ners League of 
~fo:r:lia (canners), california Dump :ruck Owners Association 

'\ ' '. 

(CD~A), ca.lifor:u.3. C3.r:iers Association, and No.r=isI:ldUstries. 

Wit."leSses also ,ap?eared on the behalf' of several individual 

highway ca::iers .. 

Backs::ound 

Our presel:.t :esulation ofsubhaulers,.in general,. ,is 
summarized in the fi:lci:l.gs set forth. i:l Com. :rnv. of, the Practices 

of :1otor .F::'eiqht <:ar:iers in Leasin~ of Vehicles and Subhau1ing 

(1952) 52 cal PUC 32, at page 35: 
"I. Subhaulers, to the extent that: they 

are subject 'to the ciirection and. 
cont:01 of a principal carrier as 
to :nethO<i, :means ane. e.etails of 
per:o~ng the work, under an employer­
e:nployee relationshli?, for the ?u.....-pose .­
and c.ura tion 0: tha trela tionship are:lot 
carriers anc. are :lot su::.ject to regulation 
as" carriers und~ sta~utes as acmiDi stered. 
by this COcmission. 

.. 

Er;.e:s were ::;.lec by WesternCon=ere.:lce 0:: Tea:nsters and 'the 
cali£ornia 'I'e~ters Public Affairs Council; Associated I:lde?endent 
OOWne:s-Ope:ators ,. Inc.,:: Donald Mu=chison, Esq •. , onbehal:f 0: 39 
highway ca.-riers (MUrchison Grou~); Y~-vin Ra:dler, Esq.; on ~eha1f 
of 3u highway <:a-"'::iers (Handler Group); California Dto:np 'l'ruck 
Qw:lers Assoc::'ation, ca1i::o:nia Y.a=.u:act1!re=s Assoeiatl.on; california, 
carriers Association; Eldon J'oll:c.son, ES~.; on ~e.b.al: of -h""ee 
hishway carriers (Johnson Group);. Frontier Transportation; 
califor--ia ~cking Association; and the Commission's Legal 
Division Staff. 
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"2. Subha~lers who reneer service for a 
principal carrier, for a specified 
recompense,. for a specified resu1 t,. 

"3. 

under ~he control 0: the principal uS 
to the result of the work only and not 
as to the r.lClI.!'I:S by which such res.ul t is 
~ccom~lished, are independentcontrac~ors 
rather than employees 0: carriers,. and. 
as such ineependentcontractors are 
carriers under ~~e ?ub1ic Utili~ies Code. 

Inee?endent-contractor sub~u1ers, 
being carriers 'Under ~~e statutes, 
arc ~rohibited by the statutes from 
o?erating without the type or ty~es 
0: ?ernu. ts or certifica. tes required 
for the operations which they conduct. 
The types of pe:mits or certi~icates 
required ~y ineependent-contractor 
subha'Ulers depend upon the scope and 
n.olture o:f their operations. 

"4. wi"C.." an exception hereinafter provided 
for certain dump t--uck services, the 
existing mir~~ rates, ~les and 
reg".lla tions were not designed ::or 
application by indep.enc.ent-contractor 
sUbhaulers, and should and will nere­
inaf~er be made specifically ina?plicable 
'to independent-contractor s'.;bhaulers." 

Subsequently, ~he Co~~ssio~ issued General Oreer ·No. 102 
(GO 102) se':~ing forth =ules 'to govern the bondi'ng requirements set 

forth in Sections 1074 ~nd 35·75 of t."le l?~!ic Utilities .Coee(COd.e} 

/ 

,',' 

in connection wit..~ su.bh~uling and leasing of equipment from an' e."Uployee. 

GO 102-;:' e:fective Y.ay 15, 1974 cont4ins t..""le :ollowing e.efi.nitio'ns 
per~inent here: 
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Pr~e ca=:ier <~rinci?a1 or overl~-ng 
ca:rl.er) means a caJ:%'ierwho or ·,.,hich. 
contraets with a shipper to provide 
t:ansporta tion service ::or thela tter , 
but, ~ tll-""':l., engages the services 0: 
another car:ier known as t.."l.e subhauler 
(Ullderlying carrier) to per:or.:u that 
se.""Vice. T!le ter::l pri:ne carrier also 
inc~udes any suDha~er who engages 
other car:iers to per:Or.ll all or pa:t 

• 

of the ser.riees which each subhauler has 
agreed to render :0: a pr:be ca::ier. 
Such an engaged car.:ier is o.~signatec. 
as a sub-subhauler and as to it, the 
original subhauler is a pr~e' carrier. 

SubhaUler (underlyi=lg ca..-rier) :neans a:ly 
can:l.er who renders a se:;vj.ce for a ~ri:ne 
carrier (principal or overlying ca.-rier), 
for a specified reeompense, for a specified 
result, under the control 0:: the overlying 
carrier as to the result 0: tha ·.N'ork only' 
ane not as to the :neans by which. such result 
is accemplished. This te::t\ includes sub­
sUbhaulers ~ a~~ropriate cases. 

GO l02-F req.":ires that a 'wTitten subhaul agreement· be executed and 
cat the pri:lle carrier shall pay to the subhauler (or sul:>-subhauler) 

t!l.e clla:::ges specified in the written agree:::.ent on or before the 
~.N'entieth day of calendar month following the co~pletion. 0:: the 
shipment. Unc.er that General O:der no ca.-rier except a petroletQ 

contract ca..-rier and a household goods ca..-:::ier may engage any 
subhauler, or sub-s~hauler unless it has on file with 'the Commission 
a bond i=l a sum of not less th.an S~ 0,000, which J:>ond shall secure 
the pay:ent of subha:c.lers a:ld s'Ub-subhaulers in accordance wi'th~ 

the te:ms of the general order. 

Subsequent to our order in Practices of Motor carriers 
(supra), t2le Code was mnended to provic.e for additio:c.al classes. 
of operating pe:c:U. -:s, such as petroleu:c contract carrier, cement 
contrac-:or ea--rie:, c.\:J? trllck ca.::':'ier,4!ld household S"OOc.s carrier;Y 
and for specialized fo:=s of common car:ie: certificates, 

senate Bl.l1 721, clia):Jter 8:21Statc.tes 0:: 1979, ac.c.ed l.n ac.ditl.on 
a separate pe ......... ; t class for heavy specialized. carriers. 
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, ' 

Commission sta££ has consistently held, i~ the absence of any 

fo:::ua.l cieter.nina:tion or poliC"l' .by the Commission, that a subb.aul~ 

for any class of speciali t:y ca."'Tier describe<! above requires the 

s~e ~e of operative authority as ~e pr~~cipal carrier for whom 
the subhauler perfo::ns the tra..n.s?Qrtatior. se::v-ice. 

)lore =ecently, Se:c.a te Bill 860 (S3- 860) enacted as 

Chapte= 840 Statutes of 1977, ~ended the Code to elim;nate radial 

llighway eom::on ~-:ier as a fo:::n 0'£ non-public utility per.:nit: 

carrier, an':' p:ovided :or the conversion of ::adial pe..-:nits to either 

a highway com:on ca.~i~r certificate a:d/or a highway contract 

carrier pex:nit.. In adeition, sa 8&0 est.ablished t'.-l0 new per.:nit 

c"--rier classes, asricult"C'al ea--=ier a:d seaso:oa.l agricultural 

carrier.. In i:npleme::.ting the provisions 0: those statutO%¥ 

eh4nges t."'e Con"n"'; ssion isS1leC. Decision No. 89575 ciated. October 31, 

1975, and .Decision No. 89730 issued December 12, 1978, '. in ~se 
No. 5432 COSH 957) et.aJ.. (Certiorari denied by ca1ifor:'lia Supreme 

Cot:::'t or. .rune 14, 1979 in SF 23970, SF 23972, SF 23973, SF 23974, 

SF 23975, and SF 2397G .. ) In these decisions the Commission made 
certain dete:::ni:l.atio:l.s, (herei::-·~:f-:er dese::-ibed) witllrespect to 

t:o.e -cype of operative rights reqc.iree. to subhaul. fo:: othe:: car::iers. 

Scope of SUbha~li~$ 
ThE7 s'ta.f£ exhibits ::eveal the following' J:laekg:oWld 

data relative to· subhauling .. 
. . 
Exl:l.l.bit 27 shows t:.l:lAt as of Decel'llbe:: 31,. 1~77, there 

we:e 2.0,978 highway ea:riers hold.ing operating authority fro: ":h~ s 

CO~sion;, 11,408 or 54 .. ' percent.of tb.ecar:iers reported that' 
they ea.....-=.ed revenues from s'UJ:)hauli::lS" in 1977,. allQ. 1,7l2 or 8.2 

pe:cent 0: "the earriers reported.' that they e:::gaged sUbhaulers 

i::l 1977.. :'otal suhhacl revent:es reported i:l: 1977 were $381.4 

million,. or 24.1 percent of the total. int=astate gross rev~nues . , . 
reported hy all carriers in 1977. Six tho\:S.a.nd sixty-five carriers 
reported t.b.a-= theyea...-ned all of their 1977 revenues from suJ::,hau1i:::g 
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~ 2,251 ca.~iers reported that they earned~ore than S¢ percent 

of theiJ: 1977 revenues !:om subhauling. These statistics .could. 

not .be dis.agSX'egate<! :by legal class o£ ca....-rier, but it was generally 

indicated by the sta:: that the largest single' group of subhaulers 

are those eng.aged in dump t-ack ope:ations. Exhibit 34indic~tes 

tl'la t the a:nO'Unt of tra:fie transported by strhhaulers under r.ate 
~ . 

deviations is insigni.,ficant. Only 0.8' percent of total ca.:rier 
revenues in the year ended. March. 31, 1977, was earned by oW:o.er­

operator ~h.a'tll.ers OIl general com:modi ty trat'fic transported under 

rate deviations~ 

Tes~ony 0: Staf: PolicY Witness 

Tohe Assistant Director of the COmmission'soTransportation 

Division testified as the policy witness for the staff. He stated 

tnat,tAe regulation 0: subhaulers by the C~lifo~a ~~lie Otilities 
Commission since the enact::lent of the Highway Carriers Act: (1937) 

has been the Subj ect of consider~le cont:oversy. 'l'llis ~s 
:esttJ.ted in seve:al proceedings l;)efore' the Comm.ission, ,none of 

which appea: to have ·~ehieved. the desi:ed Ol:ljective.. According 
to the s-r-a:f£, the u::.cer'2in res-W.at6:y status ofsubhauli:lg in 
California has caused mo:e problems t.."'lan the practice i tsel': ... 

'I'.b.ere never has been ',al:lsolute certainty' with respect to the 

operating authority reqc.i:ee :0:: perform.ir.g suDha.uling services 

or the sta-:us of the carrier engagi::.s a s-r:J:jb.auler. All types 
of S'llbhauli=.S are l'tl::1pee. tcget:ler' for regulatory purposes, even' 
• . i:I....... . Y 1 _'Lo bough there :.s a great ~.1.vers,-ty :.n t.....e pract:..ce., '!he a~ 

of statutory r~ognj.tion has- added to the u:c~~.tainty .. 

The w,-tness ~es~~ed that ~e a:.versity o£ s~haU1:.nS'pract~ces 
range ':ro::. an occasional engagement on the ?art 0: some c.a:riers 
to :ull-ti.:e subhauling eD::i1loy.ne:o.t on the pa:t of otbers. 
SOme j;lrl::ne carriers e::lz...loy s~h.aulers on. an. irregular basis 
to. sU?lJlemer .. t fleet ·H'hile others resularly employ a s:n.all 
group of subhaulers on a pe:z::nanent basis, an<i yet' others 
conduct t:.o.eir operations enti:ely W'ith a s'Ubhauler supplied 
fleet. All 0: these variations .have been 1'C:llpe<l into one' 
category under the ~e:: of subbauling_ 
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'!he cu...-:ent staff goals with res:,.>ect to- subh..auler regula­

tion are to ~tain an adequate ~d reliable pool of carriers to 

meet peak se:s.sonal tr~j?OrQ tion d~~ma:lds, to- ensure public pro­

tection th:ough i::lSurance a:ld 'sa£~r requi::e:nents; and to insure 
pro:c.pt payment to subhaulers tb:ougb. bonding a:ld other requirements. 

The sta.!: recommends that' regulation of ·subh.auling be 

conti:l.ued substantially in its present fo:r:n for the following 

reasons: (1) there have beC!l no siS"'"'...i~ieant probleI:1S att:iDutable 
to ~e practice 0: subhauling or to' s~baul regulation; (2) subbauling 

is a for-h.:,re -t=ansi?Qr-:atio:l ac-:ivi~ which is closely int~ateC. 

with. other regulated t:"anspor-..ation: se:vices; (3)' subhauling eases 

ent-~ into the business o£~highway ca:riage by providing a 

"transition" activity £or'th.e e::.tra:.t duri.:lg which it may solicit 
prilue accounts; (-4) regulation, especial!y licensi:lg, attaches a 

::teasure of respo:c.s~ili ty to 'the subhaulE!%' ane a::.. a::nou:o.t' of 

reassurance to the principal carriers ·,.,hic!::. engage subbaulers .• 

~e s~a:f is of the opinion that th~~ public interest can best ~ 
servee· by i':lproved :egu1atiO:l to cl.~i::y:''the uncertaintY,,·associa'ted;. 

wi th. subhauJ.ing, to protect the public,' and to encourage economic' 
e££icie:ley. 

'l'l':.e sta.!: policy wit:less :>tated that fOr the purposes of 

this hearing a "highway carrier servingt1le general, pu]jlic shoulc. 

be allowed. to provic.ed tra.nspor-:atio:l s~~ices e:ltirely:tn' its 

o~ equip:e:.t or o?erate as a principal carrier engag~g subhaulers 
to ?e-o--£o= <:.ny pa:t of the t=ans?Or~~tion service whiCh ':':t coes 
not per:o:c::l itself. 'r~e sole rest:'iction reco:n:nended by the sta.:: 
is that .any carrier seeking new ope::ating authority be required to' 

own, lease,. or control at least one: n..,it 0: equipme:.t. This reqctJ.re­
:c.ent is inte:ded by the sta:f, to l~Jil'; t the operations of."carrier-

Jjrokers", prl:m.e carriers t!la t perfo:::c. all o:the:.r operations through. 

the use of subhaUlers. 
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'!'he 1'ransJ:>Ortation Division is opposed to the establish- . 
:lle!lt of a. division 0: revenues bet"N'een the pri::lcip.aJ. carriers and 

subhaulers, i.n the absence 0: shil,-Jper affiliation., However, they 

also oppose cancellation of the ~s~S provisions o£ MRXts 7-A, 
10, l7-A, and 20 wAich now govern the division of mj:~um r~te 
revenues be~N'een principal car=iers and independent-cont:actor 
subhaulers.. The s~":= cited. the fact that these provisions. were . 
established based. on a vol=i::.ous recor<i developed in pro>tracted 
hearings as justi.£ication. for their continuation~ In the sta££'s 
view, in tb.e absence of rather severe ent:y limitations and 

restrictions upon subhauJ.er capacity, arti:.Eicially :nai:c.tailled 

price floors, or :nandated c.ivisions of revenue, in the s~haul 

service ~ket would =es~t in excess capaci~ which would be at 
cross-pu.~ses with. the full em,?loj'l%\ent which is essential to the 
survival 0: inde~ndent o~er-operato=s.. Except in the case of 
shippu-ca=ier a.f£iliations, the sta:: ~lieves t!lat no bene:its 
would accrue to anyone as a result of the Commission~s ~pering 

wi th. t!l.e free =na:ket pricing of these services.. ~or, i:i the 
opinion of -:he sta£:, doe$ a:..y provision .0£ the Code re~:uire the 
Commission to establish a revenue division between any principal 
carrier anc:. its indepenc:.ent contractor subhaulers .. 

1'.he staff believes th.at the Commission's grea::est <iuty 

to the public in eonnec-...ion with. the regulation 0: s'Ubhaulers 
would he to provide s'U£fic:'ent i:l:Eo::::nation to such ca..."'"riers to 

e~ce thei:' ch.a::.ees 0: success in the ~Usiness 0: :notor ea:=iage 

or t.o hasten tb.ei: wit,j:drawal. To that end, -:he s:ea.££ policy 
witness reco=enc.s tbat 'the pri::.cipal ea..-=iers ?Ost in their 
offices the pay.:ne:.t and. coz;.traet conditio::.s they of :fer to pro­

spective subhaulers, and that GO l02-F ~e ~ended to, require ·payment 

to s~haulers wi thin ten days after the completion 0: the t=a.:lS­

poration service. 
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'l'ra:lSporta. tion subj eet to cevia te<i rates granted ill 
accordance with. Section 3666 of the Code is the oD.ly a:ea in 

whicb. the Commission estaJ:)lishes revenue division requirements 
between'principal ca.-=iers and subhaulers absent ~e existence of 

substantial ent.""Y cont::ol Or shippe=-ca::rier a£:ilation.. 'According 

to the s-r~f: policy wit:less,' tlle isolation of deviated rates' :rom 

other rates :or the special application 0: ~posed subhaul price 

controls has not se..-vee. any useful pur-~se and should be promptly 
discontinued.. 

y;gal Division StAf: position 

':he policy of our Legal Division as expressed in its 

brief is s~rized. below. 

The Legal Division is opposed to the i:position of the 

proposed equipment ~tili%ation rules ~ any fo~. The concept 

that this Co=ussion should force ca-"'":'iersto compete on the basis 

of service ratller than compete on the basis 0: prices established 

~ tbe ~ketplace is completely contra-~ to the Legal Division's 
view 0: the entire t~-ast 0: the Commission·s reregulation proqr~.~ 
~cessive service co::tpetition has worked. to the de'::'i::l.ent 0: the 
shippi!lg public si:lce this inefficient s~stitute for· price com­

petition results i:l inflatee costs 0: operation for california 

carriers. 

Any such ma=ket division or proposal to require specified 

units of eq\:ipme:c.t that a ca.r=ier ::lust utilize can o:o.lY,result in. 

more complex and ehaotic :equlatio~_ ':hese p:'oposals are ove:~=oad. 
" and i:npact the enti=e spee"tri:c::l of tr.:.cking ente=:;>rise licensed ):)1' 

this Co::xm.issio:o.. In the LeS'al Division's view th~se reco::x::tendatio:o.s 
serve none of the S'oals discussed by the tra..."lsporUltion division 

wit:o.esses ane. de:nonst:ably wOl'::k to: ~e e:etri::l.en:t 0: thesliippin9' 

publie. 

51 See :Oecisions 90354 (May 22~,1979) and 90663 (August 14,1979) •. 
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Wit." respect 'towhet.~er the Commission should c41.tcgorize 

sul:>hv.ulers a:> "carriers,~ it i::; the view of the Legal Division.t~t 
the historical p:actice of considering subhilulersas· carriers, is 

~~ncccssary and should cease. Legal Division notes no statutory 

roquir<!."I'Ient to regulate subhaulers and is o'fth'e opiniontha~' a 

grc;;l t c.eal of ti."'t\~, c::fort,. :noney, and f'crsonnel could be·. co,nserved 

if sub~ulers we:e !reed ::om =eg~lation. The Co~~ission it notes 

:an ane ShO~ld d~"nand t~a t Overlyin~ c~rriers . \lnd.er ,itS. juriscliction / 
00 all of the th~ngs wh~ch the Comm:.ss.::.on 'bellev.es .arc ,.l.n .. the V···. 
interests 0: t.'1e shi!J~ing public, including ,being fair and reasonable .. 
wi ~"J. respect to t."le eIn?loyment 0: unc.er,lying carriers or subha\;.lers" . 

.... i th. respect to the proble."'!l raised by the TranslJOrtat.ion . 

Division witne.ss concerning this Com:ni$sion's effor·ts to l.;.l.."ce 

commor. c;;lrricrs andpe:oni ttea. carriers on a :nore c.·<r~al foo,ting 

for purposes o:f competing with res,t.>ect to price, the I.egalDivision 

suggests tr..at this Commi.::sion should rcq\;.est that thc,.Legislati:t:ce 

remove ~ll com.-::on carriers from Division 1 0';: the Code and pl.:lcC 

~he~ in Division 2 of the Code. It contends highway common carriers 
. . . , . . . 

shoulc not 00 sUb:iect. to t."l.e publie 1ltili ty obliga'tions of such 

n<l tur;;ll .monopolies as telephone and energy 1.!tili ties. Rather,.' 

com."non c.:lrriers shoulc be provided: an ec;:ual opportunity ana flexi­

bility to est~lish ai?pro?riate price levels in the.market.placc.;;'. 

Hence, t.~cy should ~ regulated pursu.:lnt to the s.:une criteria·.:ts' 

p~rmittcd c.:lrrier:: - the criteria unc.er Di.vision :2 of the Code 

(covering non-utility regul.:.ted entities) • 

.Leg a1 states that this CoJ:l:'niss ion r s pri..-r.ary duty under 

'til.e Code is to regulate the direc,t relationship between the" 
,. 

shi,tJping ?t.:blic and overlying carriel:'s. Legal believestr..at -:..."le 
, .. 

COr.:trn.ission,f$ direct resulatory cont:ol over carr ie::-to-car: ier 

relation~hi?s should. be li:nitee to situations in whi.ch th~reis 
clear ~u'blic benefit resultingfro:n the regulations. Finally, 'the 

!.egal Division concluded t."lat the Co:tmission should or..lyatt.empt 

to im~ctt..'lose ":f.:l.irness" or "safety" q.uestions· which- are· s'Q:s'cc?tible 

to regulation. 
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Position o£ Other Parties 
," 

In general, ,the evid.enee adduced by parties other than 

the sta:£ was li::U. ted to issuesraisee by the sta::E ~ Each sta.f::: 
proposal reeei ved support from some segments o£ the transportation 
:i.:ld.ustry and. opposition. ;from others.. I:o. general, shippers and overlying 

ear::ie:s opposed any substa::ltive changes proposed by, the staff with 
the exceptio:o. of the sta!£ proposal to broaden cross authority sub- . 

hauling, which they vigorously supported. carrier associations 

representing predami~tly d.ump t--uck subhaulers (AlOC and CDTOA) 
supported proposal.s to place more restrictions on overlying' c:.arriers. 

'!hey aJ.so supported the establis:b:o.ent of divisions of revenue, ):,etween 
overlying carriers and s~4aulers where such divisions do not now 
exist, and st:ongly op~sed that sta!£ recommendation to- permit 

'Wllimi ted cross subhauling _ . 

The evidence presented. and the Positions 0:: the various 

p.a:~es will be further discussed, as:>ertinent, imde= separate 
topical hea~gs wbich£ollow. 
C:oss Authority· S1:bhauling 

One of the pri:lcipal,?ur:?oses o£ this phase o£ case 102'.8 
was to review our present :eguJ.a:t:ion 0: <=oss authority subhauJ.ing_ 

':.b.e les-al status ,of c:oss authority subhauling has, as the staff 

noted,. never been ve..-y clear. This problem has been aggravated. by 

th~lack of a consistent coordinated approach to the issue by the 

Cox:o:nission a.:lc. our s~f:: over t:he years'. 
In Decision 47663, 52, Cal PUC 32 (1952) the Commissio:o., 

fo,llowing earlier preceeent,' hele: that independent contractor ;silJ;)­

haulers are p=o~ited by statute :=o~ operatinS" without the type 
o~ permit or ce~i£icate ~equi:ed for t~e o?eration~ which 

they conduct, and that the type of p~t or ce-~i£icate depends . ", 

upo: tb.e scope or nature of thei: operations. This holding ,was 

rea::i=ed i: a later investigation, S3 cal POC 366 (1954) ~ Notwith­

staDc:i.ing these decisions t.b.e sta.f£ has co:c.sistent.ly :nain"eainec. tilat 
radial and high~·ay contract ca-""'riers :nay s'Ubhaul under such p~.::mi ts 

£0::: highway co:mmon carriers, a:ld tJle COl'Cll'tission in the' intervening 

yea:s has not atteI:l-'ted. to re~e t1lat ca..-riers who subhaulfor 
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highway common car.:-iers hold., certificates. Although the staff h.as 

take:l a liberal atti t"..lc.e with :espect to subbauling fO: highway 

Co:mzl()n ca=='iers, they have historically taken a.:o. opposite view with 

:espect to speCializee ca...-:::ier opera ti()~.§J On til ~ te recently 

t!l.e staff :naintained. that no highway car:ier coulc. subhaul. for a 
specialized ca...-rie: tulless the s1Jbhauler i tsel£ h.eld the specialized 
pe:lU.t 0: certi£ica te provided £0: unc.e: the Coc.e to tra.n.sport· the 

specified commodities at issue... This position was i:l£ox::a.a11y enforced 

by the sta££, ar.d was n.ever challellged by the indust...ry nor reviewed 

by the Commissien 1l:lti1 the eIlact:::nent ()£ Senate Bill 8-S0' (Chapter $40, 

Statutes 1977). 

In spite 0:: "0 ~ s rather ha.?h.aza:d req--.:.la.t.9=Y- ,history the 

praetice of s1Jljb.auling has .flourished. In. recent years the s=owth in 

revenue ea.r:led by Subhaul7's has consiste=.tly outpacea the growth in 

ove:::all inj::'astate :even7:e.. With. this g:owth, the need to: ::lore clea.:ly 

<ie£ine the legal statllS aIle. pro~ scope of the pra~~ce has increased-_ 

In i:l~le:centin9' sa S60 we tQOk t:1e opport'll:lity to·:::eview 

our present regulation of subhaulinS' i:l order to providecar::iers 

a£fectee. by the 1eqislation a better basis upon which to- eeeie.e tJ:.e 

::::a:ner in which to eo:c.vert, or g:a.:nd.£at!:.e.r, their radial peJ::lli~. 

We felt that ea...-::iers who engage i:l subhaul operations should. be given 

some indieation of the ex~ent to whieh cross authority Subhauling 

woul<.i be allowed a£te: the i:mple:ne:c.tation 0: SB SSO • Following t";'': s 

review we issued Decision S957S c.esc::iJ:>ing the :::.a:J.:ler ill which SB· 8:6-0 

would be .i:nple:e!lted, a:d granting pre1i:nil'lal:'Y approval to.l~al 
cross aut1:.ori ty subbauling for both ::lost specialized carrie:s a:ld for 

hig1:r;.lay COI:l:!lon ea...-:rie:s... We i:.dica ted our S'e:l.eral policy: that: 

~e Public Utilities Code contains a va:iety 0: ?ro~sions 
gove:::ung "speci41ized car.::-ier operatio:c.s includins petroleum 
transportation, ~ctio:c.s 214 aJld 3518; Cement, SectiO:l 214.1 
a.ne 3519"; Du:.:l? :uek, Seet.ion 3520; Livestock, Section 35021; 
Asric-....ltu:a.l, Section. 3525; Househole gooe.s, Seetion-5109; and 
Heavy Specialized, Section 3523 - Add.e~ by SB 721 (Chapter ill. 
Statutes 1979). 
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1.. Any car.::ier :nay ~bAul :or an.y e.ar:ier 
h.old.i..'"4g' like autho:i1:Y.. Rigb.way eom:non 
ea=iers :nay,. :0:: e.~le, s--bhAt:.l for 
other highway common e4--:ie:s. 

2. Cont:act car:ie::s !M.Y s~~ul :0: an:y 
other ty'?e 0: ca...-:ier except ~ouseho1d 
gooes ca:riers. 

• 

3. A:J.y carrier:nay subhaul !:or an aq=icuJ.­
~~al carrie::, wi~ the exception 0: logs 
~y a seasonal agricultural carrier. 

Decision ~o. 89575 was subsequently :odified by Decision 

~o. e9730 to defer fi:l.a1 resol-::tioll of all cross ~ha'CtlinO' issues to .. .. 7/ 
Case No. l027S.- !t was ott: i:.tent that Decisions ~os'. S9S7S and 

89730.',provide gt:idance only, pez:.di:lg reso1l.!tion 0: cross s'C.J)ha'l!li.'":.g 

iss'Ues\l.:l t:::..is phase of Case ~o. 10278. F=ther hea:i:lgs wer~ 

sched1:.1ee ill tb.is procee<:!i:tg folloW-:-=.g the issuance 0: Decision 

No. S9730 ill order ~hat all parties would have ~le opPQ:rt1:lity to 

present eviee:'lce on ~ issues inVOlved. A full recorC: O:l t1:e c:oss 

s~ha:c.ling issue has been mace and: all i:lterested: ?arties have now 

had an. opport~"1ity to ~ hea:d. 

'!'h.e range 0: testuony covered the entire spec--==, from, 

th.ose who proposed ~t ~y car=ier be allowed to sttbhaul :0= any 

other carrier, to ~ose '",ho opposed cross a'Ctthori ty s'Ubllau1ing i...,. 

any fo::n. 

'!he Commission staff supported. =li=i tee. e:oss subh.acli:lg ... ' 

'l'""'-is t:ley poi.'"ltee out wot:l.e. allow the :::xaxi:o.um ~ount of equip:"tent to· 

be shiftee. to :eet seasonal peak e~ds for t=uCkL~g equi?Oent such 

as occurs i."l Aq:ie--l t=al b.auli:.g. They also :e1 t -.:he anti:nono?Qlistic 

-'/ . Petition·s :0: =eheari:lq of Oecision No~ 89575 we:e e.eniee.. 
Six -oetitions for writ o:.rev:.ew ''''ere filed. '..rit.."l the Su~re:ne 
Co=to:E, Califo:':lia. (SF !~os. 23970, 23972, 23$t73, 23~7',. 
ane. 2397,6), which were der..ied. Reql.!est for a stay of Decision 
::':0-. S9S75 was de."liee. by Oecision No. 8:9397 dated Jc:s.nuary 16,. . 
1979, wit.~ =espect to subhauling issues. 
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e££ect desirable. The protected position o£ s~ia1i%edea-~iers 

which has resulted £:om the sta=.:·s prior. requirement that each sub­

hauler have the same type of specialized. car:ier operating authority 

as is reqllired by law of ca:=iers offering specialized services 

to the general :?~lic, would ~ S'l:!)sta:ltia11y reduced. .. 

'!he Ca.lifor:lia ManU£actu.::e:t's Association, The Tra£fic 

"II 

"'i', I" 

1\,. 

~gers ,Conference o.f califo:r=.ia, and. The canners League of ca.J.ifo:nia 

st=onS'+y support the c::oss subhat:.ling proposals of the staff. These 

organizations testi.fiec 'that the s'ta£.f p:oposal will result in lower 

carrier ope:ati::::.g costs through g:eater utilization of equipment,. and. 

'that ::lore equipment will become available to :::teet peak seaso:a1 de:nanCs. 

CU=iers split on the issue. carriers tha t ~ploy large 

nu::Jbers of pullers (st:.bhaulers fu..--nishi::::.g only. a tractor), ellgaged 

pri:nari1y i:'1 the tra:lSportation of general freight in t-~ckload 

quantities and ~~. the d~ truck .field supported. li~ral c:oss 
subhauli=.g. CoIisiC:erable opposition however was voiced' by diJ:lp t--uck 

'II . , 

subhaulers, and dt:::p truck overlying carriers that eIllp10y fU!l~unit 
• 'III 

s'C.bhaulers. 
" 

Du::lp t..-u;~k' subhaulers and dt::1lp t--uck over1yi:'1g carriers 
I' 

that e:mp1oy fu11-#t subllau1e=s alleged that there is suffieie:'1t 

denp truck equipm~~;t available from ca..-=iers ·..,ho have specialized 

dump t...-uck pe::nitsto :meet existing c.e:::nand. They admitted that there 

was a shortage of:dt:np t...-uek eq'I:ipme:'1t i:'1 1978, :O~:t responded that 

buildi:'1S' a:ld cOllSt::"..:ction ae-..i vi ties ·..,ere slower in earlier years 

'which :esul tee. in",a surplus of C1J:ll? t...-.:ek equipment i:l' those years., 
They also alleged:tha.t special skills are required -:0. operate dum? 

t--uck equipment • .... i:Lich are :::lot gerie:al1y possessed. by all' t...-uckers' 
" , 

and that t.:-:1S £act. is. reflected. i:'1 Sections ~610and 3615 of the 

Public Utili ties c~oC!.e.Y Evidence . ..ras p:esented by other du."'Up t...-.:ck 

overlyi:'1g ca..-=ie;t=5 to show that de::laD.e. £0: dum?· truck service exceeds 
, , ' 

the supply, that's'tat:ltory :estrictio:lS 0:'1 the issuance of dump 
\ I' ~ i . ' . 

truck pe%::lits ha:~;. e£fectively el:i:o.inated ent...ry i:'1to the field and 
',' 

, " 

sect.l.on 3&1a-:-aeclares d:1.ll:1? t::'.lck transporta'Uon servl.ces to, 
be a "highly specialized ty:?e, of truck transporta. tion ... 
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4gg:avatee this supply problem, and that carrie:s who eo not possess 

dlZnP t--.:ck autl;ori-:y can,_ perform. satisfattory service as dum.,;?, trJ.ck 

subb.a.nlers. 
AIOO a..'"lQ. CD~OA contend tMt the lar..<;uage of sect~ons Z,520, 

3610 and 3611 prohi~its cross subhaulL~g ~ the dum? truck ~dust-~. 

5ection3520 provides ~t all ?ersons transporting ~terials for~ 
hire in dump- t.-ucks a:e subject to the Act, i..'"l.cludi.."'lg,.. they arg-ue, 
subhau1e:s so e=.gagee .2/ 

After consideration of the evidence'~d argument presented 

in this proceeding, we' !L'"l.c. it !lecessaiy to modify Ol::' preli."!tina..-y . 
fi..'"l.di.'"l.gs and conclusions with. respect -:0 cross au~~ority,sUbhaul~q 
expressee in Decision 89575., supra. 

':=he praetice of s1Jbhauling h.as been ree~izec.:by tlle 
legislat'.:re.. StJbb.auli:lg is :lentioned in Sections 1074, 3574 and 1064.1 
of the Code.. Tlle leqisla-eure has not however addressed t.."le 'question 
of cross at::thority su!>h.at:.li=.g. It is not specifically mentioned. in 

a.'"l.y of the sections of the Code defL'"l.ing specialized carrier operations. 
AIOe and QTOA have nevertheless cited the Dtmp· Tr.::.ck Ca...-riers AC,t' 

, i.."l support of their pOSition agai::.st cross s':.:bhaulinq. We do not 

find the~r statutory interpretation ?ersuasive. 

Section 3520 of the CcCe c.e:ines d~? tr~ck carrier 
essentially as a.r..y person. or corporatio~ engagec. in t=a::.sportatioc: 

for compensation 0: materials in.: e:c::!.? t:ucks. Si."':'.ilar lan.guage is 

:01!..~d i=. ?::-actically every cO<ie section ·N'hich defi:.es a· carrier class. 

See for ~xa."'tp1e Sections 213 (high.way commO!l carrier),. 2'14 (pet=oletc. 

irregular route carrier), 214.1 (cement carrier), 151S (petrole~, 

cont=a~ carrier), 3519 (cement contract ca--rier), 3521 (livestock 

ca-'7ie:), 3525 (agricultural ca:r=ier) a.."'ld 3523 (heavy specialized 

carrier). ~~s lan~~age if applied literally would produce absurd' 

resu1,,:s. We e.o !lot believe tbat the 1egis1atu:e i:ltene.ed-to' :equ.ir:e 

Section 3520 -::>rovides, InD1;:m'O truck carrier' means any person. 
or cOr;?Oration engaged i:l the transportation fo::: co~pe::sation 
over a:iy ~t:blic his-hwa;: i:l this state of ::t.ini!lg, bCl.ldl.!lg, 
paving a,::.<i const--uction ::aterials,. except ce=t.ent or liq"..lids, 
in bulk:":i!l e.C1? truck eql:i?'ten:~.1f Section 3610 re<£t:ires all 
du=p t=uck earriers to obtaL'"l a pe~t authoriz~~ such 
t.=ans?Q=,tation .. 
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employees of specialized carriers to, each obtain individuallic:enses 
'1 

from t.he Com:nission. E:nployees are "cn'9aged. in transport.a.tion for 

co:npcnsaticm,." but they are net i:'l. the busi:'lcSS of t.:ansporting 

pro~rt.y for t.he public. 'l'hey arc employee's, merely providing l,abor 

to t.heir elnployers who gCMrOlllyare in such business'~ As,'.a, result 

of t.his fundamental dis-:.inction we have. rcqu:i~ed aut.hority'o.fthose' 

who are in the business of ?roviding tr.:ln~portation'to the p.u.l:>l.ic, 

~ut have not required. that inee~nden-= 3u,thority.also be held by e·.ach. 

of their employees. 

Subha,ulers 03.re in many respcctssimilarto employees,., .'l'hey 

engage in tra:lsportation fo:: compensatio:l, but whcri.subhauling are' 

providing pri~rily labor and equipment for th<:!" overlying carrier 

who is offering the -:.rOlnsportatio:l service to the ?ublic~ Subha\llers 

in most instances have :l0 more significant. a business relationship 
'\ . .', 

with -:.he shippi:lg ?~lic tha.:l do employees., In.. both: instances .t.he 

employer or ovc-rlying c03.r:::-ic:::- cont.racts. wi't..i. the s!lipp~r/ determi.nes 

the shipping charges, ass\!."ncs :es?Onsibili-ty for the. s~fe' 'and timely 

delivery of the shipment, bills the ship?cr and settles 'any claims 

which may have arisen. !n o'JIopinion,. although there arc' important 

disti:lctionsbctween employcrs and subhaulers, thereis.r.o'It\ore.lcgal 

justi!iclI,'t.io:l for requiring subhaulers to inde?e:ld~ntly possess. the 

sa."ne c13ss of operating autho:-i--=y as the overlying carrie: with 'which. 

he is~gaS'ed <:r.an to ::-equire such authority. of employee'sa. In our . . 
, . . .-' .', 

opinio:'l. the statutes were enacted for the pU:'po.se of regulating' 

carriers offeri:'l.g service to the public, and can be so construed •. 

~ei ther do we find a.~ypractical j ustificationfor requiring 

specia.l.izee authority of subhaulers. Rest:::-ictin<; subhauling in this 

ma!'l.."ler would only increase costs to. carriers and shippers,and i:ped:e 

the ability of the industry,to m6ct?eak seasona.l demands !or,trans-

po::-tation service. 

The relatee question of what authority ,if. a.ny,:is required 
, " I • • '. ' 

to subhaul :r:e~ins. :-:0' change in the' ?resent ma.. .... ner ·0·£ iss1,l.ing 
'. I. 

permits or other operative authority to carriers wishing to' subhaul 
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is recommended ~y the tr~ns~rtation division of the staff. In 

gene:.!I.l, othe: par~ies concur with the transportation division on 

this issue. '!he sta££ legal division advocates economiederegula.tion 

of subhaulers. Legal would reCI'lire no. eperating authority e·f·sub-
'. .. 

haulers.. Fred H. Ma.ckensen appearing in behalf of .. the Murchison, 

sroup 0: 39 permit and ccrtificatee. carriers s.uggested ~t a 
distinction be drawn between ~o:'e subhaulers. who. perferm se:rvices 

. . 
exclusively :or a single prime carrier and.· t.,"'l.ose. who. serve more ,t.."an / 

one overlying carrier. l'he fe::::6er he susgested sheuld· be treated as 
essentially si:nilar to employees, and. the la.tter should continue 
t~ ~. regulated. 

In our opinion the Coe.e requires· at least some: authority 

from the Commissien to subhaul. Although the sections of th~ . COde 

cited above do net appear to enco:mpz:.ss subhauling, the generic 

definition of "highway carrier" contained ir.. Section 3$11 is worded 

differently, and does aplJear to. enco:np..ass t.."'lose engaged'in the' 

J;Jractice. Sec-:.ion. Z51l pre;vides: 
If 'Highway carrier' means every corperatio.n or person., 

their lessees, trustees, receivers or trustees 
appointed by any court wha tsoeve.r, eng.:lgedin trans­
porta-tionof property :o.r compensation o.r hire as a 
business over any l-'Ublie highway in, thisstate . .by 
means 0:: a motor vehicle, except. that I highway 
carrier' do.es not include~ . 

(a) ~y iaxmer resident of this state who·· 
oceasio.n.ally transports fro.m the place of production 
to a w.:lrehouse, reS"Ular :market, place of·sto.rase, or 
place of shipmen.t.the farm products of neighboring 
:fanners in exchange !er like services on :fer a cash 
consio.erationor fa::u products for compensation .. 

(b) Persons o.r; corpora -eions hauling- their own 
prope:ty • 

. (c) Any £ar.m.er operating a :notorvehieleused 
exclusively in t..~e transportationo:f his J.ivestock 
a:".o. agricul t\lral co:mnodi.ties er in the transportation 
of sUlJl:'lies to. his. £a:cu. . 
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(d) A..""lY nonprofit agricult'Ur.;l,l cooperative 
association organized and acting within the scope of 
its I-'¢wers under Chapter 1 (commeneins with Section S~OOl) 
of Division 20 of the Agricultural Coe.c to, t..i.e extent 
only that it is engaged in transporting its own 
property of its me.."nbers. ' 

(e) A.""lY pers~n exclusively transporting Oni,ted: 
States. lIlail pursu.a....""lt to, a contract with the ,United 
States government. 
(Emphasis ad<!ed) 

Subhaulers do en$'age in transportation' "::or-hire as a' bus,incss;", 
While'~hey ~:e s~lar in'many respects to'~710yees, in~hetrucki~g 

i:l'dustry,. unlike em?lo)rces, sub~a:llers, are i!'ld.ependent businessmen and 

women. They generally provide overlyins' carriers wi1:..i.. little more 

t.i.an labor and equipment, but in contrast to e:nployee's" t.i.ey a=e in 
business independently o! the overlying carrier' with which t.i.ey ellgage. 

The very specific exclusions contained in paragraphs (a) through 

Cd) of section 35='1 reinforce this interiJretation. If t..i.e legislature 

intended to exclude subhaulers .from. the definitio,n of highway carrier 

and fro:n regulation, it is i.~p=obable th.:tt they ..... ouldspecifieally. 

exclude persons h.au~ing their own property and: fa:..~ers t:r;a,nsFO'rti'ng 

supplies to thei=':ar:ns, and yet remain silent with respect 'to ~rsons 

engaged i:l. 'the Dusi!l:ess of providingtra.."lsporta tiOll service indirectly 
to the general public through subhauling. 

Since subh.iulers are "highway carriers"' within the meaning 

of Section 35.11, they are subj'ect to- regulation undcJ::. Div:ision2, 

Chapter 1 of the Public Utilities Code. Section J;S4'1 of Division 2 

provides that: 

"~o highway carrier ~ •• ·shall engage in the 
bttsiness of the t.rar..sportation of property for 
compensation bYlllotor vehicle over .any ?~lic 
highway ill tr.isState,. except in aecordancewi th 
the p=ovisions of this, chapter ••. " 
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'Onder Section 3543 highway ca.:c::iers a::e prohibi't.ee. from operating 

any vehicle unless there is displayed on the vehicle an ide~ti::ying 

symbol sho~g ~e classification to whieh the ca--rier belongs. This 
clea::ly i::I.plies that highWay ea....-:ier su.l:lhaulers must belong' to' some 

classi:icatio:c.. 
If ~O, other permit is possessed, subhaulers must' have a 

contract carrier per.nit. In Section 3517 tthighway cont=act 'carrier" 

is defined by eielusion: 

It 'Highway contract car::ie::' :leans every !l..i9'hway 
carrier other t.han (a) a highway COI:Clon ca..-rier, 
(b) a ?etrole~ contract ca::ier, (c) a petrole\::l. 
i...-regular route carrier, Cd) a ce::ent contract 
carrier, (e) a dc.p-, t--.:ck carrie::" (::) a cement 
carrier, (g) a livestock ea..'7'ier, or (h) an agri­
cultural ca--rier. tt 

S~hau1ers who do not possess any of the other listed au~orities, 

are therefore hiS'~y contract ca..-=iers.. 5eC't.ion 3571 prohibits 
highway contract ca....-:iers f:om engagi:l.g in b'C.Siness, wit:.out a pe::mit 

from the commission. Therefore,. t!:.ose s'OJ:)haule:s whO: do not p¢,ssess 

a.."'ly ot.~er aU'tho:ity ==om. ~e com:n.ission must obtain, a r.ighway'contract 

carrier pe~t in order "=.0 operate in Califo~ia. 
, ' " 

I:l sumJn2Jry, no provision of the" Public Utilities code 

prohibits unli::l.ited cross aut.hority subhauling" :lor do·we::i:ld any 

practical justifica't.io:l for doing so. 'C'n.li:ni't.ed cr?ss authority. 
~b.auli:l.g can lower costs :or carriers a.:J.d. shippe:s', ancl: will 

. " ..... . 
better enable the i:lc.'I;:.st---y to meet peak seaso::.al transportat.io::. 

d~~ds. At leas~ some au~ority :rom the Co~ssionis however 
r~~ired. to s'l;:.bhaul. Carriers ~ot possessing any other op~ratinq 
authority ::rom the Commission ~st ob't.a~ a highwaycont:act ear:i~r 
permit in order to s~haul. This decision supersec.esoecisions S9S7S 

anc. 89730. Appenc.ix B at.tached hereto supersec.es sL~lar appendices 

which acco:panied Decisions e957S anc 89730. 
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carrier-Broker Operations r 

In :.E:xhi.bit 29 the sta£: concl'ttded. that principal, or over­

lyillg carriers that employ . Sllblla:ulers exclusively to per!o::n. their 

t.:~rtatior. service are highway car:iers and are not :notor tra:o.s­
portation brokers reguJ.ated under Sections 4801-4880 of the. coee!o/ .. 
Unlike motort:ans-~=ta~ion brokers, they offer single party accounta­
bility to the shippe::, covering solicitation, estilnation, doc'ClUen­

tation, and ~illing. Such ea.-riers, o!ten refened to as carrier~ 
brokers, often operate without t!le possession of any equiPment.. Quer 

overlyins ear.riers own. t:ailers that are leased to "pullers", or 

s~h.aulers own.i:lg tractors. The sta.££ stated. that the increasing 
co:tlpeti tion from car::;ier-broK.e%'s haS a:::ectee.. the stability .and well~ 

beinS of the t:aditional can-iers whici:. own thei: equipment. This 

conclusion was based t..-poll little :nore than the observation that ca...-:ier­

l:>rokersdo ::.ot assu:ne the "cl::.a.racteristic burdens. 0:: t:ansportation" 

and are !lot s-c.bject to 'Unionization or ,union labor cos.ts ... Acco:r<iing 

to the staff, these .. characteristic bw:de:lS of transportation embrace' 
pri:lcipallythe cost and obligation of maintaini::!.g eqUipment in' good 
operating conciition and the bl:siness risk associated witha· large 

ea:?italinvest:::.ent in tractors and risinS variable costs such' as f~el 
and repai:s. 

'1'0 remedy t!lis perceive<! problem the stat: recommends that: 

(1) ~o hishway ca.:'rier operating authority should be issued 
ii 't!le applica:l.t does noti:l.te:c.ci to; ass'tCe ee ~ve 
descr~ . ella:acte::is~ie burde:lS' 0: :a.nsportationi·· 

l&1 $ection4S03 ~rovides: 

"';803. 'Motor -:::ansj?Ortation broker' means a.""y person who, 
a~s ei~er i:dividually or as an of:ieer, commission 
age:lt, or e:ployee of a corporation, or as a :nember 0: a 
copart::.ersa.i~, or as a commission age.:lt or eI:l?loyee of' 
anot:l.er pe::son., sells or of::ers for sale, or negotia. tes 
for or holds ~elf o~t as one who sells, =~~shes, or' 
proviaes, transportation over the publie highways of this 
St:.ate, when sueh t:'ansportatio:i is fu.~ished, 0:: offered or 
pro?Osee to be f~nished, by a mote:: carrier." 
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(2) Appl..';.cants for operatillg authority wbo inte:lQ. to .cond.uct 
only subha'lll operations should be requi=ed to possess, 
eitller til.:'OUgA lease or purehase, at least one power unit 
capable o:fpulling the t:::'aili:lgequi~ent that will·be 
1.:Sed to transport the co:omodi tYi 

(3) Applieants :0::: operating authority wbo intend. to, t:::anspon 
pro?e-~ directly for shippers should. ~ required to 
possess, either ero'Ugh lease or purchase,· at least one 
:full unit 0:: ~pment (truck, t-~ck and pull trailer, 
traetor and semi-trailer, tractor alld a set 0:: doUbles 
or any eoInbi:la tion of power u:li t and t:rai~9' equipment) 
capable o£ tl:'anspor-...ing thecommo<iities for which operating 
authority is sought. . 

X.h.is ?roposal was wiciely e:i ticized on the grou:J.ds that it 
is both 'Wlworkable' and i::npractieal. C:oss-exa:oination of sta:"=. 

witnesses and direct testimony of interested ?a--ties revealed a number 
of i:l£i=.i ties. 

For example, Jet Delivery, Inc., One-Two-Tbree Messenger . 
Service, MC Messenger Service, Inc., Rocket' ~essenger Service, Inc .. , 

and Red Arrow Bonded Messenger Corporation presented testimony in 
OPPOSition to the staff proposal requiring that eaeh ~t holcie::: own 

I 

or lease one =ull ~t 0: equipcent_ These carriers hold p~ts as 
raCial highway Co:::::lon ca..-rie:rs. They have for many yea%'s o:fered 
~ted. cielive:y of such items as l:>usiness reeord.s,legal c.oc..::.."t'le:lts,. 

!l:le<iical sr:-eci::::lens, ::il::l, pri:lting ::laterials, and c....-ugs which require 
immeCiate ?ieku? and cielive:y. Each carrier utilizes small vans and 
passe::ge: ea:s whiC.:l. a:e leasee. from their ow:ers who .. are employed 

l:>y the pe:c::i t carrier. ~e ~iers own. :lone of the' motor eql:ip:nen.t 

usee. in t:b.eir operations, and hire !lO in.depe.ndent employee drivers. 
The equi==ent leases confo:cu to ?a...-t III 0:: G.O. 130.. In the. per­

:o~ce 0: ~eir duties, the lessor-drivers are uncier cOmplete 
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~.: . ~ 1 4: _'I.. • • W Th . \.iooIoreetl.o:;l. an ..... contro 0... ~e pe:rm.l. t carr:ter. e messenger ser"'r.l.ces 

contend that the use o£ driver-lessor employees has been. an essential 

element o£ thei:' success, as such operations compete primarily with 

proprietary services. The use of driver-lessors allows these ca...-riers . 

to maintain rates at a low enough level~o attract sufficient volumes 

of tra.::ic to operate e:Eficiently. If the messenger services are 
. . I. • 

r~ed to conduct operationS rith. their own equipment, theyasse...-t 

that they would ~ '1l:laJ:>le to ren::ain competitive· with proprietary 

operations and, thus~ would be :orced outof:business. 

The sta£: policy witness also c:i ticized the proposaJ.. He 

testi£iee tbat the proposal would have no practical ~pacton carrier­

broke:s since any single piece o£ equipment includillg a pickup t...~c.k 

would. sat:.sfy the proposed requirement, even t!:lough ·that ~p=ent m.ay 

not actually be practical. for the se........nce. in which the ca-7ier· is 

engaged. I:l this :nanner the intent of the r~rement could easily be 

ci:emnvented. 

The evidence clearly demonstrates the i:l.fi.::mi ties il'lherent 

i:l this proposal. It wotic. have little i:npaet on the activities of 

c.ar.:'ier-brokers because no restriction is placed. on the n'\:lllber of 

sul:>haulers a broker can· e:c.gage _ OWnership 0: one piece of equipment 

would be rather ~eani:gless where carrier-brokers engage SO to 100 

subhaule:s, as do ::la!l.y 0: the respondents in this proceeding. 

T!le sta£f ;>olley- wi t:less reeog:'.l.izee the rather li::ni tee practical 

e£:ect 0: this proposal and indicated that the sta£:. would not object 

were we to reject this recommendation. Finding no productive pu--pose. 

to be· served by the proposal, it will be rejected. 

I:l ABC Messenser Service, Inc .. , et"a1 .. (1971) 71 Cl>UC &$04 
we :ouna t~~t 4 noncarr~er who le4ses his 'personal vehicle 
to a hig~~y ca=ier, and in tu....~ is then ?aid by the 
carrier :or a stated period of ti:ne to per:ol:l'!l transportation 
service, is an employee of the ca..-rier, and not a highway 
carrier.. 'l'hat ?roeeedi.ng is leading with respect to driver­
lessor oper~tion. 
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To accomplish essentially th.~ same objective as the foregoing 

staff proposal (that is to rest:ict ca--rier-broker operations) Team­
sters, Delta Lines, and Paci£ic Motor 1'rucki::.g (PM:') proposed that 

each overlying carrier t=ar.sport at least 80 percent of its total, 

basiness with its own equipment~g; The proposal requi:r:e~ that an 

ove:lying carrie: ~::.tain records tha'l: show, either by nu:ml:ler 0: 
loads, :by tonnage hauled" or :by revenue, the amount of traffic handled 
by subllaulers :or a given. period. Whe:lever a :c.axi:nt::m of 20 percent 
of tbat total is exceeded, subhaulers could no- ;loIlger be used. Several, . ,. 

of the parties oppose thl.s proposal, including 01A, ,CCA., and overly"-:o.g 
carrier g:oups, on the :basis that it would severely a::.d unnecessarily 

ll:ci t the operations of :nany overlying carriers. in the t...-.::.ckload field. 

We agree with the parties wh~ oppose this recommendation. 

This proposal has little .:c.eri t. It would curb tile activities of 
carrier-broke:s at the expense of i::.dust-"'Y efficiency. The proposal 
wonld in all probability lower carrier load factors, increase the 

.. 

nl:l:ber of empty :niles, waste fuel., wmecessa..rily. i:lc:ease 'carriers' . " 

i:.vescent in equip::ent, and ilnpede the ability of carriers to respond 
.. ' 

to peak demand pa...-tiC".ll.arly the season.al de::nands of agricu:l ture. The 

e~~orcement pro:blecs and record keepin~,=equired would, in addition; 

place a burden on overl~9' ca--::iers a:l.d OIl our sta£f which far out­
weighs any possible regulato::y pu--pose. 

The principal pu..-pose underlyi.."lg both of these proposals 
see:ns to be reduction or eli::::.in.ation 0: the :business operations of 

carrier-brokers. No need to reduce: or,eli:m.inate the' operations' 0: 
, I 

such carriers has bee:l demonstrated.. on' thfs record. The competition 

That proposal :.s derived :rom the' s~tistl.cal data £ur.ushea 
by t1::l.e staff which showed that,. on an overall basis,. 20 pe:cent 
of the tO,tal reported :notor carrier revenue for 19.77 was . 
earned :by: subhaulers.' :.,' 
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)jetW'een e.:.r.:;iers o:f£eri:l.g service. :'cllrough owner-operator subhaul labor 
,I'T 

a:ld. more traditional carriers has .t!ot been shown t.o. be unhealthy to 

the ind.U$t:'y, or in a:r.y way d,etri:mental to the p'l:blic by the testi::ony, 

presented herein. while there :ay be some doubt on legal and praet.i­
cal g:ounes whether tile ~ier-broker is actually a carrier, there 
is no· doUl:>t that in the present scheme of operation wi thin the trans­
portation ~dustry the carrier-broker oec:pies a significant role, 
par-..icttlarly in ~e dt::np tr::ck £ield. . . , 

The absence o£ empirical justi:ication. £0::: redu.cing or. 

elilninating the curier-broker has riot .been. overCOllle by: the sta:f.f,rs, 
relia:.ce upon "the characteristic burde.ri.s of transportation." !:l 

Ae>lication of ca:a 'I':!:ansportation Co. Inc., Decision No. 89136 

(l97S), we recently discussed the closely related concept' of 

"d,ed.ication" and its ~portance ~o common carrier cer--i£ieation. 
Inherent in the notion of public utility service is at least some 
min"'mal de<iication o£ facilities to public. service. Xhis :requ:i::es 

applica,nts for COlmIlon carrier authority to- u:neertake some direct 
obligation ane: accompanying business :isk. 

"Applicant's proposed. operation as a public utility 
common carrier 'Nould be co:d'C.c'ted wi e none' of its 
ow:c. eqo.ipment. We are aware that existi::.g common 
ca::=ie:s 1:Se subhaulers on occasion_ However r wh.en 
certificati:g .a. cox:::m.on ca:rrier we ::::t:st find that the 
applicant possesses the ':itnessto provide the 
propose<! serv .ice,. which ::Leans adeqo.ate capital, 
equipment,. and, resou:ces to reasonably cond1.:ct the 
public service proposed. Rere, applicantow--s none 
o:f the e¢pment to be used;,' It, does not p:opoS;--
to contraC't ~Nith s~haulers on~y. for overflow, or to 
~dle peak period traffic, or ~o' accommodate shippers 
wn.en i'tS own. equipment is :lonoperational. As such, 
we conclude that applicant has not demonstrated that, 
it, with its :acilities,. can reasonably provide the 
puolic se.:v':'ce :for which it seeks a p'C.blic u.tility 
:rancAise." 



• • 
c. 10278 - FS 

" 
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The staff would in . effect, e.."(tenC. this eoncepto£ dedication;, 

Deyond its legal :bo1:nCs to all car.z:iers. Abse:lt the legal requirement 

discussed in ~, we presently see :l0 reason why the obligations 

and busiZl.ess risks cannot be ~hared." with those providillg, the busi:less 

enterprise with labor and equipment. ~e very nature of the business 

relationship bet'wTeen ca...-,:ier-broker .and subhauler depenc!s upon a 

sbarinS of ~us~ess risks and obligations, including those which the 
sta:::': has t~ed e.e' "characteristic bu:dens 0:, transportation ... 

'Xhe ':act that :nany 0: these "burdens" are ur.dertaken by indepenc.e.C.t 

businessmen and women • ..ri til ,whom the sh.ippi!lg' public has little ci.i:ect 

contact does not :legate or 1mde:cnine the value to- the public '0£ the 
service perfo=ed. by these individuals. cali.for:lia law -me. Om:' iegulation 

pe=i t owner-operators to serve shippers directly wi -:.!!out the inter­

mediation of pri:ne earriers, or ca:rrier-brokers • Many" nevertheless, 

h..ave chosen to operate coope:atively i:l this .I:lallIler·.. Future ,pro-

ceedi:lgs may shed more light, on these relationships and lead the 
COcmission to a different result. 

Division o£ Revenues B~~een carriers 

AlOC propose<! in case No. 5432, Petition 904 that the 

Commission establish divisio:s 0: revenue ~tween prime carriers ane 
s1.lb~ulers i:. eo=ection with. all transportation si:bjeet to· "l'lj D :rn:cm 

rate regulation. Such divisions 0: revenue are presentlymandatec. by 

.Mi:li::lum Rate 'l'ari.f:s i-A, 17-A., ane 20 gove-"":li:lg dt:::lp t...-uck transporta-

. tion, and by Mini:l:t:::l Rate 'Xari£: 10 gove::n.ing the transporta:t;ioD. 0: 
cement. It was ag:eee at a p:ehearing eon£erence in this proceeding .. 

that the Co::mission would.adcl.ress i::. this ease the :basic issue; raised 

in Case 5432, ?etition 90';. 

AlOO ' s petition was 'opposed by the s.ta:f£, CY.A,CTA, CCA, 

Murchison group, Zandler group, a..'"ld individual carriers .. 

AlOO presented evidence in sU??Ort of its proposal through: 

its general ~ger and. ca....-,:ier members.. In its brie£, AlOC recommends· 

that the division of revenue .accruing under. miDimutn rates be eistributed. 
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95 percent to the subhauler who has his own full 'I:lli t of equipment. and. . .. 
5 pereent to the pri::ne, carrier~ or 8S percent to the subhau1er who pulls 

the pri:ne carrier's trailing equipment, and lS pereent to; the priIne 

ear:ier. ~e divisions of revenues. to subhaulers advocated by AlOO 
are swstantiaJ.ly in excess of the revenues now receivee J:ly suJ:lhaul.ers 

testi£:r-!lg i:l support of the proposal. Those subllaulers. testified 

that without 'C!le establisl:lment of mini:ll'lm revenues for their. operations; 
their revenues a:e, and will conti:lue to be ,be1.ow' that neeess4-7 to 
continue sa:fe, efficient, and pro£i~le operations ... 

The proposal was opposed by the sta:ff, c.~, C'l'A, CCA, 

M'urchison g:'OU?, Handler g:::oup, and individual ca--riers. 

~e Commission staff indicated that there exists no need 

for the Commission to i:lter:ere with the cu.-rent pricing mecbanism 

between pri::le carriers a:J.d subhaulers and expressed 'the opinion· that 

the free :::::.arket should set 'the level 0: subbaul rates·. The· sta£f also 
noted tllat it would J:le extremely di££icult 'to deV'ise an equ.it'a.ble 

division of revenue :o:mula that can be applied universally t~ all or 
. .. 

speei£ie<i classes of prime car.riers. ~generallyag:ee<i with the 

stat:. 
cr;... pointed' out the several years and the :many difficult 

problems that preceded the establishment of the eu--rent provisions 

of MR:'s 7-;"" li-A and 20 establis!ti:lg divisions of revenue. C:A 

Delieves those provisions were relatively sL~ple to devise, inascuch 

as they apply to iU!lgfrtle co:::::modities handleci in b\llk ill sill~le truck-
. loaes, and do not =eflect 'the many other di:fere:o.t eircumstances 

~cotultered i:l ope=ations under other tari!fsa ~"hen those problems 

axe taken under consi<ie:ation,. the development 0: appropriate divisions 
I 

of reve::.ues assertedly p:esents an insw:::nou:.table task to: ea:::iers 
and to the Commission. 

I:ldi vidilal overlying carriers testi£ied that they' use sUb­

haulers =der a variety of conditions 'Ullder which the division of 

revenues advocatee by AlOO would :be inappropriate. For exa:nple, 
several small shipments ~y :be accumulated by the ove:lying carrier 
as a si:ls-le t..-uekl.oad .and t::'ar.sported by a suJ:lh.auler to- £in.al c.es­

ti:lation~ ora s'tlbhauler .may transport such·' a load betwee:. the· 
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term;:nals of an overlying ca.r%'ier. -No consideration is given i:n. ;.lOO's. 

proposal to the services perfo==e~ by the overlying carrier for the 

pickup and consolidation of the shipments, nor for the distriJ:>ution 
made by the overlyi:n.g ca:rier. Diffie"..ll ties also would be enco1.Ultered 

when portions of a single shipment are hand.led i:l di££erent units '~: 

of equipment, such as split pickup or split d.elivery shipments. 
The evidence offered in support of this, pro?Osa~ :was uncon­

v"-nci;lg. '::he use: of S'Ol:>h.aulers i:n. california intrastate t..""Uckillg is 

widespread. ?a...-tie".l.la.:ly in view of the amount of subhauling in the 

indus~~ today, ~e evid.~ce offered to show that the practice under 
present regulation is unsafe, inefficient, and unprofitable was rather 
uni::lpressive. ~o cre~le evidence -""as i:n.'t:o:iueed to substantiate 'the 
elai::n that sa.!'ety, e££icienc-,{, or pro£i tabili tywoul<i De e~eed, in 

a:tJ."J way by a Co:mnissio:c. set division of =evenue between prime carrier 
I 

and subhaule::.. Evidence of any public Dene:i t, or bene£i t ,to shippers 
was equally eluSive. 

" Based on the record in this proceee.inS' we find that: 

(~) the establishment of divisions of revenues are not =equiied to 
I 

protect the interests of car=iers, shippers or =eceiversof goods; 

(2) it does not a~pear that COm:llission set divisions 0: revenue would. 

serve any use£~l ?urpose: (3) i~ order ~o establish divisions 0: 
revenues be~""eell overlyi~g and underlying ea--=iers eetailed comp=e­
b.e:lSive cost data ·""ould have to l;)e develo?ed; and (4) the Comrn'; ssion 
staf! eoes not hav,e 'the resources to adequately accumulate,. compile, 

and p:esent such co~rehensive cost 'data. We -.,.rill not mandate any 

adc.i tional e.:. visions 0: :evenue. Existi:lg rules regarding di vi.sions 
of revenue in MRXs 7-A, 10,. 17-A ane 20 are by stipulation bey;nd the 

scope of this discUsSion a:l.d will not be altered at this. ti::ne'.· They, 
will be Subject to i.inc.epe%ldent :eview in.a future proceeding. 
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Peti.tiQn 904 i:l. Case NO. 5432 and related petitions filed 
by AlO'O will be denied by separate oreer. 

Revision of GO 102 

GO l02-F CGO'102) conta;ns rules gover.oing bondinq requirements 

in connection with. s'Cbhaul~q, or leasi:l.g of equi~ment ::rom ~'employee. 

Our s'taf: proposed that GO 102 be, :nade :more ltuneerstmeableW' ane 

"enforceable'" by the following' amene:nents: 

(1) P::':le c~ers sho~d be required to ='4ke 
av~laJ:>le to st:OMulers ", schedule 0: rates 
set-...inq forth the compensation to be paid 
to. them !or se:vices to be rendered by the 
stlbhaule:s • 

(2) Prime caz.:iers should be required to 
:u=.ish to s-obhaule:s copies of the rated. 
freight bills for shi.pme:lts ttanspo:r:tee by 
s,'Cbhaule:s • 

(3) ?:i::e ca.:r:tie.rs shoule. be requi:ed to main­
tain s 'Cbhaul :registe=s to pee:. t the staff 
to readily ascertain -:he s'Cbhaulcrs engagee, 
the dates shipments • .... ere completee, the 
:ei¢'t bill =:t~e:s, t..i.e amounts eue sw­
haulers, ane. the ea.te pay:ne:lts ...... e::e te:lee::eo. 
to s"Cbhaulers. As a concomi -:ar:.:: to this 
::eco:mnenda:eion, s~haulers 'should ~ 
requ:L:ree. to promptly noti~ the Commission 
s ta:f of nonpay:ents, ~d to promtly file 
clai.::s against the ?r...:ne <:a::ier's s'ebha.ul 
bone. 

(4) l?:i:re car.:iers should be ::equi:::e<i to :M.ke 
payme:lt to s~haulers within lO days a;:te: 
c0In91etion of the shipment (vers'CS the' 
prese:lt :eqci:el:lent t!lat pay:rent be made on 
0: before the 'blentieth. day 0: t."'le calenda: 
:ron th. :0110W'l.nS' co:npletion 0: the shipment). 

The stat: ::ecottr.le:lded .::lO cb..a:lge i:l.. the $10,000 sobhaul 
bond required 0: p:ti::le ca:rie::s ~y CO 102, pc.rs ua:c. t to' see::io:lS 1074 

anc. 3575 of the Pi:l:>lic Utili ties Code _ 'rb.ese sections o! the code 

reqW.:e the C03ission to deter.nine ano. set such a ~nd which shall .. ." ,\ 

not be less th.an S2,OOO.we will disC'.lSS each of the issues, raised. 

l:>y the sta:£ sepa::,ately. 
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Scll.edule of Subhaul R.a tes 

The sj?ed.:ic s~f j?ropos~ls conce=n.i:lg the publication of 

sU:Ohaul rates :by pri:ne ca....-riers ~e: 
a. Be::ore ensaginS' a S'I.l:bhauler or a Suc-s1Jl:lhauler, a p=i:ne~ 

ca.-:ie: shall publish a sehed~le of rates setting :orth 
the compensation to. be paid to the authorized car=ier 
for tlle s'Ubhaul services rendered. 'l:he amount to· be paid 
:Day be ,~ressed as a percentage of the gross revenue,. a. 
flat rate per loaded ::lile or -a:t'.y other methocl. deemed 
appropriate by the pr±me carrier. . 

b. Reductions and increases in the schedule ~y be effected 
at the discretion of the pr~e carrier on not less ~ 
one day's notice to thepuhlic. 

c. ;... copy of the sehedule shall be maintained .,:to each 0: 'the 
pr~e carrier's business offices and te:minals ~d shall 
:be open :or public inspeetion. .A copy of the schedule is 
not r~ed to,be filee with the Comrnissio:l.~,: The sc::hed.-· 
ule shall be :aintained for a period of not ,less ~ 
t:b.=ee yeazs. 

. " 

d. The prOvisions of subparagraphs a, b, and c':herein. will 
not apply when the pr:i::J.e car:ier pays 95% or"more 0.£ the 
f:=eight cl:.a:ges it receives .from the c.ebtorto .. the suJ:)ha.uler. 

e. A pri.'::ne car=ier shall not o.ec.uct any charS'es ~ including but 
not ~ted to (1) advances, (2) :~el, (3) t=ailer rental, 
(4) ti:e se.."""Vices, or (5) :nai:lte:lance and =e,?air se..~ces 
of the s~ha1l1er' s equip:nent, :ro::l any settle:r.ents ~ess 
such el:larges a:e set forth i:l a sc!::.ec.ule which shall be 
=.1.ai!l.taine<i at each of the pri::1e car::'iu' s business offices 
a:ld te::nlnals. SUch schedule shall be open·· for public 
i:lspee--..ion a:t'.<i ::ay be i:lc::-easee or decreased. at the c.is­
c:etion of ~e pri:ne carrier. 

The purpose 0: these reco:r:::me:lc.a'tions accorciinS' to the staf.f . 

is to ?rovicie subha1llers with ac.vance ialow1ec.ge o.f tho &nount 'they 

will be paid for tb.e.ir se..""'Vices. GO .102 nowreqtires:,:.that subhaul 
'\- . . 

agree:nents be reduced to w:-iting witO.'Ln .five cays a.ft~Crcom:ne:lce'Clent 
, !, 

of any subhaul service. The st~£ believes that .:na.ny:·subllaulers no~" 
accept shi?me:lts !:Olll pri::ne carriers wi -:bout reacJ:li:og agr"eement or 

uneerstanding with respect to the &UOunt they will ~ paid or 
deductions to J;,e :2<ie by prilne can'iers. " 
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Thi$ so:aeti..'"Ues makes it difficult for subhaulers to, obtain 

",c.eq~te compensOltion ane leads to disputes over compensation... It 

is the sta.ff's view that sul::>haule:s are entitlee to k..'"lOW what they 

will be paid before they agree to a Mul. The stili! bel'ieves that a 

schedule of, subhaul rates and a schedule of deductions would 

el:iJuinate much of the ::tis'U.""l.derstan.ding that occurs between' th~ pri.."'ne 

carrier a..~d the suhl"lauler ove: 'co:apensation, especially where 

su:b~ulers are put on the job, by the primeca.rrier's, c.isp-atchers., 

The staff would not regu,'ire schedules of subhaul rates and' dedu,ctions' 

to be filea with the Comm.tssion, nor do they propose reg:u.lati:::g the 

level of subhaul compen'sation. 

Testimony in oppositior. to' this 1,Jroposal was offered· by C'l'A,. 
~ 

Murchison S.:oup, ~, 'the J-oh..""l.son group, Traffic Managers '.and· 
individu~l carriers.. These p~rties raised sever~l cri ti.cis.ms. 'they 

argued that the schedule·: will not aid .. subhaulers no: serve as an 

effective en£orce::nent tool since as proposed, 'the schedule would not 

be fil~e with. the Co::ttnission and could be cnanged at will. S@M.ulcrs 

who frequently reach agr,c;c.-nent with overlying coJ.r.rie:::s by telcpho:l:el' 
, . 

or ;;:.t loeoJ.tions aW'ay from the prime carrier's o££icewo·uld not be 

~nefitted in any w::J.y. The schedule could easily be :misquoted" or 

ch.:l.nged following the conversation. Pri:n.:l.rilyhecause,ofthese. 
features, most of t.'le parties to thisproceeeing: felt tb.at· as, many 

... 
disputes coula arise concer:ung the schedules as' now arise in the 

absence of such schedul~s. 

J?ril:e carriers objected in addition to themultipliei'ty 0= 
rates and conditions wl"lich would have to .·be.redueedto '..n:iting: wl~ere 

regularly employee s-.lbh.3.ulers are ?<lid on a different· ba:sisthan 

so-callee. trip suhhaulers. Prime carriers alsO. ~bj,ectedto~theadd-

/ 

itional administrative burden which. preparing and revising the ./: 

schedules would entail. 

General Order 102 presently reg"tires that subhaul agreemen.ts 

be reduced to .... -rit.ing within five days a.!ter t.'lC conuncncement of 

any subhaul service. This allows !!lore room for :misunderstanding tha:J. " 

we feel is desirable,. and provides no. ef:.fective means to resolve ' 
d'isputes whieh result_ .A sehedule 0= rates filed. wit.'1. .the Com.ussion, 
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andsubj ect to e!la.nge only lr,to'On prior notice, would provide s~lla1:lers 

with knowledge of the aJIlO'Illlt they will he paid. in advance,. ~d would 
') 

aid in the resolution of allY dis:;.:.utcs concerning ?a.~ent.. It would in 

a.ddi tion, provide subhaulers ".I7i tA usdul .; n~o:Cnaf.ion .ii· liegotiati:J.g 
f't;.ture compens",tion. By requiring tha.t the sche<iUle' be' filed~th 
the Co:mmission and changed only a£ter notice, the :najo~ity of th~ 
a.:rg"\ll:lents raised in opposition to the sta.!: recommendation' could .be 
overco:ne, but the flexibility i:l:b.erent in present subllaul ar.::ange-. . 

.ments would be f'tlrther reduced. A1 tho,?gh we. are no'!;: thoroughly 
satisfiee .~tll. the sta::f's reco:mmeneation, we are in, agreement '·Ilith 

their objec--..ive and will aeopt their proposal in :nodified foJ::XL on an 

e."Qeri::lental basis as set forth below: 

a. Wit~in ~20 days a:ter the effe~~ve date of this order 
all highway ea-~iers engaging independent contractor 
sul::>haulers for the transportation' of any regulated 
cOl:mOdi ty shall file with the COJmnissio:'l a schedule of 
rates setti:lg for'-~ the compensation to' be paid for 
sul::>baul services. 

b. ~e a:ount to .be paid =ay be expressed as a percentage 

c. 

of the gross reven't:e, a flat rate per loadee. :::Ule· or by 
any OQer :netho<! deemed appropriate by the pri:n.e car:ier. 

Sc::.edule rates :ay be increased. or c.eo:eased at the ~ 
discretion of the pri:e ~ier on :'lot less than ~~- . 
days r notice to the p'CJ:>lic, and the Commi.ssion. 

d. A eopy 0: the schedule shall :oe :ma.intained at: each of 
~e pri:e carrier's D~si:ess offices and te:=inalsand 
shall be open for public ins?ec-...ion o:ori:'l9' business 
hou=s. 

e. ~o deductions may ~e ma,c!e =:om a:..y settlement, ineluc!i:o.g 
b~t not l~ted to deductions for advances, fuel, trailer 
rentals, ti-e se-~ces, or ~intenance and repair services, 
unless s'C.c!l eedu~..ions are set =orth i:i the 'prime ca.::-ie:' s 
schedule of subhauJ. rates. . 

f. The provisions of· parag=aphs (a) t1lro'Ugb. Cd) do not app·ly 
. when the pr±me ca--:ierpays 95% or more of the freight 
cha:ges it receives £::om the debtor to, the subhauJ:er. W 

Note well the reference ~s to §S~ or :ore 0: the :reight 
charges, ::.ot 9!>% of the :ti:liL11.:n. rate,· thus some o:1.3p t...--uck 
opera.tions ::J.a.y ~ encompassed :oy this provision •. 
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within two years a£ter the' ef.fe~...ive date of; this. decision 

the Commission staff shall suamit ~ report to the Commission'contain­

ing all evaluation of -:.his ex?eri:nental progr= andreconrmend;ations' 

with respect to its l:lOd.l..fication, cancellation,. or extension.~ 
Pa}ll:lents to Subhaulers 

Pa:as-raph 4 0: GO ~02 now contains a ~rie:?rovision 
r~ing that pay.ment be :made to :mbhaulers or'lessor-employees on 
or Defore the 20th day 0: t::le calendar :one follow"-ng theccmpletion 
of the shipment or teo; nation of lease.. 1'he COlmnission stu: 

proposed extensive revisions to this provision of· the general order 
i.::.tended to insure prompt pa~ent to subhaule:s and to aid ~e s:t:a.:: 

i:1 e!l£orce=ent 0: the general order. As ~ene.ed the relevant portions 
of tb.e general order would read: 

?av:::1ents to SUbhau1er ancl Sub-subhauler:' 

a. T!le pri:ne ca...-rier shall ?aY to the S"Ill:>hauler, or s'C.b­
subhauler ~e ~ges specified ~ the agreement provided 
i:. Pa:agrapil 6 hereof 'Wi thin ten. days a.::ter the completion. 
0: the shipment, excl-cdi::.g saturdays, SUneays and holida.ys, 
~y the s~hauler or sUO-subhauler. 1'he suJ:>hauler c,r s'ClJ:)- . 
subJ:.auler shall notify the Co:::cission within five calendar 
days i.f pay.:ents are not received within 'the period 
provided the:ein. 

~. ZVery pri:ne ca..-=ie: engagi:lg subhaule:sshall :m.aintai:l a 
subhat:.l registe: i.::. such :na.nner and for:n as will p1tinly 
and reaeily sho~· the .follow"-ng ';no4='o:::nation:. 

1. ~e a.:::.d 1'-nt:I:lber 0: the ~J.bb.auler. 
2. Freight bill a::.e. the date. 
3. Date shipment co~pleted. 
4. Gross due ~e s~Muler, c.ec.u~-ioIlS there£rom, and net 

a:oc:.t due the sOlJ:)llauler. 
5. Date par-ent -:.endered to. the s~hauler. 

c. At the t±:ne 0: the settlement the pr.i::.e carrier shall 
.fu..-nis:c. the s1:Dila'Cler with a copy of the ratee. .freigb.~ ~ill .. 
.A. pri:lle ca...-rie: ::ay take reaso~le steps to c.e1ete confi­
dential info::ation fro~ the freight bill fu.-nishee. the 
subhauler, but :nay·.not delete the cb.arses ~ctual1y assessee. 
or the in~o"':':.atio:c. necessa-""Y to dete:c:U.ne such charges. 
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Pavmentsto Lessor-Emgloyees of Equ!?ment: 

The Lessee-employer shall pay to the lessor-employee of the 
equipment, the eb.a::ges specified an<i i:l the :na:l.ner provi<ied 
in 't!le written 49'%'eement.. In. the eve:l.t the lease is 
canceled the lessee-employer shllll pa.y 't!le chArges on or 
before the 20th day of the, calenCt4r month fo'llowing the 
te:::a.ination of the lease .. , 

The staff aq:eee after the presentation. of evi<ience by other 

pa:'ties tl'lat the 'proposed 10-day period. !or pa.yment of subha.ulers 

should be extended to 15 days~ ':he :najority of· the pa~..ies, inelucii:lg 

:nany overlyi:J.<; ca...-riers, supporte<i the . staff proposal that pa.yment 
be :made within 15 days~ We find that shorteni..~g the period for payment 

to lS days is reasonable, particularly in view of escalati:l.g eosts 

wh..icll sUbh4~lers generally ineur in advance ofpay:nent ... 

The pri:l.cipal po--pose advanced for the proposed subhaul 

registe: is to aid the sta:f i::1 the e:c.!orcement of G .. O. 102. Much. 

of the i:l.fo:::na.tion to be included in the subb.a.u.l regis'te: is already 

maintained by the ca=ier but is scattered through various :z::ecords 
and not available in. a central location. We do. not believe the 

reqt:.i:ement of setting forth the data recommended by staff i:l a 

si:l<;le :egister or book of accou..~ts will ilUpose an undue burden on 

prime ea=ie:s. It will, however, enal:>le both prime' carriers and Ol:r 

s2ff to ~ekly locate valuable info::::n.ation concer::ling subhaw.i::i.g­

and will be 0: 'si<;nificant assisUUlce in e:c.!o:z::cement • .... ork .. and. i:l 

the. development of statistical datA and ~aekqrot:nc. information· on,' : 

sttbhauli:l.<;_ 

'I'~e staff proposal that subhaulers be fu..--nish.ee. wi'th.. rate<! 

freight bills is si:nila: to the proviSions ado?ted by the ICCi:o. 

Ex Parte ~o. ~C-43 (Sub. ~o. 7) (1979) 131 ~CC 137, governing lease 

and i:ltercllange of vehicles. T1lis would provide su.bl:laulers. wi t,h" a 

means to deter.mi:le the :easo~leness 0: the compensation they receive 
and would provide i::.~or.n.a.tion useful in negotiating future compensation •. 

The ICC rule requires that freight bills be !urnished only when payment 

to· s~h4ulers is based on a pereentage of :evenue~ The s,taffYs 

reco=.endatio:l would apply to all sul:>haulers :egardless of the, ma:l=.er 
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in whieh they are eompensated. Many carriers pa--eicipiti:lg in thi.s 

?roce~g are engaged i~ service subject to ICC jurisdiction and 
illcl.icatee no objection ~ a uni':o:cm ICC-PUC Rg;le. Several felt such a 
uni.fo:cn rule would :be highly desirable. Othercar:iers· opposed this. 

?%'OposaJ. on seve:al grou:lds.. Certain ilJ£oJ::lation on£reight bills. 
is alleged to be privileged and should not,. it was argue<!, be 

disclosed by prim.e carriers. Opposition was also based OIl: the .fact that 
some loaGs t:anspo=te<:. by ~haulers eo:nsist o£ ntQlerous· s:nall ship­
:nents which have Deen consolidated . .Qy the prime carrier. Sul:Ihaulers 

transporting sue.:. loads are ra.relv paid a pe:eentage of the revenue .. ... -. . 

Fu.~shi:g rated freight ~ills :or sueh ~oads car:ierselaimed would 

be useless to the subhauler and bu:eensome to' the pri::le carrier •. 
, 

. Whether or not st:J:)haulers are compensated on the basis 

0: 9'%'oss revenue receive<! by the pri:ne carrier, we are· ,ersuaded 

that providi=.g a copy o£ the rated.£reight bill to- the s@hauler 

involved bas :nerit. 'J:!:.is will, 'Jle believe, reduce the nt::Ober of 

disputes eonee~ng eompensation; ~d '~ll provide such subhaulers 

wit:1:l i!l£o=ation use::'lll in evaluating the reasonablensss 0: present 

co:npe:c.sation and in negotiatbg ':ut:e compensation. A. ..... y privileged 

:nfo:t::::lation :tJ.ay be c.etecte<i as inc.icated i:. the s"'~ff's :eeomme:c.c.ation. 

To limit prevision o£ a :ated :reightbill to those insta:c.ces whe:e 
p,ay:ne:l.t to ":he s~hauJ.er is baseC. on a percentage 0: the· gross 
revenue r:;,ay e:c.courage pril::.e ea:riers to ::ind a.·di::e:entbasis :or 

pay.:ent to subhauler sim?ly to avoid ":he :equire::nent of transmitting 

a copy of the rated £=eig~t bill to ":he subhauler& 
':he record ~ ~b:~ preceed~g :e:leC"--$ at least one 

sit~tion that sho~le =o~ a basis ::0: exception to the rated :reight 
bill requirement. 'Xhe:e ,,-=e in.sta.nees in which, because 0: the 

nature 0': the t.:an.sportation, the subhaule:, pu:suant to our:rt:.le, 

would be :recei ving I:l'Ill tiple freignt bills for one t:a:lSportation :nove­
.:o.ent 0::. his pa.-t. The ; ... .cor:::latio:. receivee in. such an instance 

. would be of little value to- h±:l. anc. would constitute an unc::.ue bo.r<ien 
on the pr:i.::le ca:rier. 'l'herefore, subhaulers should ~ providee. 
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with copies 0: all rated freight bills zor shipments ~oved. by 
the subhauler except where five or more separately rated shipments 

have been consolidated by the overlying carrier for.1:ranspor1:&tion: by / 

the subhauler in a s,1ngle movemen.1:. 

Bonding ReC'Ui:rements 

The Murehison group recommended that the bond be reduced or 

eliminated. They felt that the bond primarily bene£itsboneing 
companies who reeeive premi'ClUs far in excess of their ex-,cJOsure. There 

is no evidence they claim that any bonding company has ever, paid a 

claim under the bonding rcqUire:nent •. By analO9Ythey cite~: the,fact 

that shippers are not required to file bonds a.."ld that bad...:eeb.t 

losses resulting from shippers who do not pay their bills £ar.exceed ... 
any losses carriers may incnr in subhauling for .:l prime car: iers. 

Revocation 0:: susj?ension of prime earrier authority for nonpayment 

Murchison argued would provide ;more i~surance against nonpayment of 
~ 

subhaulers and would save carriers the expense 'of bond p::emiums~ 

The Murchison group :ecognized however .that a subhaul borid of at. least 

$2,000 is requir~d· by statute. 

After care!ul study the staff:.::ecor.:mended no ch.a.tlge in. the 
,< 

subhaul bond. The staff study showed that when large n'l.lIll.l:>ers of 

s~haulers are engaged by a single prime carrier the p::esent bond 

a."Uount 0: $10,000 is wholly inadequate to secure pay:nent to all': sub­

haulers. '. If however the amount of the bond was raised sufficiently . . 
to ensure pay.ment to all subhaulers, it 'v:ould be nearly i:npossible for 

a."'y prilne carrier to ql:alify, and the employment opportu.n.i ties !or 

subhaule::s would be nearly eliminatee. The staff study also indicated 

that the bond has not been an effective means of ensuring prompt payment 
to subhaulers. When a claim is brought,. bonding companies refer the 

claim. bAck. to the prime carrier involved for settlement. Because.'· the 

l:>onding companies de not automatically pay filed clai."nS,subhau:lers.' 

are reluctant to file clai::ns against the bond· for fea: of· los;inS' 
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e:aployment. If claims are :lot eventually settled :Oy tile prime carrier,· 
Ule jjond.i::l.9' company ei the: raises the bon<=. 'premium or refuses to renew 
the bond. These potential sanctions may llave some effect, alt!lougll 

tlle effect is diffieuJ.t to document. 
Alt:hough.. the present s1iohaul bone. requirement neither assu:es 

prompt payment, :lor eve."l eventual payment to suJ::)haulers, the require­

:nen t is nevertheless useful in aQievi:l9' these obj ecti ves • :Bonding 

companies pe:::orm. an independ.ent: i:lvestigation to· deter.:nine the 

fin.ancial respons;U,ility of p:i::1e cariie:s. 

does provide some insurance to subh.a.ulers. 

=e~rement provides a useful function. 

This screenillg process 

In this :na.nner the bond 

The ~urchisonrecommendation with. respect to suspension 
or revoea.tioll for :lon payment, or even late payment, to s'lbhaulers 

appears to be another sanction that may be effective in i=l.su...-i:lg . 
prompt and accurate payment to tile subhauler. 

We believe suspension or revocation of . the operati;g authority 
of pri:ne ca--riers who 0.0 :lot :nake prompt anc. accurate payment to, 

thei: subhaulers, would serve as a useful en!orcement in approp:iate 

cases. We hereby declare t.b.at s'l.!ch will be the Commission policy. 
Rate Oeviations Involvina Use of Subhaule:s 

After explaining ou: present policies involving sUbhau1ing 
and deviate<=. rates, as eX?ressed in reeen-e decisions ane. in Resolution 

No. '!'S-Z84 (Footnote 12), the staff .recommended the followill<;" changes.: 
1) A?pliea:c.ts for deviated.rate authority should not be 

allowe<i to use the cost of ?urchased t:a.nsporta.tion 
t.o substantiate tllei: reques'ts. 

2) Ra~...!lg been justified i.:l this :na:l!le::, a. deviated rate 
should not be conditioned to requi::e ~~at sUbhaulers 
be pa.id a given :;>ercentage of such rate. 

.. 
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3) ~iQrs shoulQ not be grantee deviated rate authority 
unless they are a.l:eady elljo~9' the traffic. 

The basis for these recommendations was the staff's beliefthat~t 

ca:rriers whioseeks rate ,deviations should ::1ake a substantial 

com:ni bent to dedicate their· O"ornl or lease eqtipment to the pr~posed 
service. 

'Xhe teamsters proposed th.at~, ar..y sul:>hauler 'perfor.ming 
subhauling services under a deviation rate be paid wages equalt~the 
sum of: 

(1) =he rate o~ wages plus fringe benefits ~revailing 
i:l the S'Ubhauler' s locality, as clete::ni:J.e<i by the 
cali:o:nia Depart::lent of I:ldust:d.al Relations 
accor~9' to california Labor Code Sections 1720 
~ ~., and 

(2) a reasonable return rate for the use of any and all 
~p:nent $\.oopplied by the s'lll::>haule: plus the actual 
operating costs incurred and paid :0: ~y the subhauler. 

Recent decisions issued ~ related proceedi:lgs involving 
tr~cki:g refo~ suggest the need for additional price competition in 

ca.lifor:lia i=-=astate t..-ucki:g (see Decisions 90354, and 90663,). Changes 

adoptee in tllose decisions will e:f:ectively l~=alize "therequlation 
of rates subject to the =inim~ rate tari==s governing general 
cOl:lmodities, and tank t.-uck 'transportation. Changes in. ourpr,esent 
deviation pratice are not justified on this record, :Cut, wili:be 
reviewed more ext~nsively in further re:equlation proceed.ings~· 

Findincs of Faee 

1. The legal status of cross authority scl>haulins has never 
been ve'r;i clear. This pro~lem has been assravatee by· the lack 0:. 
a consistent coordinated approach to the issue by the Commission 
and our sta£f over the years. 

2. rn spite of this regulatory history the practice o~ 
s~hauling has flourished. 

3. COmmission. reports, of which we take official notice, 

indicate that in recent years the growth in revenue earned by sub­
hAulers has co!lSistently outpaeee.the growth. in overall intrastate 
revenue~ 
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4 .. Subhaltlex:s are ill,::.:l.al'lY respects si:nilar to employees .. , 

!'hey engage i:l t=ansportation .for compensation, ):)utwhen suhhauli:1g, 

proviee pri::.a.:i1y l~r and. equipmen.t" £0::: ~e overlying carrier ' 

who is offering t=ansporeation se.----viee to the public. 

s.' Stiohaulers in l1'1ost instances have no ::lore signi,ficant 

a business relationship with the shippi:lg ptiolic than doc carrier 

employees. 

6. Bot:b. carrie?=,s with e."Uployee labor and ea.--:iers who use 

subhaulers in :nost i:lsu..nces :nake the initial contact wi tl:l the 

shipper, dete:::mine the shipping eha...---ges, aSS\:l'ne responsibi li ty , :or 

the safe and t.i:nely deJ.i veJ:Y of, the shipment,- bill t:b.e' sbipper, and 

settle any cl~ whicl:. :nay arise., ' 

7.. There is no praet1cal justi:ication for requiri:lg subhaulers 

to independently possess the same class o! operating authority as 

the overlying ca...-:ier w:. ~ which he is engaged. Restricting 

subh.auli:o.g i:l this :::t.a:mer would i:lcrease costs to ca...--riers and 

shippers, and i:n?ede the ability of the t--ueking i:lduSt..7 to- respond 

to peak seasonal cema:lds .for transportation service. 

S.. Unlike employees, suhhaulers do ens-age in transportation 

for hire as a business. Subhaule=s are generally i:l.the busi:less 

of providing labor and :notor ear:ier equipment' .. ' 

9.. 'C'nJ.i:U ted. cross authority s'lJbhaulillg should be allowed, 

as indicated. on ;"ppend.ix B attacllee hereto .. 

10. Overlyi:lg carriers that employ subhaulers exclusively 

to pe...-:o::n. their t:r:a.:lSportation se:viee ge:lerally o!::e: single party 
a,ceountal:>ility to tlle sllipper cove:::i:lg solicitation,. estilna~on,. 

docume~tation ~d ~illins. 

11. The s't.a:f::'s reco::o.enc.ation that applicants for authority 
be required to possess at least one ~t of equipment would have 

little i:pact ~J?On carrier-brokers and woulc. accomplish no constructive 

objectiv.e.. This recommenc.ation shoule be rejeetee .. 
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," 1,2.:, The p::oposal' o£ Teamstus, Delta Lines, ~ Paci£ie Motor 
'l'::ucking that each car.:'ier transport no ::lore ~ 20 peree:::lt 0;; its 

freight through the use o£ sul:>ha.ulers, would in. all pro~ili ty lower 
car::ier load :factors, i:lc:ease the number of empty:niles, waste fuel, 

'Wlnecessarily increase carriers' i:l.vest:nent in. equipment, and. i:npeC!e 
the ability of' car:iers to respone. to peak, demand, particularly the 

seasonal dema:nds o£ asriC'Cl. tural shippers.. The enforcement problems 
. . . 

and'recordkeepins required would in additio~ place a hurden on 
overlyins:: ca::iers and. on 0= staff which far ou~eishsa:IJ:y possible 
regulatory purpose.. This proposal should, be rejected .. 

13. No ?resent need to reeuce or, el.b.inate' ,the operations of . 
ear:ier-b~?kers has been d.emonst:ated on this recor<!. The competition 
bet" .... een earrie:s o£fering service tm:o'C.gh owner-operator s'Ubhau1 1alx>r 
and more t::ac.i tional c.a.::iers has not been shown to' be u:lheal.Uly to' 
the induzt.ry, or in lJ:::J.'Y way detrimental to the public. ' 

14. ~e find ~o justification on this record £or extending the 
concept 0: dedication beyoni:! its legaJ. li=.its.We £i::ld. no justifi­
cation on "'b; S rec6rc. ::or ,preventing orilili.ibiti:lg the a:oi1ity of 

owner-operators to-voluntarily conc.uct busi:less through. prime carriers, 

nor eo '~e £i:.d ~yreason why the obligations and business risks of 
offering transporta~ion service c~~ot be shared with those ?rovidi:g 
the business e~terprise -..r.. th labor ane equipment .. 

1S. There exis-:s no :lee<! or j~ti ficatioll for the. Com:nission 
to inter:ere withee C':l..-re:lt prici:.s- :eehan'; s:n. be~een pri:le car:iers 
and ~baulers by the estahlisnment of "ad<iitional tari££ rules 
~dating divisions 0: revenue. 

16. Many saehaulersaeeept shipments from pr~e carriers 
without reacl::.ins- full ag:eement or uneerstane:.ng ·.,rith respect to the 
mnount 0: compensation they -"rill receive.. ~his. somet::iJnes :::1akes it 

ei££i~....lt for s'OJ:)ha:c.lers to obtai:l ad.equate compe:::.sation analeaes to 
disp~tes over compensation. 

17. Gene=al Order 102 allows more room for mis~derstaneing 
tllan. we feel is d.esirable, ane provides no 'e!!ective means to'resolve 
disputes which. arise. 
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18. A schedule of rates filed with the COlll.-nission, <lnd subject 
to change only UP0:l prior notice,. would provide subha'lllerswith 

, knowledge of the a.."Uount they will be paid in· adva..."'l.Ce, and would aid 
in the resolution of disputes concerning payment. 

19. A schedule of ra.tes to" be paid -subhau1ers would.:l.lso 

provide sul:>haul:ers with useful infor:na:tion in negotia tinS" ,future . - . 

compensation. 
20. The staff's recommendAtion with respect to- a schec.'UJ:e 'of 

subhaul rates sho\:ld be adopted in modified ,.fo:r:m as set forth .in 

the bo<iy of this opir.ion .on an experimental 'basis.; 

21. Shortening the period for pay:nent of s'Obhaulers to 15 d.ays. 

is re.:l.sonable and desirable particularly in' view-of escalating ,co·sts ' 
which subhaulers generally incur in advance of payment. 

22. Mainten~~ce of a subhau1 register as reco~ended by staff 
will proviae useful info:o:lation in a single document.and will not . ... ,... ,-

unduly burden pr~"Ue carriers. . 

23'.. Requiring pri::le carriers to provide the s·\:bhauler wi'th a 

rated copy of the freigAt bill at the time o~ pay:nent mayreeucethe 

number of disputes concer:Ung compenSation and, .... ·i11 provide the sub­

hauler with. useful ir.io:cnation in evaluating the reaso.nab'leness 0: 
present co;npensation a..'"le in negotiating .future: co.mpensation. 

24. SubAaulers :l.eed not be providee with. rated freight bi.11s 
for shipments moved by the subhaulcr when £.ivc~ o.r mo:e shipments 

h~ve been consolidated by the overlying carrier for trana;po-rtation by 

the subhauler in a. single movemeo't .. 

25. }~though the present sUbhaul bo~d requirement neither 

assures prompt pay.ment, nO%"" even eventual payment to subhaulers, the 

requirement is- nevert.h.eless useful in achieving these objectives .. 
, .' 

26-. The evidence presented with respect to- reco:mnended changes 

in the subhaul bond is inco:lclusi ve. No change in the. subhaul bond 

requirement should ~ made at this time. 

2'7. Th.e 'Co=issio:l will, -.:":'l a?propriate ca.ses, ,suspend or 

revoke ~~e 'oper~t~~g authority of ?ri~eca:ri~rs !or failure to. :~e . 
?rompt ~d -acc~ate ?aym~~t to subhaulers. 
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28. Changes i:l. our present,' deviation. p:ra,ctice are not justi:ie~ 
on this record, but will :be reneWed more ex-tensively in further 

rerequlation proceedings. 

29.. General Order 102-G should provide ~ among other thin9's:~ 

tha.t a pri:ne carrier shall not engage a:n.y una'.lthori,zed carrier ',as a 
subhauler or sl:b-s~hAUler. .~,~~. 

30. General Orc.er 102-G, atta~ed hereto as Appendix. C:, should 
be adopted and General Order l02-F canceled, after appropriate. :l.otice 
to ~e Speaker of the Asse:nbly and Chai::na.n of the Senate Co&ttee' 
on Rules. 

" 31. Case No. 5432, Petition 904, anc. related petitions filed 
by AlOO, should be denied by separate order. 
Conclusions of Law 

1_ Xhe Le~islature .has not specifically addressed the issu~ 

of cross euthori ty subhauli:lg .. 

2. There is no more legal justification for requiring subhaulers 

to inc.epende:ltly possess the same class of operating authority as, 
the overlying car=ier with. whic1l he is engaged tha:=. to require such 
au~ority of employees. . 

., 

3. ~either subhAulers nor employees arerequirec. to possess 

such autllority .. 

4. The statutes governinq and defining motor ca.-rier ~lasses 
were enacted for the pu.....-pose of regulating curiers· offering service 
to the public and can be so co::.st--ued. 

5. Subhaulers a.:e "highway carriers It wi thin the meaning 0.: 
?Ul:>lic Utilities Code,. Sectio::."}5ll. 

6. Subhaulers are subject.' 'to regulation under Division 2, 

Chapter I,e: the ?ublic Otilities Coee. 
7. Stlbhaulers ::LttSt dis?lay ont.heir vehicle or vehicles a.'"l 

identifyin~ s~l,showing theclassi:ication to which they ~lon~. 

8. If no other per::tit is possessed, subhaulers must, unc:.ar 

Sections 3515 and 3571, obtai:la !lighway contl:a.ct ca...-:ier'permit 
in order to operate in California intrastate commerce. 
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9. OVerlying carriers that employ subhaulers exclusively to. 

pe:rfo=m thei: t:ansportation service and o:f:fe: sl.:lgle party 

accountabili ty to the shipper a:e highway carriers and are not :motor 
transportation brokers .. 

10. I!lhe:ent ~ the notion of public utility service is at 

least some :ni'!"l;:nal" dedication of :facilities to. public service. The 
application of this legal concept is 11:ni ted however' to those, 

business entities regulated as public utilities .. 
11. Cali£o~a law and/or regulation pe=cit owner-operators 

to serve the shipping ?ublicdire~...ly wic.out the inte.:::nediation of 

prime carriers orca:r:ie:r-brokers. 

TH!RD INTE..."UM ORDER 

IT IS ORDERED that~ 

1. Onli:m.ited c:oss authority s~h.auli:lg will be allowed as 
i:leieatee. on Appendix 1): attachec. hereto ... 

2. All carriers engaged ~ subhauling will be re~uired to 
possess at least SOllle operati:l.g authori -:.y from.' the Commission. 

" ' 

ca...-::-iers not possessing any ot!ler class or type of authority must 

obtai.."l a highway cont::'act carrier pe:cnit' in ~rder 'to operatei:l 
Cali:for.lia i:::.t:a.state commerce., 

3. The following exper:iJnental p:=ogram :=equiring carrier filed 
schec.ules of sUbhaul :=ates is hereby adopted. 

a. With.i=l 120 days afte:= t.b.e effeetive date 
0: this order all highway carriers engaging 
independent contraetor'su]:)haulers for the 
tr;:.nspor-:.ation of any regulated commodity,. 
shall file with the Commission a schedule 
of rates setting forth the compensation to' 
be paid :for s1:.l:;)haul' services. 

-42-



e e· 
c. 10278 - FS 

:0. The -'lnount. t.o :be paie may })e expressed as 

c. 

d. 

e. 

.t: ... 

a ?ercentage of the- gross revenue,. a flat 
rate per loaded ::U.le, or by any other method. 
deemed appropriate by the pr~e carrier. 

SQed.ule rates. :nay be inc:eased: 0::::: decreased 
at the diSCJ:'etion .of .thepri:ne carrier on 
not less t:han ~""1J:3.Y's notice to":t:"e public, 
and the CommisJ.son. . . 

;. copy of the schedule shall :oe maintai:led 
at each of the prime car=ier's business 
offices. and ter:ninals and' shul be open for 
public inspeC""'..ion d:cring busi:less hours_ 

No deduetions :nay be made from a!lvsettlement, 
i:leluding but not limited to deductions for . 
advances, fuel, trailer rentals, tire services, 
or maintenance ane. repai: se.,.-.riees, unless: 
such deductions are set forth. in the· pri:ne, 
ca=ier"s sclle<!ule of subhaul ra.tes. I' 

'!he provisions of pa::agraphs (a) tllrough (:0.) do­
not apply when the pri:ne ca...--rie: pays 95- percent 
or :nore of the freight cM:ges it receives. from 
the debtor to the suJ:>hauler.. . 

4. Wi~ ~NO years a.fter the effective date of this order 

the Commission staff shall sUbmit a report to the Commissi,0n 

co:c:taining an eva.luation of t!l.is experimental program and~;, 

recommendatio:lS wit!l respect to its modification, cancellation,. 
or extension. 

1 
, I"" 

5. =he EXe~~tiveDirector shall ~ause copies o:pro?Osed 
General Order 102-<7 attac~ed hereto as Appe:l.d.ix C to' :be. :na::'lec. to 

...... 'i' 

the Speaker of the Assembly a:ld Chai--:nan of the Senate Co::mtittee· 
I' 

on Rt:les. I, 

6. General Oreer 102-<7 attached. hereto as Apl?-endi~C 
" shall be reeonsieered for formal adoption after ap~ropriat~ notice 

has ~en given to the Speaker of the AsSe.~ly and Chair..uan'\ of -:he 

Senate Co:amittee on Rules. 
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7. The Executive Director shall cause a CO?y of General 
Order 102-(; to be mailed to every highway carrier subject to the 
governing provisions contained. therein a'ft'er its formal adop.tion .• 

S. 1'b.e Executive Director sha'lI cause a copy ofth;;t& o,rder 

to be mailed 'to. every highway carr.ie,r within: sixty days 0'£ the 
" 

effective date hereo.f. 

9. Case No~ 1027·S. shall re:nain' oopen for consideration of 

the remaining topics s'ct forth in the order instttuting, Case 
No. 10278 which: have not been decided in- this. or l>rior dee;is:ions 
in this proceeding. 

The effec,tive date of this order:i'.s the da.te hereof. 

/ 

! 
./ 

Dated ___ .. y~'A .... N .... • .... -: .... ' o .... -... ., .... 9""c .... 9---_~· at San·F>rancl.:s.co.,:CA~,:tfornia~-: 

.. 

-44,-



• 
C·.1027S fe 

APPEJ,\"DIX A 
Page 1· o! 3 

tIST O? A?P~A?JL~CES 

•• ~. 

Res'Oonden~s: !fu:-ehison 6: Davis~ oy Donald )!urchison~ At .. :o:-::.ey- a't 
ta· .... , and :::"ee. E. Y.acke!'l.ser., !o:- 3'1 ca::-:.ers; lJ. \J. McCra.clcen~ 
.. 0 .... ~ ~ .. ~ ... - .... eson ......... ,..-.....; ... g ,. ... c ~ ._~A.~ ,.. ~- .. "heio- ·'0- • t'V""l _ • Ae -' ... ,,~..,... .t. ... ~~ " .... ~ .......... ~_ v. ~'lJw- .... , - .. J\..:w-.,,_ 
'!'rMs,oor-..... g::ion CO::l-oany; !.a.:"':"'V ? 301anc:.,. ::0:- S-:a-:ewic.e Trans~rt. 
Se:-viee~ mc.; Donald ~er, for Sierra :xoress; ::-a."llc P·. Lucas, 
~o- ':'''e-- .... ---' e--- 7 .. C· we-....... ... ~a:"son·s an..l ·oe~ i"a' 1 ace ., • ..-. • • 'N "a ........ ~,. ......... , .... -.~ :1.. ... . '-it..J _ ,i .. - , 

~or :';allace !:-a:s?o::"':; Ro~~:" L. ?.a.=sev, ;"~~o:":ley a; .. a'N"., 
for ?ed ~-row 3on~e~ Messecge~ Co~~~a~~on; Ho~rci c. ~os~~or 
3i~e Drayage Co::?a::.y; Z:C.O!l ?<'!. Joh:lso~, A~-:o!"'::..ey' a-: Law, !or 
D-e~s~ac"" ~v-o-- ~~e~~~ ~,.-~-~i\e~ M_'C~""g ,. .... c ~~~. ~e-es~ ... _ "" .... -""-~ .... '" .. c;.. ........ -0' ... --. w.................... . ..... --.. .............. , --* .. ,. 00i041.i. ... .. 

'!':-1:.cki:.g" !:lc.; :'o-.:.g.'-l:a::. & Eega:t.j, 'oy Tho~ :-r. tougc.!"an" 
·--o ...... e~ a- ~a-.r.. ~o- ~e~ ....... a ""'e'''vP'''''V S'IS"'e"'s t..... ·;e- f\e~"'ve--l' T .. C J"\. ...... ..., ... i .. oM'......., .... ;.J ~"-4W J.I .... -J _ .., -, ........... ,. ... 'ttl J.J -- -",.,..., 

ABC ~essenge:- Se!"Vice, One-Two-'!'h:-ee Z:.essenger Se:-.rice,. anc. aocket. 
'lit, c ... ··~· ... .,.~ ... ~ .~ .... • • ! ;essenger .;K::-..,l.ce; .:..ee _ .. J.s~er, : or ,'W:...:..:.:.~ : :-e:.. ~ .:..:..n.es; oJ ~=es ....... 
'\~ ., ~ '\r ... S'" H "'-ps'" . G~' e"'o .":'''' .............. e .;;H~v:.._, .... or ... ev:.~ ... orage ..... o::,oany; !!o~ ~ _ ...:.. cl......." .v ........ v......... . 
~·hl;.=a."'l, At~or:leys a~ !.aw, ~c :tooe::"': COo ';or.:.sor:., fo:-' 3eki:l5 
~... . S Co .- ... .. ~ • ~., . T 
~·!onng ana ~o:-age ::l.'Oany; ~e~:"7 .:=-ar":o.;..o, .or lJe~ ,:.;e_:. ve:-y,. .::,c.; 
y.;, "0" ·.r ':": act.. ·--o-:'e- a- ~ a·" .40 - ~'I"!IJf "'-........ ,oo-a .. ",.:.... T..,C j. __ ... _ \~. __ .r.., " ............. ./ ...... ", .... •• \"r. • ... ~ ........ -"" ..... ,. - ., 

~~o-:ne:s T~ans~or'ta~ion Inc., Service Cr~~ COr'Oora~ior:." L"'lc-~ 
:'1. ~·l. ty:ch, ~c.~ 33D '1':a.ns?O!"'~a~~on~ 31.:.r-:o:::. ':'r\:.ck & T!"'a..'"lsf'e:- Co." 
"'00' ~-~"'''-oo-a·~o''' S'-" "'-·c .... -,;"'es S';-o" ~-''''~''''g ,"l"' .... c ..., .. _ .. ~ ... ., 'til .." ... " ~ ... .i.~~ ... J.,....... , ............. ;.. ......... ~ .... ,. .... ,. 

T~k 7!"'an5 p ~e.p S~ecia:ized ca--tage~ and La:-.geon :~~"'lspo~a~ion; 
A."lc.rew Ska!'i", A~~or:.ey a~ iaw~ and :hocas a. JW".rer~ ~or ]Jel-:.a 
Ca.:.~.£o:"::.l.a .:.::.dus-cries; :ose...,h XacDona:!.d,. :.o· .... ell Ch-.-is~~e~ a:ld 
~avne Varozza, ~o:- Cali~ornia Xo~o!'" Ex'Oress; J. ~~Sweenev and A. D. 
S::~- ..... 4 0 - "'e'-a ~~"'es· ... 0 ...... "! "'joc· ... a· -- ·~--o-ey a- 'ao" ./:"0-' "' .... ., ..... ...,.-v ........ , .... v •• - •• .. .... t 1J •• , ....... ...,."" ....... It,; J.. ,.., ... 
,.. .... ~. • ... ,. ('. :"I' .,.. C ,. ..l .. ony .. -•• ~OC!la, \Jr. ;.:"\.:.CiC.::.gj ... a:.:...~o::. :oJ • .:...eona:-c., :0:- ar_ .:...eonar....: 
~~"'c~-g· $"'0-" .,.. ':' .. ~, eo"· ~--.,.....,. - f '" .' ... c ... • ' c . ...... ........ _, "' ...... Y ••• __ ...... , .I"o. ...... o._ey a ... .!..a.'If, .... 0. O_ .. OCK 0., 
~~~k ~. Go~zen, A-:-:?r:.ey a-: Law. !or Unive!"'sal !!"'~spo~ Sys~e::, 
· ... c '",-.." (''"' ....... o-a .. ~o ..... .;- ~o'l'o::l.--' ... -·c-....;~ "'o--oar.: "' ... ...l. ~ .,...,...; --.. • ., ......... ~ """".:t .... ,.. ...... ,. \J .......... .... _ ........ - .. ",,-_ .. g '-' .......... y, ~Ir.i. .oaJ •• ~W 
--·clJ.~---e- ~~c· C "':' Go ... c .... e~ ~o'" ~.;ea'vo ".. ..... 'lc~.: ... g Co .' ,,~ ..... ,...~ :- .... ~-.. o' ....... , • '..,J. r1 .... -, ........ ;",J ... .",;.... ..'WII c-. .... _ '.,. 0.,,,,,,,,.,»,, 
~, fo!'" ?ogers Mo-:or ~ress; ?hi~i'O N. ~eck~rd,. fo:" Decica~ed 
""-....... .,. .... 0- ; .. c· ·'70 ....... ~~ ... c~o ...... 'c.· ......... -'" ~ .. o-.. ,;,y a- rao.~ "'0-_.O-..;J> .. -..J .. w, ~ .~ ..., ....... .a. J.J ...... ~ ....; .. __ ........ t J'\W'w .. ..,.v .", .. 1ft., .... 
~aci ...... c Vco"o- ""-'ct:."''''S "'J'\ .... "O~~v· -~" e~ Sha-' .:.... ~o- ·~C v:,e<!'se ..... ~ .... • ...-.- •• WI' ... __ '-' _..... ...,.."" ..... g....,.., -... -__ _ .. .. _ ••• t .. - I'\.;;J •• ~ "'b""'. 
ee:'V'i e....... - 1-......'· , '". " S' .., .. .c " .:...c.; .:...owe ~ :.. ~osl-::.ns, :or ;,.-i.-"" ~·.essenge~ e-:"V~ce; 

:Je~is G. Zl:o!"'an,. £or Xoran Mov:.ng & S~orage; S-:even 3. TI:.o::as ane. 
!flo ....... r:' e ...... ··o,...". ·"0- "'es" ... _"' ... S .... "'_ ..... -~ 0'" "'-cOo •• - C v ,..kso"" ... • ... ., ~., n ~, ... .. •• ... .... ~. ~ ... -.."Q v_ .... ". ~ ... ,. ~ •• __ • • ~ .a..... .. 
-e"''Or':l. I ~ ·'0- ~ .. -.: C,' ~ Co'.. ,. ~:..., ... .,. ...... "l"'... • Ca- S ..... l ~-:: - • --" ........ ::; .... '3. _~ __ ~po_ ... , _c .. , ... , ...... _ya.'"l Q.' 

.... --...... 'oy ,..~o-,...e for C"'- ·--o ....... p.y a" r ...... 1:"0 .... ;"''Oe-.'·a~ ~-aya p .~ Yw.~.,. vt:' ..... .... 0 ... , 1'\...,.., ....... "'" ..,4;0.'19, _ ............ _ ~;",;. g_ 
roJ'\-,o ... ~y ,. ....... G~ 'oe- ~i So-e-a .J;"o- J C ... _·ck ....... g· '~';""e' -:,. "'0"'-0""0 """' ....... CI.... ',. .... _., __ ... ..,.... .-..". _ __ . .... Wi. _....,. .-._""- """. """ ••• ""'.., ., 
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~or ~~ke Conro~~o Trucki~g; Rarolc ? Culy, ~or Bayview Trueki:g, 
!nc.; s. x. Hasle~~T I!!, ~or ~~e riasle~~ Coopany; ?~~~k Eayashica, 
... ~o-. Bas': c \;.".6 ...... a.:.s "' .......... .,,-_ .. -;;--__ 1. O~ ~o'" !::'s·'-ec. It'-~"'<!''Oo_o""" .... .~"'~...... ._~_-.,,/v ..... , __ .i:::l..L.l.JI;, =,--,... ..... ..~,... """'w."" 
;-"'c .. 0 ';' .. , ... -c.., ... -o ... .:-o ~o- G,·_;.. .... .., .i e .... '!"_'c:'';-'''g 'i ... c" C:"neJ.~do'" ..... _, ...... .a.. ~..., ....... , .,., _ ......................... _ "'- ...... " .......... ,. w .... , 

:o!i-ccheil ~ J\ssoc:.a~es, oy Shelc.on il\i.t.chell, ~o,:, George Selko dba 
f",., ~ ':'''e';C'~- ':'';'''es· -:;";-C"~- O::::oc-o- ·'0"" ,:"\';c1,, '!')..oc ... o- ~~o"or" ~ .. ~ .... .~ "-"..,.,,... ,..... ..0._ ~ .. eo 'WI .. ,.....,;. n. •• - w.. .'. '-' 

'!'':'anspo:--ea'Cion; Bill .?.ac..cl.ey, fo':' .3ill ?'ackley ':rucking; F"...:.ssell, 
Schure:an, :':"it.ze e: Hancoci;, by R. Y. Sehu~er.:a:'l, A'~~o!"Iley at Law, 
fo':' Allyn 7':'a!ls?0:-...a~ion Co::pa:;.y, ;.jax 3:i.:lswa:.ger ':::.-ucki:lg, Blake 
Deliv~!"j Service, :'Zeie:- T:-a::.s!e,:, Se:-.-ice, Cit.y :reight. Lines, 
Evans Ta!lk Li!'!e, !:le., Fikse 3:-05., :''"lc., :lou::- T':'a."lSpol"":., !nc., 
"' ...... 'Ay ':'-p' ...... ,.. .. l ..... p'~ V'.o. ..... ""a"p'''.1' 'T'-·c:,..t""!I" ~0C! !"'ge'es ,.. ....... .1' v ....... _ ...... ~""64"''' ........ _, ~.......... 110 __ -J .... ~ """''''Q'' .... W r....... ~ ... "-'J . 

£;Q::-ess, Cil!ielc.s Trucki:g Co::pany, Q-..ri.k-..... ay T:-.:.cking Co., ~ozay· s 
7:-a:s~e:-, 7alley S?':'eac::.e':' co:pa:y, 7ict.o~!le-3a~~ow !:-~ck 
:ine, anc ~est. Coas~ ~areho~se Co:"?o=a~io!'!; Jwi~~~ Wil:a.-c, 
At.t.o:!'!ey at. Law, !or !he Osoo::"!'!e G:-ou~, Inc.; an~ ~ooe~ ~low=an, 
'::).'ss,o." "'-5 .. '1.... ""0- '!).· ....... e-.&'o~ S- G-ove-'" S'O" "z"a'""e4 ~'-'i. ___ VO 0.;]....;.,. • ~ .~ ............ 001II.7 •• p .. _ 'oJ. ...~ .... ~ ... ,. 

'7"' ... o ...... c '" ~ ..... .,.- ~i"""'''': S" :/0-"" • . ,~ ,.: .... 0· .... c.., ~"c. !~o--e <:;.0. ....... 0 ............. a.w .... :..J"'v_ .... , ..,~ ....... V' .... "~,,, J....i,. ... __ t.I y_ •• ,~. ~ ~!-' ... ___ -..::::;..!.~" 

:0':' t.he::se..:. ves. 

Znt.e:-est.eC. ?ar-:.ies: G:-ana:! 2c Ja=es, by J. S. Sh.a.!e':', J::., Davie. J. 
!·!arch . .a.:l'':., anc::. Je'!"'r'7 J. S'C.ich, .A::to~eys at. Law, '!O':' California 
Ca.:. ... ;'e:-s ASsoeia-:,:,o:l; Car.:.. ~ .. C:::-over, ~o::- ~. S.· Gypsu=. Co.;' 
~. A. Dane,. fo:- ~o:-:-is !:.c.'.;s-:.ries; As.;. 3u.":.t.on, :. ... 0':' Sp':'eckels 
.:.uga:- ;Jl."r.sion - A::lst.,ar Corpora~ion; ca.l!'l.oun E .. J~eobson, fo:-
'!" ..... "'~.; c 'Or.., .. "'ge- Co .. ~e ... e ... ~e 'o~ "'~i" ·~o- ... a- +::;._-, e , .. .'*fay· 0- ...... 1' •• ~..... A...o...c;;...... ........... .. ~ __ • .., ... , .w. .... ""_ ....-.... __ " ." 
Qona'..l C ?""-e-o'" • ..... 0-e7 a- ~a"~ ~o- ~g~"""~-"-a.' ,-.o'· ... c ... ~ o..(!t-- ... _~ ... ,-;:;w .. .;..t ... .,. 1\..,.,-, .... ..., ..... "' _ .... JI\ ........ v'-' .... v. \iII,..... .. 
~~i~o=-.-:.a, ~~ue ~chor, ~eo,:,?o:-a.t.ec., D:A o~ Cali!o~ia~ Dai:-y=en's 
Coopera.-:.ive Crea:e~ Assoeia.-:'ion, S~s~ G:::"o~e~, Inc., ane 3u~ 
~-t' e "i""e· ....... o ... as • -;:",,,: ""'-- .&'0- "' ... , .. ·"0-'" a "'-a'Oe :J. ""'-ee ~-• .;-~ ..... " ___ .. ~ ............. ~ •. ~~.,. _ .. ~ __ • '......... v_. Q;..... . ........ " 
:ea~.:.e; Coreon G. da~e, lor The Cloro~ Cornp~~y; !ho=as J. ~a.vs,. 
fo:- Calii'or:::.a .·.ov:.ng 0: S-:o::age Assoeia':io:l; J. ~:::"a."'l~ Vinc·e::.-:.,. 
!o:- Sot:~b.e::n Cali.!"o:-nia ?oei: ?:-oe.. :.ssociat.ion; Re=.e-:.n P. ri",::-rison,. 
for Ea ... ! .:.son-Niehols Co=?any L~.; :s. C. 31accan ~c. James ). 
:~~e=s, !o:- ca:i!ornia ~~. T~ck ~Nners Associa~ion; Cna,:,.:..es 
M-av • ..... I"\ ..... ey a- ~a-iI "'o--Cai"'~o-"a ''''-o-ey t"...,. .. p-..,~' • .. .., ... co··e-• :J .' I\.",VV'........ \#.-1.,.,. - .-.... .......... i'\"w _.. ~--~~'P "'.~ ..... -," 
~e~ & Cree~e by ~~~~ ¥~ci!er, A'C~o~ey at. Law, ~or;e carriers; 
~~lli~ ?. ~ae,:,~ep X~~orn~y a~ Law, ar.e ?o~ald c. 3roberg7 fo~ 
1"'., I ~ ·'0-" a ·"f'I_·c" ...... g ~csoe" ., .... 0 ..... ~.t.r l' ...... - ':" ~,,,:,,,,,,p- ~o- "'a.."'l:':.e"'" ...,~_... ...... .... ........... __ ~ ... ~.., ...... , 'I.;. ..... .. _~ .... ~ :.; ••. .-:1" ___ , _ • 'W .... w 

:eagu~ o~ Ca!i!o~~a; ?~~l s. Eenso~, ~o::- Associa~eci Ce!'!e,:,al 
CO:l':rac':o:s o! Cali;-o:-n:.a; Va-..;.g."'la::., ?a1.:1 « :yor.s,. by Jon..,,: G. 
~vo"'s A:t-o-e1'a- ta-·, .&' - "'-'''~o'''''''~a ~e~-':-'''~e- Assoc~a·~o"'-.., ..... , WI .... .." ""~ .. 0.. ~..... .......... .. • "' ....... 41 """ " ... w ..... , 

Siiv~r, ?..osen, ?isehe':' " S~eehe::", by i~ixh?e'l.. J _ S~~eher":i At.:o:.o:-ney 
a-e Law, !o:- Ap~legate D~ayage C¢cpa:.1" 3li::.coe T:--..:ekl.ng Co::p-a.ny, 
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"1 . 'T" •• Se' .,. ~. ,- So ,.. " C ." arK .!"UClC.!lg ::ov:.ee, J.!lc., ~e"r.l.rJ.e Q; n .. ruclCong o:pa:Ay, 
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GENIRAL ORDER. NO. l02-G 

(Supersedes ,General· Order No_' l02.-F) 

PUBLIC U'!ILInES COMMISSION OF 'IEZ STATE OF CALIFOR..'crA 

RUI.ES TO GOVER...~ ENGAGEME:NT OF Ai."ID PA'YMEm'S 'IO 
INDEPENDENT COm:RAC'IOR SUBHAUI.ERS ~"D BONDING REQTJIRE'MEN'I'S 
ON SUBHA.ULING OR: tEASING OF EQ,UIPMENT FROM ,!.ESSOR-EMPLOYEE 

Adopted _______ _ Effective • , ----------------
(Decision No. ______ , Case, No. 10278) 

1. Carriers subject to order: 

!'his General Ol:'der applies to all highway :carriersas def:ined 
in Section 3511 of the Public Utilities Code, including a 
household goods carrier as defined in Section 5109' of said Code. 

2 • Defini tions : 

a. Authorized carrier means a highway carrier licensed by the 
Cocmission under the provisions of the Public UtiLities Code. 
unauthorized carrier -means a highway carrier not: licenSed by 
the Commission .. 

b. Prime carrier (principal or overlying carrier) means an 
authorized carrier that con~acts wit:h a shipper t:o provide 
transportation service for the latter, but: in turn, engages 
t:he services of another authorized carrier known as the in­
dependent contractor subbauler (subhauler or underlyi~ 
carrier) to perfor::. tba<c service. The te= prime carrl.er also 
includes any independent conttactor subhauler who, engages 
other authorized carriers to perfo=m all or part of the ser­
vices which suca independeu~ contractor sUbhauler bas agreed 
to render for a prime carrier. Such an engaged authorized 
carrier is designated as, a sub-subhauler and as 'to it, the 
original independentconeractor subbauler is a prime carrier. 

c. Independent contractor subhauler (subbauler or underlying 
ca:=ier) means any authorized carrier who renders 'service for 
a prime carrier (principal or overlying carrier), for a 
specified recompense, for a specific result, under the control 
of the pri~ carrier as to the resul~ of the work only and 
not as to che means by which such 'result is accompliShed. 
'Ihis term. includes suh-suhbaulers in appropriate cases .. 

, .. 
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Lessor-Employee means an employee of a carrier subjec1: to- this 
ord.er;, which employee leases eCJ.uipment 1:0 i1:s employer. 

!.ease means a cO'Q.traC1: by which any person, who -or which owns, 
controls or is er.ti1:led 1:0 'Che ~ssession of any vehicle or 
vehicles of the types desc:ibed in Section 3510 of the Public 
Utilities Code, called. 'Che lesso:-employee, lets or hires 
(the same to its employer carrie:), wbich is subject to the 
prOvisions of ehis general order, and called the lessee,. for 
the purpose of having such vehicle or vehicles used in the fo:­
hil:'e transpor'Cation 'business ef such lessee .. 

Completion of shipment by a subhau1er 0: sub-subhauler :leans 
that the transpor~tion agreed to. be ~:formed by such- subhaul­
er or sub-subhauler Qasbeenperformed in full and. evidenced by 
?~Oo~ o! delive~J o~ s~ch tr~~?O~a~ion ~o' the- p~~e . 
car.:':er. 

Ter.:li:la~oc. of lease occurs when t..,""eperiod cove::"ed by the 
con~ract. of lease has expired as evidenced by "¥he ~er.ns 
u"e:-eof .. 

Clai::l :ea:s a-c!.e:ar:.d by a st:bhau1.er or sUO-subhat:ler for 
an a:nOU!l~ c'1.:.e" ~or ":.he ~rans?or":.a'Cion o~ propert.Yr ~ro::l 'Che 
ca:rie:- fer who: subhat:ling or suo-subhauling has eeen 
peri'or:ec!.; or by a lessor-e:::::.?loyee for an. a:lOU!l:e due as 
equipment. rental fro: the ca:rie~ ~o who: such. e~uipmen~ 
has been leased. 

Set.of~ :ea:s ded~c~ions that a ca:.ie~ :ay :::::.ake agai~st the 
cla~"!! o~ ~b.e subhau.le~ or sub-subcauler .. 

Se":.~le=ent. :eans ?aymen~ f~om cal~~e:- t.o subhauler or 
sub-subhauler a£~er se~off. ' 

3 • ~gage=en":. of an Uz::.a~~orized ca:. i.er ei the:- as a Subhauler or 
Sub-s~bhaule:- by a ~e Ca:.~er: 

A p~e ca: _'':e~ shall ::.o~ engage a:.y unau "ehorized ca.-'"'Tier 
as a subhauler or su'o-subha'Ule:-. 
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4. Agreement Between Patties:-

a. 

b. 

c. 

d" 

Every agre~t for subhauling, sub-subhauling. or leaSing of 
~otor vehieles from a lessor-employee entered in~o by a 
carrier shall be reduced to writing and executed by the 
prime carrier or the lessee-carrier and presented t~ the 
subhauler), sub-sub hauler or lessor-employee prior to) or 
within five days after,. commencement of any subhaul service 
or such lease of equipment. Such ":Yriting shall also be 
signed by the subbauler, sub-subbauler or lessor-emoloyee,. 
shall contain all of the· terms of· such ag:eementalld.· seall 
specify all charges payable thereunder forsubhaul or lease 
of equipment, and shall incluae the name and address of, the 
surety ~roviding tbe bond required therein as well as the 
expiratl.on date of such bond.. !he agreement for subhauling 
or sub-subhauling. shall also contain the pr~e carrier's 
"'!" file number assigned. by t:lle; Comcission and the subhauler' s­
or sub-subbauler r s "T,r file number. 

The a:lount to be 'Oaid 'ov the "Ori::1e carrier 0:- lessee to 
-:he .s't!ohauler (suo-subhaule~)· or lessor shall ·be clearly 
stated on the ag:-ee:ent or lease ane. shall pro'"ide for all 
seto:-:'s, if a:.y, for sc.ch a:ounts as :ay be due !ro:n 

... "'.,. '· .. .le-''U"'i .... g c"'---e- "'0 "''''e ov.,.-~y:·"'g "'a--:e- ... · .. c":·,..l· ....... o" .., .. ~ ~"'" .... .,;......... ~............ "".. '\;0_...... \.10 •••• , ....... '-' ....... -0 

b'· ... "'0· ,~_ ...... .,...l -~~ • .,.,,: ... - ...... ":e- -e~-~1 ... .;-e· se-~ces 
... " .... .." -,~V"\;l'..i. ..,."., , ... ~v ... , ..................... " ........ , v.. . ... II.... '}' 

or repair services fu~shed by ~e ?~e ca:::eror lessee. 
A copy of each agreement shall be retained and preserved by 
all parties thereto, subject to the Commission's inspection, 
for a period of not less than three years from the date of 
the termination of the agreement. 

£ve:y ~:--:-=e ca:. ::er e::.gagi::.g s't:.·oha'C.lerss!"..a:: ::G!i::.tPin .:I' 

sep~rate- si:bhau1 register or single- book ot account in s.uch 
=.a:'l.."'ler and :'or::: as wi::' ?la.i.~y .3!!d :-eac.:':'j show t!ie i"olloW::::.g 
:.::.! 0 r:::;rei on: 
.. _. Xa:e and ~~::u:ber 0:' ~he subha~le!". 

~-e~~~- ·o~~, ~~.l -"'e .la"'e .... _~w ... _ ~l.a ..,... c,.;. v ... 

:a~e sh!.-oment cO:::I'Ole~eci-
G:,oss due ':he s\:ohaule:, deduetio::.s there:,::-o:::" :;InC. ne-c 
~¢~t cue ~he su~ha~le:,. 
Date ?a7=en~ ~e~c.ered ~o ~he s~ohaule:,. 

s. ?ay=e~!s ~o S~bha~le~ and Sub-~~bhauler: 
a. T:'le· pri::e ca!"rie!" shall pay to the subhauler, or sub-:-subhauler· 

':he cha:-ges specified .i~ -che ag:-ee::e::t p:-ovic.edi=. Paragraph 4-
hereo~ wi~~~ 15 days a!!er ~he co=~letion of ~e ship::ent, 
~c:;.;.':'; ... ~ Satu:-e.ays, Su:.ciays and holidays ,by the' subha:~ler 
or sub-~~bhauler. 
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"0.. Be~ore or a'C 'Che 'Ci:lle o~ 'the set'Cle:nen'C 'Che prime :-carrier 
shall furnish the subhauler wi'Ch a copy of 'Che ra~ freight 
bill or ~reight bills, except in those ins'Cances i~ which 
!ive or ::lore shipme::.ts have been conso-lidatec: "oj the prime 
cal~~er !or trans?o~ation by the subhauler in a si::.gle ~ove­
:ent. A pri:e ca:' .. ~er may take reasonable st.eps' to delete 
confidential i~o~tion from the freight bill furnished 
~l:e subb.a~ler, but:ay not'delete the cr.arges actually 
assessed or 'Che i:!or::lation necessa..) to c.eter::li:le s\!ch charges~ 

6. Payments:o lessor-E....-ployeeso! Equip:ne=::: 

!he lessee-employer shall pay to the lessor-~loyee of 
the equipment the charges specified and in :hemanner 
provided in the written agreement:.. In the event the lease 
is cancelled the lessee-employer shall pay the' charges on 
or b~for~ the 20th day of the calendar montb.:,follO'W'iug, the 
ter.:u,natl.on of the lease'. ' .,' 

7 • Bonding Requirements: 

a. No carrier shall engage any subbauler, sub--subhauler or 
lease any equipment as a lessee from a lessor-eICployee 
unless and until it bas on file with the Commission a good 
and sufficient bond in sucn form as the Commission may deem 
proper ~ in a SUQ. of not less than $lO,OOO,which bond shall 
secure the payment of claims of subhauler" sub-subbauler 
and lessor-employees of highway carriers in accordance w1:t:h 
the terms of Pa.ragraphs c) d. ~ e and f hereof .. 

b. Each bond filed pu:'suant: to the foregOing shaJ.l cover the 
full extent of the carrier's operations; that such bond :ay 
cover more than one operative authority held by the same 
carrier; that when a carrier with such a bond on file with 
the Co:mrrission obtains additional operative auth.ority l' said 
bond shall be revised or reiss~ed to cover the additional 
operative authorit:y; and that: the name of the carrier's 
surety company in any bond filed pursuant hereto v.~ll be , 
made public by the Commission upon reasonable, reqaest,' therefor. ' 

'Ii • . 

.' ,,',1 
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!he terms O'f the bond shall include:. that any person or persons . 
to whom an amo~nt may be due and payable may file a claim therefor 
with the suret:y; that upon the filing of the claim,. the surety 
shall nO'tify t.he CommissiO'n and the carrier in writing 0'£ such. 
filing; that such notification to the Commission shall be 
addJ:essed to 't:ae Public U't:ilities Cotmnission of t.he St:ate of 
California at":it.s office in San Francisco; t.hat.suit against 
't:he sure't:y shall be commenced within one year after the filing 
of said claim; and that. the surety waives any'rights it may have 
\mder Section 2845 of the Civil Code of the State of California. 

The bond required by paragraph (a) hereof shall be filed. by't:b.e 
carrier as principal aud by a qualified surety insurer 7. .lllthorized 
to do business in the State of Cali.tornia,. as surety,. :tor the 
benefit of any person,. fi~7or corporation serving asa subhauler 
or sub-subhauler for or as a lessor-employee of.equipment to-, 
said carrier. . 

A subhauler,. sub-subbauler or lessor-employee of' e<iuipment to 
whom. an amount =ay be due,. either as transportation. charges for 
any shipments sul:>hauled or as the rental of any equipment'leased,. 
and not: paid within the time period provided in Sections 5 and 6 
hereof,. shall file a cla~ ~erefor with the surety and notify. 
the Cotcmission of such. filing asainst the bond herein required. 
All such clai::ls must be filed W'l.thin 120 days after the. date of 
completion of shipment or ter::i:natioc. of lease or after the date 
on which. any payment falls due under the ter:ns of Sections 5 and 
6 hereof • 

ra.e surety may cancel such bond by writ't:en notice to- tbePub-lic 
Utilities Cot.'Clission of the State 0: california at its O'tfiee in 
San Francisco. such cancellation to- become effective 30 days, 
~fter receipt of said notice by the ComQission. . 

S. In case of conflict between this general. order and the provisions of 
a mini:m.::cl rate tariff of this C01:rltllission~ tbe :linimum rate tariff 
shall apply. 

PUBLIC, U!II.I'IIES COMMISSION 
STATE. OF C:..r..;!FO?u.'O:A' 

By JOSEPH E .. · BODOVI'IZ 
Executive Director' 


