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OPINION AFTER FUR.'I'HER. HEAR.ING 

On May 22, 1979 the Commission issued Decision No. 90354 
in Case No. 5436, OSH. 244 (and rela1:ed tnaeters) canceling mini:l1Jm 

raee regulation of tank and vac~ truck transportation and 
establishing a new regulatory progra= of more competitive indi
vidual carrier-filed rates. Mini.mo:n ra.tes on tilis transporution 

, 
were to be canceled and the new competitive program implemented 
through a transition period beginning April 30, 1980. '!he California 
!rueking Association (CIA) subsequently filed suit in the United 
States District Court to·.enjoin the COmr:lission from. proeeedi.ng. wi'Ch 

ehese changes in motor carrier regulation. In ie5 complain'!: erA 
alleged that the Commission had denied it procedural due proeess 
by relying upon historical w=itings which were not introduced 
into the record and by incorporating ehe testimony of three 
econo~ists CIA had cross-exa=ined in a prior CoQmission proceeding 
without affording CIA~e opportunity ,to cross-exacine thee or 
rebut their test~ony in the present proceeding. On November 16, 
1979 the Court issued a verbal ?rc!er granting '!:he injanc:tion. A 
written order followed January 16, 1980 pe:canently enjoining 
the Co~ission from giving any force or effect to Decision No. 90354. 

Although we took exception to the Court's hold~g ace 
have filed an appeal with the United States Court of Appeals, we 
also ~ediately undertook to rezedy the alleged ~roc:edu:al 
deficiencies underlying the Court's action. Case No. 5436, OSH 244 
was reopened by Decisions Nos. 91063 and 91284 for fur~er hearings 
to pe~it CIA to ~ross-examine and rebut the test~ony previously 
provided by the three ec:ono:lists: 'I'ho:nas Gale Moore) Michael Conant, 
and Peter Max. In addition, the C~ission provided all tank and 
vacuum truck carriers additional notice and an additional opportunity 
to be heard with regard to the regulatory refor:s set foreh in 

Decision No. 90354 • 
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Hearings in this reopened proceeding were concluded and 
the case submitted for decision upon the filing of closing briefs 
April 29, 1980. The historical writings referred to in Decision 
No. 90354· and i.e. the D1strict Court t S Findings of Fact and 
Conclusions of Law were not incorporated into the record and will 
not be considered in reaching a decision in this case. '!he prior . 
test~ny of Peter Max was not incorporated into the record after 
we reopened this proceeding, :lor was. he recalled for cross
examination. His testimony has accordingly been stricken from 
the "record and will not"be considered. '!he prior testimO'ny and 
cross "examirl4tion of Thomas Gale :1oore and Michael Conant in case 
No. 5436, Petition 194 was properly incorporated into this record 
and these witnesses were recalled for further cross-examination 
following our decision reopening this proceeding. Only their 
test~ony and cross-exa=ination, ~e rebuttal of ~ and o~er 
witnesses introduced in these proceedings following reopening, and 
the evidence introduced in our origina.l hearings in Case No. 5436" 
OSH 244 with which the District Court found no fault have been 
considered in reaching this decision. This decision, based upon 
the full record in Case ~o. 5436,OSH 244, supersedes Decision 
No. 90354. 
Summarr of Evidence 

Commission Staff 
In 1:he original hearings in ehis proceecing 'the Commission 

staff presented a policy stat~ent recocmending eliQiDation of 
mini=um ra.te regulation and summarizing reasons justifying its 
recommenda:eions. The staff observed that :ninuWl rate regulation 
was designed to meet the economie conditions of the 1930s, and 
proceeded. to illustrate the inadequacy of the syst~ to :eet ene 
needs of the 1980s • 
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Al~ough the original l.:'tent was only to set true mini=t:m 

rates, the CotC:!lission-eseablished ::U.nlmu::1 ra'tes have becoc.e sunea.:r:d 
or prevailing rates for the t:ueking indus 'try. 'Ihis effect has been 

the result of a eombina'tion of factors. Nei~~er the Commission nor 
the staff has ever been able to develop any sundards for productiVity 
or efficiency. As a result, cost studies reflect not the cost of 
the most efficient carriers as originally anticipated, but rather 
the costs of a si::tple sa:aple of carriers. Equally proble:aatic is 
ehe difficulty of conducting and timely completing the cost and rate 
studies aecessary' to establiSh and maincain the min~ rate systec. 
During periods of rapidly increasing costs, such as we have eX?erieneed 
in recent years, these studies are 'typically several years out of 
date by 'the time they are completed. Ee~l'1een full seale st't!dies 
the Cocmission has resorted 'to abbreviated cost offset proced~es 
by which rates are increased to reflect increased coSts without any 
analysis of current transporution circucsta~ces. Even i! studies 
could be adequately conducted and completed L~ a timely fashion, 
however, the ~ini:u= rate syst~ would have serious deficiencies. 

" 

The System. is pre:o.ised on the asstJ:Iption that all carriers will have 
the same approximate costs, traffic flow, and traffic mix as ~~e 
study group. This fund.amenul assUQpt:ioa is in error.. Some carriers 
enjoy high-load faet:ors; othe~bave law-load fac~ors. Some haul 
in areas of t:he Seat:e where costs are high and o~ers ~here cos~s 
are low. Traffic flow aad uaffic ::tix for ineividual ca=riers 
are core l~~ely to eiffer fr~ the sa=ple group than they are to 
res e:nb le them. 

In lieu of the present syst:eo of minUl.: rate regulation, 
the staff reeocmeodea that carriers file their own rates suojeet 
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to continued Comc.ission supervision and revie"N. A series of seven 
exh.ibits we:e offered detaili:lg. 'the proposed program. l'his carrier
filed rate proposal woul~in the staff's op~~ion, have the following 
a.d~a.ntages: 

.. 

rrIndiviciual ca:riers could establish :ates 
tailored to their own operations, responsive 
to demands for their services and to e:e 
Quality of services for which shippers would 
be willing to pay. carriers could respond 
more quickly to changes in economic conditions, 
traffic patterns and shipping ~ractices, and 
to compete ~ore effectively wi~~ pro?rie~ry 
operations. '!he progra= would allow greater 
flexibility in the rate structure, encour~ge 
innovative rate =aking and provide incentives 
for improvicg carrier efficiency and productivity. 
In effect, the ?rogr~ would define a mini=um 
ra-r;e as the lowest just and reasonable r goi:lg' 
rate for specific transportation circuostances." 
(Exhibit 244-1, p. 13.) 
In Decision No. 90354 the Com:ission initially ~opted a 

carrier-filed rate program similar to tha-r; proposed by the staff.lI 
The staff subsequently supported the ?rograo ou-r;lined in Decision 
No .. 90354 in the reopened hearings, but :ecomcended' one modifica.t:ion 
designed 'to insure equal cornpe1:itive opportunity among carrier 
classes. 

"Beeause of the. ?otential prob1= that certa.in 
common ca:rie: ra:e filings =ay ~ot: become 
effec-r;ive as quickly as contrac: carrier filings, 
staff reeote:!lends that, in oreer to equalize the 
co~etitive opportunities of coc:on and contract 
earriers, tb~t the following oodi=~cat:ioo of 
the Co=:issioo prograz be aeoptee: Any rate 
ehange by a contract ca=rier ~hich results in 
a charge l~~er :han his existing :ate and 
lower than a cOQpetitor's rate, cust be filed 

11 A copy of the ?rogr~ outlined in Decision No. 90354 is attached 
hereto as A?~endix A • 
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with the Com:nission on 30 days' not:ice. This 
will eliminate any potet1:eial disparity Oe-eween 
c~on and cont:raet carriers in giving notice 
'to reduce rat:es to aCCJ,.uire o\:Siness. I't w:tll 
also allow a protesting carrier sufficient 
oppor'tUXli'ty to file a protest if he so desires." 
(Staff concurrent brief, p. 14.) 
Economists MOore and Conant 
Although 'thomas Gale Moore and Michael Conant were 

originally called by 'the california Attorney General in case 
No. 5436, Petition 194, they were reca1lee in the reopened hearings . 
herein by 'the Commission. suff. Bo'th presented the same prepared -. . . " 
tes ti:nony as was presented in Case No. 5436., Petition 194 
(Exhibits 244-32 and 34, respectively). Also admitted into 
evidence were exhibits coneaining the e~ensive cross-examination 
of these wimesses in 'the prior proceedi:lg (Exhibits 244-33 and 
36) .. 

Testifying on the basis of his extensive studies of =ctor 
transport:ation both. in 'Chis eoun't::y acd ab:oad., Moore noted that: 

in all studies of regulated versus unregulated ca::riage, regulat:ed 
rates were found considerably higher than unregulated ra'tes. A 
series of court decisions in the 1950s exemp'ting fresh-dressed 
poultry, frozen poultry, and frozen f~its ane vegetables from 
Inters~te Cocmeree ~ission (ICC) rate regulation provided an 
opportuni:y ~o deter.:ine :he effects of price cocpeti'tion upon 
motor carrier ra'tes. Suosequen: studies indicated that rates for 
fresh-dressed poultry fell an average 0: 33 ?ercen~, frozen poUltry 
fell 26 percent, and rates for frozen fruits and vegetables declined 
19 percent. In a separate study conducted by ~~e National Broiler 
Council rates for transportation of ICC regulated cooked poultry 
were cocpared with those for ICC ex~pt fresh poultry. Rates were 
found to be 33 percent lower on the unregu1a'ted fresh poultry • 
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I 

Al1:hough ra'tes declined, service "'Was found 'to have i:nprovee 
under rate deregulation. Service op'tions were expanded, in-transi~ 
'time "'Was reduced 7 and schedules and rout:es were be'tte%' ada.pt:ed 'to 

meet the needs of shippers. 
MOore also noted that trucking has flourished without: 

rate regulation in a varie1:Y' of indus'Crialized nat:ions inelt:.ding 
Great: Britain. He foune :8ri1:3.in t:o be of particular note. When 
rates fell in Brieain as a result of liberalized regulation, profi'tS 
were not adversely affect:ed. The resulting competition led eo 
inczeased ca:z:rier effic'iency allowing rates to decline withou't 
affecting industry profits. 

The el~~tion of miciQum rat:e regula'tioQ would in MOore's 
opinion produce 'the s.a.:ne effec1: in Ca lifornia.. '!he unavailability 
of price competit:ion under ~e min~UQ rat:e syst~ has produced 
exeess service competition inflating carrier's costs and reducing 
their profits. The el~ination of this exeess service eoopet:ition 
would in V~ore's opinion be :he nat:ural result of increased price 
cotnpe'Ci'Cion. 

Pri=arily upon the basis of the evidence we have s~rized, 
Moore concluded that: compe'Cition in :he t=ueking industry can provi~e 
substantial benefi1:s to ~e public without: h.a.::::ting the indt!S~ry. 

Alt;b.ough Conant has had only li:llitee experience with 
motor transportation regula~ion, he provided a general critique 
of motor carrier regulation upon the basis of general economic 
theory, a survey of relevant acadezic literat;ure, and his experience 
with other modes of regulated transportation. In his opinion there 
is no just:ification for regula~ing t=uc:king as tb.oug.~ it were a 
monopoly. In his opinion the industry is inherently competitive 
and would be better left competitive. Conant responded in some 
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de~ail ~o the more frequently encoQntered ar8UQents made in favor 
0: continuing minimum rate regulation: 

.. 

"A:'gu::nen:cs of the motor carriers ....... ho pro:i t: :roe 
minimum rate re~lation are obviously self-serving. 
!hey are designed to extend eneir protection 
against free competitive enterprise. Among their 
leading arguments are enat regulation: 

"l) Prevents destructive or ruinous 
compet:i1:ion.; 

"2)' Resul es in better se:vice; and 

"3) Enables cross-subsidization of 
net loss services. 

"The cotor carriers and other regulated fir::s ...... ho 
benefit from minicum price re~lation ~e 
'destructive competition' and 'ruino~ cOQ?eti
tion' to 'describe what other perso:s call compe
tition. Human sel:ishness provokes :ecbers of 
any tlonopolistic cartel to oppose free competi
tive enterprise for theQSelves but, of co~rse. 
favor it for those who sell theQ i:p~ts. If food 
stores or clothing stores, who like truckers 
supply essential :arketing services, organized 
cartels s~lar to the ~erican Trucking Asso
ciation and demanded gov~~ent ci:i~ price 
legislation to reinforce ~onopoly pricing. 
:~ekers and !eaQSters would surely oppose it as 
exploitive 0: all cO~UQe=s. Yet: :o:or carriers 
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say they should be relieved of ~eeti:g effective 
cot:r?e:i :io::. because they label it c.es cuct:' ve and 
a ju:gle. There is no ev'idence to support: ::.o:o-r 
carrie: allegations that effective cocpe:i:iou 
would result in ~st fi~ selling below average 
total costS for long pe=ioes ~d then leaving ~e 
incus::y. If the 15 to 20 percent 0: fir=s which 
leave ~e Califo~ia ~otor carrie= industry every 
yea:: .. ..;e-:e not replaced by others i:'l. just o::.e year, 
there would be a g=eat reductio::. i::. the ~hcess 
capaci:y which has been ?rovokec by Qin{~ rate 
regulation. Unce: effective c~etition, ?rices 
in other ineuse=ies te::.c. towa:c. levels which 
cove: average cost plus a :arket ret~-n on i:vest
~ent. !here is no reaso::. to believe they would 
not do so i:l t:"1,;cking. The des tr..:.c ti ve 0: 'rI.!i::.ous 
cot:r?e:itiO:l defense has bee::. rejected as false i~ 
antie=ust cases since the opi:ion of Judge taft in 
United States v. Addyston Pi~e & Steel Co., 85 t. 
Zil (O~ Cir. 1898), a::'2 17j O.S. 211 (1899). 

HAs noted in Ame'd.c:an tr..:.cking !re:'l.ds, operating 
ratios of c:o~::. carriers ~n reguiated :otor 
ca=:iage have been over 94 pe:cent in recent 
years. !his fi~e is a reaso~ble est~-3:e of 
the perce~tage of costs whie~ are variable "Nith 
output. No reasonable person ·..;ould k:e0"..;i:1g1y 
price below variable cost except i::. the ex:=e:ely 
~are insta:ce when he es:i:ated he co~ld be a 
suecess:~l predator. Co~e~~ently, an ef:ec
tively cocpetitive :oto= ca=rie= industry :4Y 
=educe its excess capaci~! by prices teQ?ora=ily 
falling a few perce::.tage points below total costs. 
But as soo::. as the weakest fi=:s left the 
indusery, ~ates sho~ld again rise to cove~ total 
cost i::.cl~ding a :arke: rate 0: ~e~~ 0::' 
:"nvest::le::.t. 

"Another aspect 0: the 'eestr-..:.c:ive co:petition' 
whic~ is also false is that effective cacpeti
:io::. will se~iously ~air the abili~ of :oto~ 
ca==ie~to secure capital. !he case of e::.try 
into trucking and the capital supply to other 
co:petitive industries de:onst:a:e the falsity. 
E::.::y i::.to the t':!.tcking i::.dus:-:y by the ow=.e: of 
one truck :ea:s that capital does ::.ot r-ave to be 
secured in large a:o~ts in o=de~ to be a trucker. 
E~~~ey 'capi:al is ~ecessary :0 :he ex:e~: 0: the 
d~~ ?ay:e~: ::.eeded :or one :r-..:.ck. ~c:ero~s 
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financial inseieutions are av~ilable to supply 
e~e loan for ~e re:lainder of tile cost. Fur'Cller
t:l.Ore. Qe argu::lene Qat fir.:.s in effective 
competition, suc~ as food stores, cannot readily 
secure capital is false. !he 5:411 store is 
finaneed by family savings as would the owner of 
one t:uck. The larger national fir.:s are 
financed on the na~ional securities exchanges, 
whe~er ehey be food retailers or eotor ca.~iers. 

"The argument that minimu:l ra.te regulation results 
in better se:vice has not bee::. proven.. :1inimutl 
rate regulation ~y attract excess ca?aci~ into 
tile i::.dustry so that oere are a subs-=antial 
:u'nority of c:u~kers witilout enough business to 
occupy their eq,Uiptle'O.t. Bu.t :l1e=e is no evidence 
Chat available idle eq,uipcent ;eans better se=vice 
in the industry. Under effective co~etition. 
ehere is an ineentive for all existin~ fi:cs to 
compete on ~e basis of service as we.l as price. 
!he fire offering ~ferior service should expect 
to lose custoce:s and fail. The la=ge nucber of 
fi:=s in t=ccking and the ease of entry should 
assure that.' in a:y geog=aphical a.rea where it 
is profitable to =un a ~ck, one will be ~. 
Thus, there will be service to all s-:::all t~ 
where it is profitable :0 engage in :;~cking. 

"'!he cross-subsidization r&\=ent is tilat co::con 
ca.-rie:s ~st have ~ni~ rate regulation in 
order to ~e ext:a profits on high-traffic 
routes or services so tiley can subsidize net 
loss operations on light-traffie routes or 
se:vices. Posner labels this :~~tion by Regu
lation ~n 2 Bell J. Zco~. & ~~:. Sci. 22 
(1971). ~e ?ro?os.t~o~ says :~: sn.p,e:s i~ 
:'\:al a::-eas 0= s::.3.11 to-:r..s 0::- "N1,:!l. s::a.ll sb.!.p
~ents sho~ld :eceive :ra:spor: service a: ::-a:es 
below the cOSt 0: se:'Ving the:. and. tb.at other 
shippers sho~ld. ?ay monopoly rates to subsidize 
theQ. !he e~ual :a:e :ule fo: shi?pe:s in all 
locations a~d 0: all size shi?=e~:s is :=u1y a 
le~al enfo:ce:en: of diseri:i~:ory ::-ates. 
Di::e=e~ces in rates reflee:i~g differences i: 
cos: a:e not allo~eci. ~e e::ee: is s=ea: ~s
allocation of :esou:ces as :i:=s en:e: ~~i:ess 
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to try to serve the ~igh t:affic routes whose 
rates are above competitive levels. !he rate 
structure of me whole industry is raised in 
order to subsidize a minoricy of shippers. 
Ulti~:ely, ~e public pays the bills. If 
state legislatures were asked instead :0 levy 
taxes in order to pay cash s~si~ies to ~ese 
shippers, it is very likely the Legislature 
would reject this as an unworthy soeial serviee. 
Internal cross·subsidiza:ion i:posed by statute 
was a ~jor ca~se of railroad bankruptcy in ~e 
Northeast. Regulatory agencies are co=i~~ :0 
realize ~t it is not a useful public policy_ 

uV"'I • '0.. ~ - p . .r .I. .. ;; el"i,Q. torv r:.c ... ne; 

"The COmmiSSion has indicated in so:.e 0: its 
recent decisions :ha:r: the ?U=?ose of :ini:n.= 
rates is to prevent predat:or"J prici:l.g. '!he 
argucent :hat.without: :i~~ rat:e regulation 
there would be predatory pricing in this 
industry of i~e:ently cOQpetitive St~~ctu:e 
is just false. Preda:ory prici:l.g ~s :ne case 
where a fir.:., usually a do:li::.an'C one, holes 
prices below cost for a long period in order 
to drive rivals out of a :arket and subse~ue:.tly 
raises prices to ~no?oly levels. TAere are 
few con:ir:ed instances 0: this, even by 
dominant firms, because it: is so costly. The 
predato: incu:s a present and substantial loss 
for gains tha: are not only defer::ed bu: are 
likely to be te:pora:y. In an industry ~th 
low costs 0: e:l.::Y, as soon as the =~N :0:0-
poly priee is set. new ent:y is attracted. 
Consequently, fir=s in an indust:y like =otor 
carriers should easily anticipate that preca
tory p:ice cu~ting canno~ be a ?:ofi~able 
venture. n (Ex.."'ibi~ 244-34, pp. 10 -14.) 
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~'s cross-examinaeion 0: Conane ~nd MOore in this 
proceeding did noe differ signific3nt:ly from ~heir cross-examlnaeion 
in C4se No. 5436, Fe~i~ion 194. Neither Conant nor MOore conQucted 
any detailed study of regula~ed pe-crole\lCl -cransport:ation. in 

California., bu'C bo1:h. expl.a.ined t:ha'C tileir tes~imony was based t:?On 
general economic principles and experience with regulation in 
other jurisdictions., Although both. fa.vored coc:rple-ee economic 
deregulation of the trucking industry, both. testified that given 
laws requiring rate regul.a.'Cion it would be preferable to have a 
sys'Cez of carrier-set rates sUbject: 1:0 re~lat:ory'approva~ ~ to 
continue ma.nda.'Cory sute .. set minilwm rates. Both admi't:'t:eQ 't:hat 
ideally all carriers s~ould be pe~itted to operate under ~e sace 
rules and responsibilities, but remained fir.: in their opinion that 
differences in carrier classes provide no juseificaeion for cont~uing 
minimum rate regulation • 

california Manufacturers Association 
The California Manuf3c'Curers Association (CYA) supported 

in principal the substitution of shipper-carrier negotiated ra~es 
in lieu of Commission's set minimu:n rates., CMA' s position was 
presented by Richare N. Bona, Regional Traffic MSnager for ~~il 
Oil (Mobil). Mr. Bona also testified on behalf of Mobil. QfA 

and MObil recoQZended tha~ petroleu= irregular route ea=riers (FIRs) 
and cornmon carriers of pe'Crole1JXll products in bulk in :a.%lk t::t:eks 
cont:inue to es~ablish, publish, 3.Xlci file tariffs with the Cor:cission 
se~t:ing forth t:h~ir races and charges for transportation of ~ulk 
petrole1JXll products. they recommended tha~ petroleuc contract: earriers 
be authorized to establish, publish, and file rate schedules s:a~ing 
t:~eir rates for shippers of petroleuc in bulk. these rates should 
be both maxir:n=l and zinir:Nm rates for :~e na:ned shippers., QI;A and 
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~obil further reeorm:::ended. that: cd..ni::um ra.tes be phased out gra.<iua.lly, 
and. that commodities presently exempt from rate regulation continue 
ex.eopt. I:l ~"e reopened hear!.ngs CIA sU?ported the regulatory 
reforms outlined in Decision No .. 90354. (See Q1A.'s brief.) 

Teamsters Union 
The Teamsters Union (!ea=sters) opposed re%egu14tion 1n any 

for:n.. 'I'b.ey expressed considerable opposi::1.on to the Cot:=ission 
staff's origi::al reeommenea::ior:... '!'hey felt it would be disa.se:'ous 
to the tank truek indus cy and :0 the '!ea.csters membership working 
in :he industry. !hey felt it would p::oduee eU:Qroat eoarpetitioe 
and would force legitimate operators into ehe untenable position 
of co:opeting with individt:al owner-oper:u:ors and ttfly-by-night" 
operators ~~t drive unsafe equipoent and violate operating-hour 
li:::d.tations and other reguUu:ions. If, ho"..1ever 1 tile CoQmission 
were to adopt some for.: of carrier-filed rate syste= in lieu of 
the present :nird.ml.:1 rate program, 'l'eacste::s u:ged tha: t:he 

wage component of any rate justifiea~ion be requi=ed to equal or 
exeeec. the p-revaili.."'1g ·..1.age, inclusive of fringe betlefies, as 
deeermined by the California Depart:lent: of Indusuia.l Relations 
aecording to California Labor Code Seetions 1720, et seq. 

eTA -
In the original hearings in ~"'is ~roceedil::.g r:r...A sought to 

defend the present Qin~ rate syst~ of regulation and cri~icized 
ehe Cocmission staff's proposed carrier-filed rate alternative. 
CIA expressed the opinion that adequate price cocpetition exists 
under present regulation. Coopetieion particularly wi~ proprie~ry 
car::iage has had a subseantial i=pact on regulated for-hi::e ear::iers 
and has allegedly ensurec! 10"' ..... rate structures. CIA. a.lso el,.a.i:::s 
tb~t innova~ive ratemaking is coc:onplaee and cited Co=:ission
established eOQmodi~y and voluoe incentive rates as exaoples. 
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Present regulation was also defended by reference to the hign level 
of service compe~ition evidenced by the virtual absence of service
related complaints. CIA. argued in S1JCIlla:::Y that 'tile present systec 
should not be changed merely to relieve the Coccission staff of ~e 
difficulties experienced in adcinistering the min~ rate progra:. 

~ criticized the carrier-filed rate progr~ proposed 
by the staff on a number of grounds. Co=.on carriers would allegedly 
be d:isadvan1:3.ged under the staff's pro?Qsal. CIA believed that c~n 
carriers ~hich are required by law to provide nondiscr~Minatory 
public utility service will not be able to compete wi:h contract .-
carriers, which CIA. observed are free to l~t their service to 
selected shippers. The staff's recoocendation to execpt presently 
existing rate exempt transportation froo rate regulation under their 
n~ progra:n was questioned by CIA. CIA :laintained t:hat 'tile p:esent 
exemptions from oinimu:a. rate regulation exist only because of 'C..'1e 
minimum ra~e systec and argued ~t should ehe Co==ission decide to 
cancel min~~ rates, ehese exemptions should be canceled along with 
th~. CTA joined Teacsters in advocating tile use of a prevailing 
wage standard for use in evaluating the reasonableness of e.a.rrier
filed rates in the even: :he ~ission acop:s such a prograc. 

In the reopenec hearings ~~ eroppee ~ts ~efense of cini=u= 
rates and focused ins:eac on the cetails 0: the regula:ory :e=o:: 
program outlined in Decision No. 90354. C-~'s p=t=ary con:ention 
in this latter phase of ene ?roceeding was that the prograM coneained 
in Decision No. 90354" unfairly <iisadvan:ages common ca:::ie=s and 
concooi:antly cnfairly advan~ges contract carrie=s. In support 0: 
:his position ~ offered the testiQony of fou: economists, a .,., 
transportation consultant, a tariff pu~lishing agent, three bankers, 
folJ%' C'IA s:aff :ne::lbe.rs, and six highway ea:-::iers. !he differences 
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in regulat:ory t:reacnent: of 'these carrier classes were st.maarized by 
C-~ in Exhibit: 42 as follows: 

1. !he Commission's proora~ r~~~ires thir~y ~ys' 
pub:ic notice for =a:e c~~~$es fi!ec by coa~on 
carriers. !he same Coc:missl.o:l progr'::l ~=ovides 
t:hat changes i~ cont:ract: car:ier rates cayOe 
made effective on the date filed. 

2. Rate e~nges filed by cor:con c.:.==iers C\:st be 
justified: thAt: is, they ~st be accompanied 
OJ'' an evideutia::y sh~ .... i':!g, a:.e the Co=ission 
must cake a specific fincing t~~: such changes 
are justified. Rate chan§es filed by contract 
carriers require no jus:i.1cation by the 
carrier ~~less forced 'to respond in a cocplairi: 
or ~ves:igation proeeedins. 

3. !he burden of proving ~ates reasonable is on 
the c~~n car::ie~ ~hen i: c~nges its provisions. 
In conaection with eon:r~ct car:ier r~'te chans~s, 
the burden. of proof rests with protestant or 
cocplainant .. 

~. So-callec tradit1o~l co:con c~rriers (those 
w~o were certificated purs~nt :0 Sectio:. 1063 
of the ?ublic Ctilities eoee) will continue to 
be~r full responsibilities of sarvice a:e no:
discr~~tion wich =espect to the entire scope 
of their ope=ati~g ce=cific~tes. Co~ c~rriers 
who =eceived their operatic; ~uthority ?ursua~: 
eo See~ion 1063.5 ~il1 h~ able :0 ~~i~:e=allv 
d~~e=~i:~ ~b~ SCO?C of :~e~= o,era~~o~s, • 
e~~~~~~g o~ ~on~-a~~J~~ -~e- -- ~l" •• r'~iI..,-""". .. '- '-- "'.-".6 .;1 ... G. ..~ .... 
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5. Common carrier tariffs must: be filed to.meet 
strict technical requireoents which provide .n 
1n~elligible and uniforc format for ready 
re.erence and use. Tariffs not meeting such 
requirements are rejected by the Co~ssion. 
Contrect carriers are held to sketchy require
ments as to terms of the contracts under which 
they operate. There is no unifo~ order or 
arrangement prescribed. 

6. Common carrier tariffs must be ~intained open 
for public L~pection at each carrier's terQin~l 
facility and such tariffs must be furnished to 
~ersons willing to pay reasonable subscription 
fees. Contract.ca=rier rates are filed only with 
the Commission and there is no re~uirec~t that . 
copi~s of contracts be f~ished to any other 
party. 

7 • A coc::mon carrier can:ot raise its retes -
incl~ding rates which have ~en ?reviousl~ 
reduced to ~eet a co~etitor - without a full 
evidentiary shOWing and a findi~g by the 
Coc:ission that the increase is justified. 
A contract carrier ~y raise its rates :erely 
by filing an increased schedule with the 
Coccission. 

s. 

9 .. 

A coomon c~rrier is prohibited fro: diser~i
na:i:~ in its rate structure. If eo=peti:ioc 
cocpeks it to extend a reduced rate to one 
shipper, any prejudiced shipper ~~st also 
receive a cooc~u=ate rate reduction. A 
contract carrier is under no similar prohi
bitions and oay establish discrici~tory 
rates even bet"""~en si:uJ . .arly located coc:p~ti~g 
shippers. 

A cocmon carrier ca:no~ file rates which 
violate so-called long- and short-ha~l ~=ovisio~~ 
0: the Constitution and sta:~tes. ;"':17 rate 
rcd~ction ~de at one end of its line ~st 
a?,ly to all inte=me~iate poi~:s. A con:r~c: 
ca=rier may assess h~ghe= rates to i=ter~edta:e 
,oints 0= oay reduce rates to he~vily :=avel~d 
ter~~i witho~: red~cing =~:es a: in:er=ediace 
:'oca:iot'1s • 
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10. The c~~on carrier is re~uired :0 file co?i~s 0: annual repor~s with the ?ubli~ ~:ili:ies 
Coc=ission and it must cainea~ its books and 
records in accor~nce with a detailed, pre
scribed Uni:or.z System of Accounts. In 
add i.t ion , if the COc::lon car=ie= 1".as .ltmt.:.al 
$ross operat~g revenues of $200,000 or core, 
~t ~st file with the PUC a copy of each 
financial sta.tec.ent prepa:ed in the norcal 
course of business, whether monthly or for 
other definite periods. A contrae~ ca=rie: 
is required to file no financial s~tements 
with the PUC. . . 

11, A COClClon carrier may not dispose of, or encucber 
its property without the prior specific approval 
cf the Public utilities Co~iss\on. A contrace 
ca~ie= is under :'10 eocst=~i:t ~once~~:lz :~e 
c~'e 0 .... ,. ...... -:.. ... a ... ""e 0: :·S .. ......... -• A_ ... _ ••• t:::! ...... "... ~ __ ?_o,..,;~ _; • 
(~ibit 2/~-42, P? 4-i.) 
CT~ contendc6 t~t contract c~rriers have historically b~co 

vi~Ned as an e~ension of private carrier operations and as a conse
quence have, by a variety of mea:'1S, been prohibited from competing 
directly with public utility cocmon carriers. Con~raet carriers 
have, for example, never been allowed ~o solici~ freigh~ fr~. ~he 
public generally. ~ contended that min~ rates are ano~~er 
example of the regulatory protection afforded co~on ea:riers. To 
ensure that eocmon carriers are adequately protected uneer any fo~ 
of reregulatio~~.A proposed that contract carriers be ~de subject 
to additional restr~ctions including priCing terms and conditions 
parallel to those under whieh co~on carriers ~us: operate. ~~ 

proposed two series of recommenGations designed to aeeoc,lish this 
result. The first: assumes a ?olicy decision is ~de tha~ cocoon 
carriers of petrole~ products are no longer necessa:y~ and ~e 
second that the public interest is found eo still require cainte
nance of a viable com=on carrier sys:en • 
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If the ceo:on carrier is no longer re~uireci as a :at:er 
of p~olic ?Olicy, C~ rec~~nds tb~: :~e Co=:ission should sponsor 
lezislation to acco:plish t~e foll~i:g: 

1. A=ene the Constieution 0: the St~:e 0: C~lifQ=~~ 
to re~~e references to tr~ns?o=t=:ion 0: property 
by transportation cocpa:ies. Such deletio~ should 
include all cur=ent prohibitions agai~st discri=
ination ~nd the assessce:: of ~:e~s~-able or 
excessi~e ch.lrges; all ct:=:-ent prof/isions · .... hich. 
compel a eecis~on by the C~~ssion after a show· 
ing in connectio~ with incre~sec rates; ane all 
?ro~isions which precl~ee assess:ent 0: hi;her 
rates :or a Sho~ter than for a lo?~e~ clist~nce 
over the sace l~ne or ro~te, or w~~cn ?rcc~~ce 
the assess:er.: 0: chzrges rcsul:i~g in o=eater 
c01:?e-:l.Sa:io::. as a. c:-'rol.!g..~ r~:e ::-.a=. the .tg;regate 
of inter:ediaee rates; anc such other celetio~ 

2. 

3. 

~s are necessary and co~~istent ~ith I:e=s 2 a:d 
3, bel 0""'" ~ 

~end t:e Public Ctili:ies Code, Di~isio~ 1, :0 
:,c:.ove a.ll reference to Ifco::co':. ear=ie:'s" a:lG :0 
celece or ch.l~ge a:l ?:,C'\'~sio-::.s therei:l • .... hie~ 
·e~·'a~e co~~ c~--~e-s ~~ ~"~-:c ··-~"·'es .. 0--.. ~\.... ~,.--.. ~'II"i r--'-'-.... ............. • 
A:enci :~e ?~blic Ctili:ies :oce, Di'lision 2, as 
r~cessa=y, to r~ove all =c:e=e~ces :~ coc:o~ 
carriers anc such otoer carriers ~s d~ececi 
~eeessa=y, anc to cst~blis~ such n~~ cl~ss or 
classes 0: ca==!e:'s as will enable co:~e:i~; 
ea==iers to have e~'.:.al coc?e:i:i':e O??o=t:t;n:':ics . 
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!he specific ~thod 0: ~plementing these recocoenCa'Cioas 
with respee'C ~o ~nk er~ek o?er~tors, as set OU'C in the testicony 0: 
Witness Broberg, is for tbe Coc:ission to suppor'C SB 1886 (Seeator 
Rains) which wou1~ erezte and ~e:ine a class 0: per:it carrier 
designated as fltallk eruck carrier" .3n~ would d~lete the catego:ies 
0: petroleum irrezula: route carrier and petroleUQ contract carrier 

frem toe Public Utili~ies Cocie. 
On April 2, 1980, the Cocoission votec to support this 

ceasure.~1 !be bill was aQended in the Senate on A~ri1 16. 1980 

to iccl1.lde ·lset.:.\Q 'Cruc:~ carriers. 

!he letter eo ehe .:luthor 0: the bill (S~~tor ?~i~~) inforcing 
hie of Co~is$ion s~??ort for bill stated as follOWS: 

lI'ro.e Co=ission considered yoU': S:S 1886 at its Co-r':er~ee 
of A?ril 2p 1980, ace voted 4-0 to support the :eaSure. 

nSB 1836 • .... ot!ld elioi":'.ate the e:-:isting categories 0: 
petrolet:C irrcg\:l.::.r route ca=ric:: .l::.d pct:olc'.::: 
con::-~et c~==icr ~nd c=e~ec a ~~N class 0: ?croi: 
c~==iers ee~i~~tcc ~s :~~ =:t.:e% ea==ie:s. T~p. 
Cce~issionts SU??o:'= 0: :~is ec~S~c is basec on 
the J.ssl..:.r::t":i~n t:ta: .111 c~e:'lt: ?e::-olc\:c c~:":ie:-s 
will be :,eG:ui't'ee co conVI'!:': :::'eir o;><::a:i::.; ~t,;:ho-:" 
i:ies to :;b~ ne'N :.lnk e:--.;ci< ?e:-r.tit. The bill 
.... ow,.."t:>'" fTAA~ "0" "c" .: ....... 1 .. ..:"" ., ?-ov.:s.:o- "'e("l"':"'':n~ ;~ .. "_., ____ "-.wI .... -.. ; ....... 'w '-~~.. - ,.",. ... - ..... - ..... 0 
0"'':,. .. .t_... ,h ..... Oi , ... - ,--"" ..... '.,- ·o·· .. C ... .,-... , ,.." .. -.:: ......... -''-_ ... 0' :JII""- ...... _\op_~," ............ '!"" ............. -- '-l1li1. '- ........... ~ .. J ........ 

?etre:~u= con::-,J.:: e~r=~c=s :h~: i~:enc :0 continue 
..... e.: ... O?b.".':~'" "0 0~-1I'\o':" ." e~""'" ""l(1li"""". ja,",~/,..,.. ......... ... ....... "".......... ... ... _ .. ~.... ... •• L .............. lIOo ...... -- ...... 

..... ........,:... f 
p~ ..... - ... 

• 
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'the requirements of S3 1886 apply to tank truck and vacuum 
truck carriers irrespective of the commodity transported. Ihus the 
provisions ap~ly to petrole~ products in tank trucks for which 
minimuo rates have been eseablisbed, anc eo other fluid cocmodities 
in eank trucks for which no mini::l.~ rates are established. S3 1886, 
if adoptee, would substantially accomplish C~'s first series of 
recemmendations with respect to cocmon carriers engaged in operation 
;:,i tan:~ t::uc!~s or vacuu::. t:ueks, the types of carr~e:: o,erations 
involved in this proceeding. 

r 

If it is decided that the public interest requires contin~eci 
maintenance of a viable cocmon ca:rier sys:en, ~ rec~ends ~e 
following changes :0 ensure common car::iers an equal opportunity to 
compete and to earn a reasonable return on inves~ent: 

l. The Co:::nission should rc~e:i~e "contract ca:-=ier" 
in such a ~nner e~~e neit:er cnco~ragcs nor 
allows ~ scner~l holdi:g oct to the ~u~lic. In 
this conr.ection it should est3blish reasonable 
s:anea~~s as to ~xio~Q nuobers of ship?ers ~i:h 
whoe such c~rriers ~v contr~c: befo::e :hc::e 
a::aches a pri-~ £ac~e ~res~~cio~ of hol~in;-o~t 
rcqui=i~g ~ coc:~ ca=ric:: certificate. Sueh 
~y.imue nucber should p::ob~bly no: exeeee :e~ 
shi?~c::s. It should a.lso ::esei-c.c i:s "soee::'4:ize~1t 

? _. 
con:~~et ear::ier conce?t. . 

the Co~ission should re~ui::e t~~t 411 c~==or. 
car=icrs hol~ing certificolt:ez, "',hethe:: iss1:'Zc 
~ursua~t to Section l063 or 1063.5 of the 
?ublie Utilities Code, be hele to t~e same 
histo::ical st~nea:,es of se::vice :0 the ?ublie • 
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3. The Co~ission should es~blish require~nts 
for written contracts and related rules and 
regulations ?crtaining thereto, ~:d it should 
then co~el adherence to such re~uire~e~ts by 
all contract carriers, i:respcetive 0: co~ocity 
tr~nsportec or geog:aphical ~=ea served. 

4. '!he Co=iss ion should req\,.ire that ch.lnges in 
contr~et carrier rates be ~cc effeeti~e on no 
less public notice than tb4t required :or coc:on 
carrier rate changes. 

5. !he Coomission s'hould reG:uire :.:-.at i:s historic.al'· 
intc:,,?retations of Sections 452, 454, anc 455 0: 
:h~ ~blic Utilities Code ~ observed ~ith 
respect to coc:on carrier r~te c~~nges. It 
should not allow coomon carriers to eeet rates 

6. 

7 .. 

of contract carrier c~etitio~ without s?eei::'c 
sh~~ings ane findings as re~uired ~y su~h 
pro~isiot:.s .. 

!he Co~ission should require that contract 
c~rriers ~ho wish to incre~se or reduce rates 
be req~ired to s~bmit operational and cost 
jus:i:ic~:ions for such c~nses, bc~ri~g the 
burden 0: ?roving such rates re~so~blc i~ 
·the c~se of coc?laint~ O~ petitions for 
s~s?~nsion and investis~:ion. 

Tne Co~ission should defer the cancellation 
0: oinim~ r~:es for ap?rox~tely ~~o 1e~rs, 
or ~~.:il e~rriers ~~ve hac ~??roxi~:ely ~~o 
1e~rs' e~erience with individual or b~=~~u 
or ~$ent tariff filings as required by 
cer:~=icates issued pursuant to Section l06Z_5 
of the Public Utilities Code ~nc only after 
the future ao~lity of c~rricrs to eng~ge i~ 
collective r~te~king witbou: She~~ Act 
jeop~rcly ~~S been assured .. 
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8. !he Comoission should sc~a? its Tr~nsition 
Ta=iff concep~ since such a tariff will be 
~~necessary under It~ 7. 

9. The Com:ission should encourage a :~iendly 
test of the ~wfulness of its ?revailing 
wage concept and, if laW£~l, should make s~ch 
changes as will truly assure that all filed 
rates do, ~ fact, always reflect prevailing 
'.-lage levels. 

10. 
'. 

!he Comcis$ion should cake s~ch other acend
=~ts ~o or changes in its regulations as ~re 
necessa~ :0 ~scre eqcal coopetitive o?por-

~ ., • ,..~,... J: 
tun~ty cons~sten~ w.tc tae ~~nt~nce o~ a 
vi~ble coccon ca=rier syste: in tr2 State of 
~lifo=nia. Such eq~l eo:petitive o?,~r:~nity 
under a ca==ier-:ade rate enviro~e:t shculd 
be assu:ed :0 the s~=e extent t~t oini~ 
rates have ass~ed s~eh eq~l oP?ortunities 
histo:.ieally. 

(a) 

(b) 

Ex?and the :i~ncial ~fo~:ion 
rectuirc.d to b-e re?o:'ted to the 
Com=ission by hi;~~ay ca:-ricrs so 
that eo=petito~s would not r~ve 
to resort to discovery ?roeed~res 
to obtain f~:eial data pertinent 
:0 the s~~port or op?osi:ion of 
rate eh.:lnges. 

Cancel ~~lici:ed cross-suohauling 
a?proved in Decision ~o. 91347 i~ 
C~se No. l0278 4r.d lioi: sub~ulin; 
to carrie~s holein~ the s~=c type 
of operative ~utho=iey ~s the ove=
lyin~ e~r=i~r for ~hom :he s~bhzulins 
sc=v~cc is ?c~!o==~d~ 
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The economists offered ~y CTA, Martin F~rris, John Carter, 
Michael Boskin,and Garland Chow, expressed concern that free =arket 
rate com~etition may disadvantage co~~on carriers to ~~e extent 
such carriers are more constrained in their operations by regulation 
than other classes of carriers; While all a;reed ~~at any competitive 
regulatory program must recosnize the relative a~ility of common 
and contract carriers to compete, three of the !our had not reae 
Oecision No. 90354 and were thus not prepared to comment on the 
impacts of the program outlined therein. None had conducted or 
relied upon any study of the Cali!ornia tank truck industry, and 
wit~·the exception of Ch~, they were unf~~iliar with the·minimu= 
rate system. Chow provided the most comprehensive and specific 
testimony of the four economists offered by eTA, and appeared to 
have provided ~~e testimony upon which CTA's policy recommendations 
were based. In EXhi~it 65, Chow reached ~~e following conclusions: 

1. The conclusions reached ~y Or. Moore on 
regulation of motor carriers in Europe are 
based on faulty data or inaccurate correlation 
of data. 

2. The conclusions of ~r. Xoore that motor rates 
are lower in Canadian jurisdictions where 
such rates are not :e9ulated should ce 
~alified, inasmUCh as no consideration was 
~iven in the develop~ent of the ~asic data 
relied upon ~y Or. Moore to ~~e ei!!erent 
ch~racteristics of the traffic in each 
province. 
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•• 

• 

C.S436 OSH 244 et al. ALJ/ks 

3. The level of Qo~or carrier ra~es in any 
co~~ry, s~a~e, or o~her jurisdic~ion involves 
factors other than eeonocic regula~ion, such 
as social and political considera~ions. 

4. The Bruce A. 1 len s1:udy of t::lreg\:la~ed :rucking 
in Yew Jersey fails in i1:s ul~~te oojeetive 
of determining tile imp.ac~ of regulation 00. 
'Crocking. 

5. Wi~hout: a s'Cate=en~ of goals, ~~ere are no 
cri~eria for measuring and evalua'CL~g any 
chaD~es in regulatory :hanges t~a: are 
b~=e:~c~l :0 the public. 

6. Highway cOCmon ca::::iers will be a'C a cOQpe'Citive 
disadvantage against: less regulat:ed eOQpeti~ors 
under ~~e reregula~ion program adopted in 
Decision Yo. 90354. 

7. There is eross-subsidiza~ion of less ~ruekload 
traffic by ~rueklead traffic ~der :he present 
::c.inl.:llt::l rate s~rueture because of ~he canner 
in which joint cos~s are alloea~ed bee;..1een 
such classes of ~raffic. If each class of 
~raffic ret~ns the costs associa~ed with ~~~ 
class, there ·~ll be less cross-subsidization; 
thus, ~=uckload ra~es would ee~d 1:0 decrease 
and less truckload rates wo~ld tend 'Co increase. 
~ore competition will exist in the t~ckload 
area because propor:iona:ely f~~er capital 
goods are necessary to perfo~ t~~t t:y?e of 
t:ransportation as cOQpared to less tr~k-
load ~ranspor~ation. 

s. In general~ t~kload carriers e~~ibi~ :ewer 
of the charac~eris~ics 0: an ind~~rv which 
req~ires regulation than less :=uekloac 
carriers (TR 2893). 
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Farris, Soskin, ana Carter a9reee with Chow in SOce res~ts, 
but went further than Chow to s~pport competition in ~e ~tor carrier 
industry. These three favored a more'competitive regulatory environ
ment which affords motor carriers price ane service fle~i~ility 
essentially similar to ~~at advocated by ~~re and Cor~nt. Soskin 
cited several benefits of enhanced co~petition which parallel those 
referred to by Xoore and Conant. These include lower prices for 
shipping freight which in turn would lead to lower prices or lower 
costs of production, and transportation rates which core aecurately 
reflect route by route and item by ite: the actual cost of providing 
the- .transportation. " 

The representatives of ~~ree ~an~s operating in California 
fa~iliar with motor carrier finanCing were called by CTA. These 
representatives, Edward Eyre, John Frey, and John Jalonen, indicated 
that.~otor carriers obtain =05t of their financing ~'rouqh bank 
loans since there is no ready market for e;uity iss~es of most 
~oto ~. ~~ 1 .~. - A -~ t '. ~'l't ' -h .. \ r ca .. rlers. • •• ey a so lnl;Olca .. e ... ~a any :.ns .. a..,l. :. y :.n ... e 
incustr¥ which may result from regulatory changes uncer revi~w in 
this proceeding ~oulc cause lenders to ~ore closely scrutinize 
financi~g applications ana :ore closely ~onitor ongoing financial 
relationshies with California motor carriers. However, cone 0: the .. . 
oankers was f~iliar enough wi~h Oecision No. 9035' or the Coc:ission 
staff's :eco~endatior. to co~ent with r~arc to the specific i=pae~ 
0: these ~ossible chanaes on carrier financina. ~. . 

C~A's legislative ad~ocate, a former ae?~t1 cO=:issioner 
of the California Righway 2atro1, indicated that he ~elieves the 
Highway Patrol does not have s~ffieient personnel to periodically 
inspect all for-hire carrier trucking e~~i?cent ane that as a result, 
the maintenance ane safety of e~i?ment is larsely left to the 
individual carriers. ~his witness also e~ressed the oeinion that . -
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any reduction in carrier profitability would probably cause carriers 
to spend le~s on equipment maintenance and repairs, thus reducins 
the safe~y of carrier operations. 

CTA also prepared two exhibits, 2"-58 ana 244-59, whicb 
purport to show the relationship between transpor~tion costs and 
retail sellinq price for various consumer product~none of which are 
subject to this proceedins. The exhibits sho~ howeve~ that when 
only the cost of transportation of the described items from distribution 
points to the location of final sale is considered, transportation 
cos~s represent a relat~vely small percentase o~ the ?rod~ct price. 
The costs of transportins raw materials to the point o~ :anufacture 
and the finished, packased product to distribution points would 
i~crease this percentase. 

Carrier and Shi~oer Witnesses . 
Robert Hildreth appeared on behalf of AC~ T:ansportation 

(ACME) both in the ori9inal hearin9s and in the reopened hearinss. 
ACME is a tank truck carrier and has been in business in Cali~ornia 
over 40 years with yearly revenues of about $5 ~illion. Hildreth 
pointed out that tank truck transportation is a hiShly specializee 
b~siness re~~irins special e~uipment and special ~raining in order 
to meet req~ired safety staneards. He stated that shippers have 
indivieual re;uirements that vary wieely. ACME is pri~rily in the 
business of transporting co~~odities exe=pt fro= Co~ission 
minimum rate regulation. He testified ~~at s~ippers ane carriers 
have benefitted from the economy, flexibili~y, and responsiveness that 
rate exemption has allowed. There is ample co~pe~ition in this 
type of transportation anc the carriers involved have been stable and 
sound. The transportation of pet:ole~m has by contrast been 
subject to Co~~ission ~inimum :a~es ane the results,aceo:dins to 
Hildreth, :'ave been unfort~nate. Regulatory las in offsettins cos~ 
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inereases has severely eamaged earrier profits and inflexible 
tariffs have caused shippers to ship mueh of their produets by their 
own trucks in proprietary operations. In the original hearings 
ACME eX?ressed its concern that rate-exernpt transportation continue 
rate exempt, and that no tariffs be re~ired ~or ~~is transportation. 
ACME's principal regulated tank truek movemen~ is 9asoline whieh the 
company transports as a petrole~~ irregular route carrier under 
vol~e tender rateS at the ~inimum Rate Tariff 6-B (~ 6-B) level. 
!n the reopened hearings Hildreth objectee to that feature of the 
prQ9ram outlined in Deeision ~o. 9035' which would permit contract . ... .. 
carriers to raise or lower rates after the transition ?eriod on one 
day's notice. Hildreth thinks he could not compete as a ~troleum 
irregular route carrier without the s~~e freedom to change rates 
afforded petroleum' contract carriers. 

Hugh Cook testified on behalf of the Wine Institute • 
The Wine Institute was established in 1934 and is a trade association 
financed by California wineries. It is nonprofit and is composeG 
of 370 companies operating 382 bonded wineries. The me~ership of the 
Wine Institute accounts for approximately 71 percent of all wine 
produced in California. Wine Institute members ship 175 million 
gallons of wine, brandy, wine spirits, and grape concentrate each 
year in bulk between California points by for-hire carriers. That 
figure does not include the tonnage hauled by proprietary carriage. 
This transportation is presently exempt from minimum rate regulation. 
(See Item 41 in MR~ 2.) Wine Institute'S pri=ary concern in 
these proceedings is to make sure that this transportation continues 
exempt from minimum rates. Wine Institute me~ers have found that 
there is no substantial dis~arity between the :ates offeree dif~e:ent 
shippers, and ~~e rate levels which have e~ergee in this relatively 
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free market are acceptable to both Wine Institute members ana the 
public carriers. Most of the carriers used have been in business a 
substantial period of time and continue to seek out wine traf!ic 
because they fine the business profitable. Wine Institute's position 
is that wine is generally considered to be an agricultural commodity 
ane the present exemption is entirely consistent with the legislative 
mancate embodiee in Section 3661 of the Code which directs the Commission 
to adopt rate policies which will promote the freedom of =ovement 
of Agricultural products. To the knowledge of M%. Cook, all the 
parties involved in the transportation of bulk wine, be they shippers 
or carriers, are entirely satisfie~ with the present minimum rate 
exemption and transportation conditions. 

Ken Anderson appeared for Cherokee Freight Lines (Cherokee) 
which operates as a radial highway co~~on carrier and as a highway 
contract carrier throughout the State. Cherokee specializes in the 
transportation of bulk commodities bo~~ liquid and dry. Approx~tely 

aa percent of Cherokee's income is earned froc the transportation of 
exempt bulk li;uid commodities. A substantial portion of ~~is is 
earned from the transportation of bulK wine and winery products. 
Cherokee is the largest hauler of bulk wine products in Cali:ornia. 
Cherokee's position in these proceedings, which parall~ls that of 
Wine Institute, is that those commodities are now exempt ~ro= =in~=~ 
rate regulation anc should rem4in exempt uneer any reregulation pla~. 

Mr. Roland Ernst, president 0: Oilfielcs ~ruckin~ Co~pany 
(Oilfields), testified on ~eh3lf of his eocpany. Oilfields operates 
pursuant to a California intrastate petroleum irresular route cer
tificate and a radial highway common carrier permit and also uncer 
interstate and foreign eo~~erce subject to certificates fro~ the 
Interstate Co~~erce Co~~ission. :t clai=.s to have the largest 
California intrastate tank truck revenues of any petroleum carrie: 
in California. It transports various types of ~etroleu: ?roducts in 
California, Arizona, and crtah. All service is performed in tan~ 
vehicles and 90 percent of the gross revenues are from california 

• intrastate operations. This transportation is generally under a 
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tariff filed by Western Motor Tariff Bureau, Inc. ana at rates 
substantially the same as ~ 6-B. About 9 percent of Oilfiele's 
transportation is performed under its r~dial highway common carrier 
permit and consists of trans?Ortation of bulk commodities exempt 
from Commission minimum rates. Oilfields e~ects to continue this 
exempt transportation under a highway contract carrier permit granted 
pursuant to SB 860. Oilfields is a union carrier and is 
unable under its present contracts to achieve any flexibility in its 
labor costs. Oilfields' position is that if ~~e Co:mission undertakes 
to 'abandon rate re;ulatlon as proposed by ~e staff, Oilfields will 
have no alternative but to suspend ~e renewal of its vol~e tender 
a9reements which represent approxi~tely two-thirds of its traffic. 
It claims this would result in layoffs of personnel. The result, 
according to Oilfields, would be ~~e purchase of equipment from 
union carriers by one-truck operators who would then undertake and 
perform one-truck service or lease their equipment to nonunion 
carriers. 

Mr. Arvel G. Batchelor, president, appeared for Allyn 
Transportation Company (Allyn). Allyn is pri~rily a California 
carrier operating pursuant to a petroleum irregular ro~te certificate 
and radial highway common carrier and contract carrier per~its. In 
1977 its 9ross reven~e was $$,800,000, 89 ~ercent 0: which was int:a
state California. I~ operates a diversified tr~ck fleet consisting 
of tank vehicles of all varieties, hi~h cube bulk ho~?ers, and flat
beds. Wi~~ the exception of all mAnagement employees,. all e~ployees 
are covered by union contracts. Eleven percent of its revenues co~e 
from. in~erstate serviee ane Nevada intrastate, 20 percent of its 
revenues are from ~etroleum tank truck operations, and 30 ~ercent 
from California exempt tank tr~ek operations. The re~inder repre-
sentz hopper and flat~ed trans?Ortaeion. Allyn is a specialized 
cattier prov~din9 s?ec~alized services to i~s ~~~~ shi~pers. :~ 
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hazardous materials handling_ Allyn supports the Commission sta!f·s 
~roposal for earrier-made rates on petroleum prod~ets, and the eon
tinuation of rate exemptions on currently exempt commodities. It 
does, however, have four concerns about such a ~r09ram. Zhese are: 
(1) expense of the carriers for individually developing costs and 
rates traditionally covered by minimum rates; (2) the cost of preparing 
and publishing the individual tariffs and revisions thereof~ (3) the 
ability of the Commission staff to determine if the carrier-filed 
rate is reasonable sine~ potential protesting earriers will not, 
except at prohibitive expense, have the abili~y to monitor new 
fil~ngs~ and (4) the abtlity of the Co~~ission staff to determine 
those carriers lesitimately ensaged in contract carriase. Allyn is 
concerned that if presently rate-exe~pt co~~oeities transportation 
becomes rate resulated due to the fact that it cannot be defended as 
contract carriage, the re~uired co~~on carrier tariff filings would 
be risid and unresponsive to shipp~r and carrier neees. This could 
result in a diversion ?f,present traffic to proprietary carriage 
because the high degree of equi~ment utilization and oper~tional 
flexibility would be lost. In su~ry, Allyn is in !avor of the 
status quo for rate-exempt li~uid co~~odities transportation and 
supports the Commission sta!f ?ro~sal for carrier-mace rates on 
petroleum products on the basis of a gradual?hase-o~t.of ~ini~u~ rates. 

Mr. Edwarc O~o appeared on behalf of Shell, a co=pany 
which is a well-known manufacturer anc :arkete: of petrole~ ar.e 
che~ical products throughout the Unitec States with significant 
inVOlvement in California. Shell supports continued transportation 
safety regulation but does not support continued rate regulation. 
Shell believes ~~at the easing of economic control over ~oto: carrier 
transportation with eventual decontrol would assist both shippers a~e 
earriers in providing safe ane efficient transportation service, with 
prices reflecting true cost and providing suf!icient return on invest
~ent to attract new capital. Shell believes that the present syste~ 
of minimum rate regulation in California is co~?lex, inef!ieient, 

-30-



e 

e. 

C.S436 OSH 244 et al. AtJ/ks 

anticompetitive, and in ~y instances, results in rates which are 
too high. The present minimu..-u rate system denies carr,iers the right 
to establish rates based on ~~eir own costs reflecting their operating 
efficiencies. Based on Shell's experience in shipping throughout the 
country, ~~e most e!ficient rate syste~ are those incor~oratin9 a 
minimum of regulation and providing for negotiation between carriers 
and shippers. Shell proposes that ~~e California intrastate rate 
regulation be patterned initially after the ICC system in order to 
bring California's transportation policy more closely in line with that 
of other states. It would provide an organized policy ~or encouraging 
industry-established rates within California and serve as a preliminary 
st~p toward complete eq9nomic decontrol. 

. . 
Michael Harva~~ ~ppeared for Hunt-Wesson Foods, Inc. 

(Hunt-Wesson). Witness Harvath is traffic manager, motor carriers, for 
Hunt-Wesson. Hunt-Wesson is a major purchaser, ~nufacturer, and 
refiner of vegetable oils. It also manufactures vinegar and 
ships oils and vinegar in bulk by for-hire carriers. Other co~odi
ties they ship in bulk are caustic soda and to~to paste. All four 
of ~~ese comluodities are exempt fro.m minim!.!::! r'ate reg!.!lation. Eunt
Wesson urges the Co~~ission to aceept the staff proposal concerning 
the continuation of all presently rate-exempt co~odities. 

Mr. S~~ Miles (Miles) ~resented some rebuttal testimony on 
behal~ of 17 carriers that transpo:t bulk li~uids in tank vehicles. 
These 17 carriers include two highway co~~on carriers of petroleu= 
products, eight petroleum eontract carriers, fo!.!r carriers of milk 
and related dairy products, two transporters of liquid fertilizer 
solutions, and one carrier of fruit juices in bulk. In 197i thei: 
eombined revenues totalee over S27 ~illion, ~ostly :ro~ the operations 
described above. Miles eonte~ded that the staff proposals, which he 
believes are designed to ?:ovide ~ore opport!.!nities ~or truckers to 
have control over the rate strueture and the Co~ission to have less 
control, :ay have just the o?posite ef~ect. ~e Oelieves that will 
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come about because the Commission will have tne power to investigate 
and suspend the rates of an increased number of common carriers 
(i.e., the new common carriers resultins from options under sa S?O) 
and all contract carriers transporting commodities that are not 
exe~pt. Heretofore, those carriers, radial highway common carriers 
and contract carriers, were only required to abide by Qinimum rates. 
He stated that under ~~e present program all parties know what ~~e 
rateS are, or at least wh~t the floor is, because of the minimum rate 
tariffs~ but under the staff proposals, the Commission in an investi
gation and suspension proceeding will eventu~lly set the eXAct 
rate by which one carrier alone ~ust abide. Miles stated that the 
staff's position that a rate is reasonable if it is not lower than . ,. .. 
the carrier's cost of performing the service and not higher than 
the value of service to the shipper is not a valid concept for 
truckload transportation because the "value of service" theory is 
inappropriate for the setting of truckload rates. The concept :ay 
have been valid during the days of monopoly railroads but now shi~pers 
will not pay exorbitant rates, even though the value of the service 
~i9ht exist, because they can buy and operate their own equipment. 
He believes there is only one method for deter~inin9 the reason
abl~ness of a truckloae rate, and that is to co:pute a particular 
carrier's actual costs for performing a ser'lice and ade a reasonable 
amount for profit. If one tries to add any other factors to the 
process, Miles thlnks an artificial rate level is produced that ~y 
be tOO low for the carrier to maKe a decent profit or, just as bae, 
one that allows too much profit. Shippers with an ad~uate volume 
of freight will buy their own trucks and do their own haulins before 
they will let the trucker make an exorbitant profit. Miles points 
out that in the past, rates have been bOttomee on minimum rate 
tariffs; whereas, under the staff's proposal, the day would come 
when the transition period has ended and each carrie: tariff would 
be based on individual requirements. Miles said that the in'lesti
gation and suspension proceeure might be requested of the 
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Commission ev~ry time a carrier believes that a competitor is 
abo~t to publish a rat~ that may hurt the complaining carrier'z 
operation, and it is possible that the staff workload, compared to 
present, wo~le be increased sinee they might have to review =any 
complaints and deter~ine, not j~st a minim~~ rate, but w~at is a just 
and reasonable rate. 

Sob Justice testified on behalf of Erickson Trucking, Inc. 
(Erickson). Eriekson holds a petroleum contract carrier per.=it and 
has converted its radial highway contract pei~it to a highway common 
carrier a~thority. It engages exclusively in vacu~ truck operations. 
Most of its operations are on private property, which is exempt from .. 
regulation. The balance of its work is subject to MRT 13. Justiee 
indicated that EriCKson's nonexe~pt operations are pri~rily for the 
general public and should be conducted under co~~on carrier authority. 
He felt that the rigorous tariff filing requirements and possible 
delays in obtaining rate increases would ~ke it difficult to o~rate 
as a·eo~~on carrier. ~o remedy this the carrier (with others) sought 
legislation (SB 621) to remove the restrietions placed on the vacu~ 
truck industry. That bill would have creAted a sin9le class of 
carrier that would hav~ contract carrier status. SB 621 w~s ~assee 
by the Legislature but vetoed ~y the Governor. Justice stated ~~t 
absent the relief sousht in sa 621, Erickson wo~ld opt to operate as 
a contract carrier in oreer to have the ~reedom proviced the contract 
carrie: as opposed to a co~on carrier op~ration. 

?hilip ~. Deckard appeared on oehal! of Dedicatee Trans?Ort, 
Inc. (Dedicated) which operates statewide as a ?etroleu~ contrAct 
earrier. Dedicated has a favorable o?erating ratio (S7) at the ?r~sent 
time because its nonunion stAtus permits it to enjoy lower labor costs 
than many union carriers. The rates now assessed by Dedicated are 
those in MRT 6-S. Deeicated favors the rer~ulation plan aeo?ted in 
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Decision NO. 90354 bec~~se it believes it wo~ld create a distinct 
competitive advantage for it in view o~ its generally lower labor 
costs. Deckard pOinted o~t thAt. labor costs comprise more than 
60 percent of total operatin9 costs. He indicated that it wo~ld 
avoid common carrier status. 

Fredericksen Tank Lines, Inc. (1redericksen) appeare4 by 

way of t. D. Robinson. Fredericksen operates as A PIR in California 
and transports petroleuc prod~cts as a common carrier within Nevada 
and between Nevada and California. Approxi~tely three-~uarters of 
its earningz are from its California intrastate operations. 
Fredericksen employs Te~sters drivers. It primarily transports 
gasoline ~nd di~sel fuel ~nder vol~~e tender rates. According to 
Robinson, volume tender rates are low eompared to the point-to-point 
rates on the same co~odities. Robinson believes the pr09r~ outlined 
in Deeision No. 90354 will place it at a tre=endous disadvantage as 
contract earriers will have ~ore rate flexibility. COntraet 
carriers asserteely will be able to undereut it adversely affecting 
the company's already ~rsinal profit pieture. Robinson believes 
~~~t contr~ct earriers would propose rates for volume teneers for larse 
shippers that would oe oelow the level 0: Frederieksen's operating 
expenses. Not only wo~le crederieksen lose sueh volu=e teneers, it 
also would lose the more pro:itaole point-to-point traffic. Rooinson 
stated that its eX?erience shows that Shippers ee~nd the l~Nest rates 
available, ane that onee traffic is lost to a earrier offering a l~Ner 
rate it is seleom regainee. ~he eomplaint procedure adoptee on the 
reres~l~tion ?l~n assertedly proviees no remedy to a complainin~ 
carrier onee the traffie is lost • 
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Cleo Evans appear~ for Evans Tank Lines, Inc. (Evans) in 
both the original ane reopened hearings. Evans operates as a PIR 
ane as a highway common carrier for petrole~ proeucts, ane as a 
highway contract carrier for the transportation of general 
commodities. It has recently acquired an a9r~cultural carrier 
permit. The carrier's employees are subject to union labor 
agreements. All of its business is perfor~ee as a co~~on carrier. 
Because the carrier is subject to Te~~ters labor contracts, it does 
not expect to be able to compete with carriers having lower la~r 
costs. tabor ane payroll costs comprise ~ore than 65 ?ercent of 
its'total operating COSts. The contract carrier's ability to 
file rate reductions on a one day's notice asserteely prevents co~on 
carriers ::o~ attempting to block reductions ~~e common carrier 
believes are below cost. Complaint proeedures do not provide an 
aeequate re~edy as a contract carrier ~y chan~e its rates several 
times b~fore the complaint is decidee. 

A. J. Eyraud offered testimony on behalf of Asbury System. 
Asbury Syste~ is the parent co~pany of Asbury Transportation, Asbury 
Contractors, and Asbury Freight Lines. As~ury Syste: and Asbury 
Transportation operate California tank line services. Asbury 
System and Asbury Transportation shut down southern Cali!ornia tan~ 
truck operations in early 1977 and at that ti~e the Asbury co:panies 
firee more than 100 employees allegedly because 0: the pros?ect 

that the Commission ~ight cancel ~ini~u~ :ates. ~he record is not 
clear as to the extent that use 0: subhaulers has been substituted 
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for employed drivers. A for~l application was filed to chan~e 
operations from that of a FIR to petroleum contract carrier opera
tions.lI Eyraud believes that the ~ini~um rates are too low ane that 
shippers will not pay in excess of minimum rates. The Asb~ry co=panies 
are subject to union eontraets. It is the view of Eyraue that, as 
the larsest petroleum carrie: in the State, it cannot continue to pay 
union wages and compete with nonunion carriers. According to 
Eyraue, ~~e Asbury petrole~ operations were be9un in 1922 before 
regulation. While the initiation of operations preceeed ~inimu= 
rates, existence of mini~um rates influenced the As~ury 90mpanies to 
expand co~~on carrier petroleum tank truck operations. Eyrau4 
asserted that the reregulation program outlined in Decision No. 90354 

will not prOMote more efficient utilization of e~uipment, ane will 
reduce safety of operations. Although the prosr~ will increase 
price competition, Eyraud !elt it will also create an advantage 
for nonunion carriers that enjoy lowe: costs than union carriers. 
The witness believes the reregulation should be abandoned and ehe 
minimum rates s.hould be retainee. 

2/ Oecision No. 86177 dated July 27, 1976 in Application No. 55762 
au:~ori:ed Asbury Transportation to suspend its petrole~ eom=on 
carrier's operating aue~ority. The period 0: suspension 
extended by Decision ~o. e7673 of August 2, 1977, expired on 
Oece~b~r 3l, 1977 • 
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I>iseussion 
The evidenc:e of rec:ord in this proceeding compels regulatory 

reform. The e'V'idenc:e in support of continued min:tmt.:m rate regulation 
of tank and vacuum truck transportation pales in c~arison to the 
legitimate crieicism of ehis regulatory system. While the industry 
and California may hzve prospered under min~ rate regulation, 
one may legiticately question whether it is more accurate to say 
both have Simply endured it. In the reopened hearings in this 
proceeding even etA appears to have conceded the necessity for 
regulatory change in this segment of the industry. In its reply 
brief filed in the reopened phase etA stated: . ." -

"At no place within the direct test:U=nY of any 
wieness sponsored by etA was there any defense 
of the present mini::ru:m rate progra::.. C'IA is 
fully aware of the Commission's inte'!lt to 
disoantle the cYrrent systec of min~ rate 
regulation, and is attempting to ~ssist the 
Commission in replacing min~ rates with a 
Viable alter:ative." 
The ~eed for Regula.tory Refor:: 
General economic conditions and the motor transportation 

industry have changed considerably over the past 40 years. 
Inexplicably, hO'oNever, ~r manner of rego.:lating the industry has 
remained baSically unchanged. !he complex nature of the industry 
and rapid inflation have co:bined to preclude develo~t of the 
detailed cost and rate studies anticipated when the min~ ra~e 
program was adopted in 1938. 

The res ore to cost offset ~ethodologies was a convenient 
and innovative approach to main~aining the viabiliey of the syse~, 
but was never intended to replace, and has never been a satisfactory 
alternative to full scale studies~ Absent such studies we ~e be~ 
unable to es'Cablish rates with any re.alassu::'ance that ccr rate:l.1.ki:lg 
has reflected the aceual characteristics of the indcstry. 
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A more critical flaw in our l::lplemen1:a.tiou of the min:tmc:n 
rate program has been our inability to establish adequate efficiency 
standards for selecting study carriers. Ou= original objective in 
establishing min~ rates ~as only to end destructive rate cutting 
thereby leaving carriers the responsibility and freed~ to dete:mine 
their precise rates on the basis of their own individual operations. 
It was anticipated that this goal could be achieved by predicating 
min~ rates upon the costs of ca.rriers =ost efficiently trans-
porting the particular cccmodities in question. All other carriers 
would then be compelled to price the majority of their services 
socewhat higher tb..a.u the··established mini:ut:t, as their own operations 
and the service requirements of their shippers warranted. In theory, 
heal~ price a~d service cocpetition would occur above min~ levels. 
The theory underlying the program. m;J.y have been sound, but our inabili'ty 
to develop an adequate means to identify the effici~t carriers 
critical to the tmplecentation of the progr~ has distorted its entire 
effect. Rates intended as min~ have become in actuality going 
rates. Although the system was intended to interpose regulation only 
to end destructive rate competition it has in practice el~inated 
nearly all such competition. 

Inaividual variations in costs, operating conditions, 
traffic flow,and productivity a.re lost in the averagL~g process by 
which mi:l.1:cum rates are developed. If the 'Q.in~= rates were at 
true mini.=u:ll levels, the QP?Qreunity ':Jould exist for car.:iers to 
refleet their actual operating conditions in their individual rates. 
!he generally high level of the =tn~ rates has)howeve~ restricted 
the opportunity for such carrier sensitive ratecaking. Carriers ~y 
still freely assess e~~rges in excess of the min~ where eire~tances 
warrant, but the high level 0: the min~ ~~s greatly reduced the 
need for upw~rd adjus~ents and greatly increased the need for rate 
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reductions.. In order to reduce rates to reflect favorable operating 
conditions carriers must eX?end considerable time and money to apply 
for specific Commission authority under Section 3666 or 452.. MOst 
carriers do not find this procedure to be cost-effective and conse
quently rarely apply.. As a result, important ratemaking factors 
requiring the exercise of managerial discretion rarely receive 
consideration.. '!he syste:n, intended to be dynamic and responsive 
has become rigid and outmoded .. 

Due to a combiaation of these factors the min~ rate 
levels have become excessive. '!he mere fact that: they are going 
rate~ in most instances -confir.os the fact that they are excessive. 
We have recognized thee as going rates in ~ractice 4nd have regularly 
increased them to reflect increased costs without any analysis of 
whether such costs could be recovered by way of independent carrier 
rate adjustments above the min~.. This practice has corn~ded the 
proble:l.. Excessive rates not only mean higher costs to shippers, but 

also added costs to consumers who ult~tely purchase the products 
transported. 

The generally high level of the mi:1i:::rt::: rates has been a 
problem of continuing concern to the Com:::ission. W'e have long been 
aware that fairly $~bstantial volu:es of freight ~e at less than 
mi:1~ rail alternative rates under Sectio~ 3663, and by owner
operator subhaulers who generally receive suostaneially less :ha: 

min~um raees froc prime carriers and eransporeation brokers. At the 
same t~e, innovative carriers with lower costs ~nd higher proeucei
vi:y have be~ deterred free offering lower rates by the expensive 
and time-consu:ing procedures required to obtain the authori:y 
necessary to deviate froc min~ rates. ~either the fortuit~ 
presence of a rail spur, nor the i.."lte~osition ,of a broker be:ween 
shi?~er and carrier has any direct relation :0 the c~s:s of 
perfor.=ing che service, yet these are the factors which r~e been :cst 
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influential in ~he receipt of less ~h~n minimum charges by c~rriers 
under present regul~tion. Ironically, the high lev~l of minimum 
rates has incre~sed the oppor~uni~ies for ra~e discrimination and 
carrier exploitation while discouraging the establishment of legi:~te 
cost justified r~te differentials. 

Economic an.llysis introduced. into this proceedi!'\g sugges~s 
that the minimum rate progr~~ has produced excess service competition 
and contribu~ed to excess trucking capacity in the State. ] 

Since carriers c~nnot legally charge rates bel~~ ~he ~in~~) 
and since the min~urn rates ~ve become the going rates in most 
instances, price co~petition in the industry ~~S been severely 
restricted. Since minim~~ rate enforcement ·prevents carriers fro~ 
attrActing new business by offering. reduced rates, carriers have 
competed by offering better service. If the higher costs of offering 
such service were passed on only t~·those shippers desiring the added 
service, no probl~ would exist " .. The evidence inaicates, however, that 

rates charged for motor ~rans?ortation service in California are not 
service sensitive. With few exceptions shippcrs are charged :he 
minimum rate regardless of :he level of service required or received. 
Thus, ~he burdens of this form of c~petition are borne by all 
shippers in the fo~ of generally higher.ra~es. 

High rates and relatively easy entry standards in:o thc 
trucking business in california have probably contributed to the 
excess trucking c~p~city in the S~ate. Relatively high ra~es in 
relation to carrier costs attract new ~ntr~nts with the illusion of 
assured profits. Each new entrant contributes further to the 
existing excess capacity and £~rther dilutes the available traffic, 
reducing load factors, increasing costs, intenSifying expensive 
service competition, and lowerino profit margins for the industry 
as a whole • 
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It is our conclusion, based upon the exte:"lsive evidentiary 
record in this proceeding,. that :nin1:autl rate regulation is no longer 
in the public interest and should be abolished. It is our belief 
that carriers, as businessmen, could better serve the overall public 
interest if they could negotiate with shippers and sub=it their rates 
for our approval. In this manner cost justified rate differentials 
and rate innovations, such as peakload pricing and directional rates, 
would be encouraged instead of discouraged. Efficiency and produc
tivity would also be encouraged through the opporeunity to cocpete 
on a price basis as well as on the basis of service. Experience wit~ .. .. 
rate "competitive :notor transportation both in this COt:lt:y a:ld abroad 
appears favorable. There is no reason to believe Califo:nia tank 

truck carriers would not continue to prosper under such a liberalized 
system of regulation. 

Cocmission Authority to Cancel Min~ Rates 
!he California Supreme Court recently addressed the question 

of whether the Commission is re~uired by law to establish and ~intai: 
mini.::Nm rates for trucking services. I:l. California Truckinsz Asso<:iation 
v Public Utilities Comcission (1977) 19 C 3d 240, s~1>ra, the Cou.-e 
said, and very clearly, that the Coccission need not set any rates at 
all under Section 36Q2. 

"California Trucking appears to concede thae under 
the provisions of Section 3662, the c~ission 
is vested with the discretion :0 dete~ine wheeher 
or not to establish =l.:l.lmC1 rates to be c:-..arged by 
highway permit carriers. Since the section provides 
that the commission may set either :ax~ or ~~ 
rates, it cannot be said t~t it ~dates tEe coc=ission 
to set =in~ rates under all circUQSt~ces.10/ 

"1&7 Nor can ~t oe argueo tnat tae ?rov~s~on requ~res 
~he setting of max~ rates where :~~ ~ates are 
inappropriate. The th--ust 0: the see:ion is to allow 
the Commission to set eithe~ type o~ rate, or no rate 
at all." (19 C 3d 245) 
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In reaching its decision, the Court also considered the effect of 
Publie Utilities Code Section 726. 

"In our view of the Co:missiotl r s construction of 
Section 126 is correct.. The provision that the 
Co=:ission shall fix 'as' the min~ rate the 
lowest of the l~~ful rates implies the standard 
by which m1n1:m.mt rates are to be determined . 
rather than the requirements that such rates 
be set." (19 C 3d 247) 
Thus, no additional sta1:Utory authority is required for 

the Co=missiotl to exercise its discretion to cancel MRXs 6-3 and 13. 
Antitrust Considerations anc Rate Berea~s 
!he Co:mnission .. has been mandated by the Califo~ia S~re::le 

Court to consider the antitrust ~plications of its regulatory 
activities. (Northern California Power A~e.cy v PUC (1971) 5 C 3d 370.) 

c:r:A has ::l.a.i..~tai:1ed that if the Cox:cission adopts a 
reregulation progr~ which encompasses carrier-oade rates, carriers 
may face peril under the federal antitrust laws if they attecpt to 
engage in gr~ ratemaking. 

Under the :in~ rate syste= both perzitted and eomcon 
carriers enjoyed antitrust protection provided by the state action 
exemption found in Parker v Brown (1943) 317 US 341.. Although 
the ex~ent of that protection may be debated in light of more recent 
deCiSions, Cantor v Detroit Edison Co. (1976) 428 US 579; 
Goldfarb v Vir~inia State Bel::- (1975) 421 US 773; Rice v Alcoholic 
Beverage Control A~~eals Boare (1978) 21 C 3e 431, ~here is little 
question that individual ca.rrier ra.te :iling in lieu of unifo:t:l ::lini:nu:n 
r~te regulation will increase the potential for co=?etitioe ir. the 
incustry notwithstaneins questions conerning antitrust immunity. The. 
purpose of out antitrust laws is to ~reserve and ?ro:note competition. 

"The She::nan Act was designed to be a. eocpre
hensive eh.a.rte::- of econooic: l'iber:y a.bed at 
preserving free and unfettered cOQpeeition as 
the rule of trade. It rests on the pre=ise that 
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the unrestra1ned interaetion of competitive 
forces will yield the best allocation of our 
economic resources 7 the lowest prices 7 the 
highest quality and the greatest: material 
progress 7 while at the same time providing 
environment conducive to the prese%V4tion of 
our democr3tic political and social institutions. 
But even were that precise open to question ••• " 
(Northern Pacific Railway Co. v United States 
(!9SS) 356 OS I, 4-5.) 

!he action we have taken will enhance cor::t{)etition, and thus is 

entirely consis:ent with the principles and pu.~oses of national 
and state laws and policies intended to di$e~age antieompetitive 
conduct. 

.. 
We have not, however7 embraced coopetition without reser

vation. 'the plan we have adopted is a progr3:l. of reregulat:ion, not 
deregulation. We rec~1%e the for-hire ~otor transportation 
industry as a regulated industry under California law and .a.eknO'N'l-
edge our responsibility to regulate rates. We have given coc.sideratio:l 
to antitrust issues in this proceeding and will give fall consideration 
to the related issues current:ly before the Coczission in Case No. 10368, 
our generic investigation into collective ratemaking. Until we have 

reached a decision in case No. 10268 7 cac::non carriers will contin~ 
to be allowed to engage in collective rateoaking through burea~ 
approved under PUblic Utilities Code Sect:1on 496. carriers chos~ 
to do so should~ hO"w'ever, recognize ~he significant legal Clcertainty 
surrounding the effec~ of Section 496 ap?roval on potential federal 
antitrust liability. Carriers who have not already done so should 
obtain the advice of legal counsel prior to engaging ~ collective 
ratemaking. 
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Comoe~itive Eauality among Carriers 
CIA's pr~ry concern in the reopened he4rings was with 

the issue of competitive e~liey among carrier classes. CIA 

alleged ~hat: the regulatory program outlined in Decision No. 90354 
would create so significant a cocpetitive advantage for contract 
carriers that common carriers ",.;ould be totally incapable of cocpeting. 
This, according to CIA, is the consequence of the Cocmiss1on's not 
appreciating the effect of comcon ca::iers bei:l.g regulated as public 
utilities under the Public Utilities Act (PUblic Utilities CoOe 
Sections 201-2115) while contract carriers are not so regulated. 
To compensate,CIA proposed that a n~er of additional restrictions 
be ~osed on contract c~rriers~ CIA's specific recom=endations 
are discussed later in this opinion. 

The Commission staff took the poSition that toeally unifor.n 

regulation is neither re~ired nor, in light of the differences in 
c:oc::o.on and cont:act carrier operations, desira:'le. S'Q.:: :~eot:::lenc!e<!, 

hOW'ever, that we ensure relative competitive equality beeween ear.:ier 
classes in light of existing differences in regulation. With these 
considerations in ~ind, staff su?po:ted the program outl~ed in 

Decision No. 90354 with the sole exception of the notice period for 
contract carrier rate cha:ges after the transition pe~~od. S~ff 

recom::nended that we adopt the progra: o'.:tlineo i:l Decision ~o. 90354 

~i~h the following modification: Any rate change by a contract ca.-rier 
which resul~s i~ a charge lower t~~ his existing rate and lower t~ 
highway car:ier co~peti~o:s' :ates ~ust be !ilee with the Co==iss~on 
on 30 day~notice. Th1s, in the staff's opinio~wil1 el~inate any 
potential cocpeeitive disparity berween c~on and contract carriers. 

W'e share the concer.:l 0: r::r-.A ane sta:: with :'es?e<:t to 
coc?eeitive equality. In moving to refo:: motor c.a.r:-ier regt!lation 
we have attempted to, and will conei:u:e to atte:lpt to, ~ualize the 
cocpetitive opportunity of all highway carriers in Cali:or.:lia~ 
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We do not, however, find ~'s arguments concerning the end3ngered 
common carrier species convincing. etA has correctly identified a 
number of regulatory distinctions which are the result of cocmon 
carriers being regulated a.s public utilities, bu~ i~ has conveniently 
overlooked the signi:icant operational benefits coccon carrier 
status brings. Highway cocmon carriers and PIRs :tay solicit .md 
serve any me:nber of the general public without li::1itation. Contract 
carriers in contrast may only serve a li::1ited n'U:Clber of shippers 
with which they must have a continuing contractual relationshi? 
In our opinion this operational restriction on contract c3rriers 
is far more severe ~han ~y com=on carrier obliga~ion or inconvenience 
cited by c:tA. 

CIA expressed particular concern with respec~ ~o the 
service obligation of common c3rriers. It argued that c~on carriers 
are required by law to ~~ul ~profitable shipments and se:ve 
unprofitable routes. The losses incurred on this undesirable 
traffic: it c:laimed will prevent co=on carriers :rom competing 
with c:ontr3ct carriers for good profitable freight. In any business 
enterprise ~he opportuni~y for 1'ro:it is acc:aopanied by the risk of 
loss. This is as true of contract carriers as it is of com=o~ carriers. 
Carriers of both classes ~y operate unprofitably from t~e to tice, 
but neither is required ~o do so. !he Cocoission has never required 
any. trucker, co::con or contract, to haul any freight at a loss .md will 
not do so under the refor.n progra: adopted in this decision. Al~hough 

common carriers are obligated to provide servic:e in accordance wi~h 
~heir certificates and tariffs, the obligation is voluntarily under
taken by all carriers seeking common carrie: :ights. Carriers u:o.dertake 
these obligations by application to the Coc:ission and ~y be relieved 
of them in the s.a.me :nanner. 

In designing the regulatory ?rogra= outlinee in Decizion 
~o. 90354 we attempted to recognize and acco~t for the differ~ces 
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between comm.on and contract carrier operations. We are persuaded 
however that the program adopted herein should be modified as 
suggested by the staff. With this modificatioe all rate reduc:ions 
of competitive significance will be publicly noticed and an adequate 
oppor~ity to protest provided to all shippers and carriers. 

Labor Costs 
Teamsters and a number of union car.::'iers opposed eli:lination 

of mini::turn rates on the ground that rate co:r;>etition will have an 
adverse effect on ~ion co:rpanies and union ::tet1bership,. They argued 
that,the price paid for such items as truck tractors and trailers, 
tires, oil, maintenance, 4ud fuel does not vary significantly from 
carrier to carrier and concluded that any price competition must 
therefore coce at the expense of labor. 

Even if coses other than 14bor costs do not vary significantly 
f:om carrier to car=ier, it does not foll~N ~~~ cc=?etitioe ~ill 
occ~r at the exp~se of labor. Variations L~ carrier operat~g 
efficiency provide opportunities for savings and for rate competition 
at least as significant as variations in direct ca=rier costs. 
We recognize, however, that =i..~i::I.::::l rates have been based ,..-pon t:n1o:l 
labor costs and that the trucking industry has operated under this 
systeo for forty years. In order to avoid dis~~tions in the labor 
market a~d to encourage competition on the basis of operational 
efficiency, we ~ill require that all rates established under the 
progra: adopted herein re:lect the prevailing wage as rec~tly defined 
in Decision No. 91265. 

Rate-Ex~~t ~odities 

Selected co:modities a~d transpo~ticn have been e~e:?t 
frOQ min~um rate regulation either because of inherent d!fficulties 
in deterzi~ing proper ~L~~ rates, or because of the legisla.:ive 

. 
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requirement of Section 366l that t:he freedom of movement of the 
products of agriculture should be promoted. These ex~t:ions from 
rate regulation have been reflected in Coccission ~in~ rate tariffs 
(See e.g .. , Decision No .. 80134).. eTA has contended that eur:'ent: 
ex~pt:ions are from ~in~ rates, and that as a conse~ence there 
ean be no execptions if there are no ~in~ rates .. 

Mueh of the transport:ation perfor.:led by tank and vacute. 
trueks is exempt fro~ rate regulation.. Rates for this transpcreation 
are eocpetitively set by individual ear::iers and 'h.a've been set in 
this ~nner for years.. There is no evidence of predatory prieing, 
exce.s.sive business failw:.es, indust::, instability, or unreliable 
servic:e in these seg:lents of the truc:k1:lg i:"dust::y.. On the eont:-ary, 
both shippers and carriers have expressed near unanioous satisfaction 
with rates ~nd service and have actively opposed any ehange in their 
present eXe:lpt status. The t:est:~ony of those inv.o1ved in eXe:lpt 
transportation provides clear and convinc~g evidenee that economic: 
regulation is not necessary for stability or ~:ket?lace or~er in 
this segment of the industry.. Cor::::1odities transported in bulk by 
tank and vac~~ tank vehicles prese:t1y ex~pt froc rate regulation 
by the provisions of MRTs 2, 6-t,and 13 should reoain ex~t. 

Safetv 
Several earriers expressed the belie: that eompe~ition will 

erode carrier profits to the e~en~ that carriers ~il1 be unable or 
unwilling to Qaintain and operate ~heir equipoen~ in a safe ~~e=_ 

these witnesses ~e overlooked :he dis:~~e~ion beeween 
economic: regulation and safety regulation.. Economie regulati0:2. is 
not a very effective means of insuring safety. The :i:li::t:n ra.te syste:::l 
does not insure profits any more than they ·4ill be insured under the 
eocpetitive prog:-am ad~ted he:ein. Moreove:, even if p:ofits we:-e 
guaranteed the:-e would be no assurance tha: ea:=iers would s~~nd an 
appropr ia ':e a:Ot::l.t on ::la.lnten.a..."'lce.. !'he ince:l.tive to ski::1? on =.inte:Lance 
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and safety to increase sho~-term profits exis~s today and will 
exis~ -under any conceivable form of regulation. Safety regulations 
are the appropria.te means to insure safety. Existing safety 
regulations are ~forced in California by the California Highway 
Patrol and will continue to be enforced in the future as they have 
in the past. If proolems With carrier safety exist: or develop, 
~hey should be addressed through well-constructed, well-enforced 
safety regulations. 

Environmental Considerations 
In enacting the California EnvirOtCle:ltal Quality Act of 

1970'(CEQA), Public Res~ces Code Section (Pub. Res. C. Sec.) 21000· 
et seq., the Legislature established a state policy requricg con
sideration of environmental as well as econocic and teChnical factors 
in evalua'Cing regulat0l:Y ac'Cions and progr3.:lS. '!his policy is clearly 
declared in Pub. Res. C. Sees. 21000 and 21001 and broadly expressed 
in paragraph (g) of bo'Ch sections: 

HIt is the intent of the Legislatu:e that: all agencies 
of the state government which regulate activities 
of privatei:l.dividuals , corporations, and public 
agencies which are found to affect the quality of 
the environment, shall regulate such activities so 
that m.a.j or considera.~ion is given to preventing 
environme:ltal da.ma.ge." (Pub. Res. C. See. 21000(g) .. ) 

"'!he Legislature furth.er finds and declares that it 
is t::'e policy 0: the state to: ...... Require gover::t:lent:a1 
ageneies at all levels to co=side~ a~li~~::ve :actors 
as well as econo=ic and technical factors and long-te=: 
benefits and costs, in addition to short-te~ bene:i~s 
and costs and eo consider alternatives to pro?osec. 
actions affecting the e:'1.VirOICent." (:'1:0. Res .. C. 
Sec. 2100l(g).) 
In soce instances CEQA requires that ~his policy be 

i:p1emented through ~re?aration and consideration of an environ=ental 
~pact report (EIR) prior to agency decision caking. (See Pub. Res. 
c. Secs .. 21061 and 21100.) However, EIRs are re~i=ed to be pre?ared 

-48 ... 



• 

• 

• 
C .. S436 OSH 244 et .0.1.. J;;LJ Ijn 

by state a.gencies, boa.rds, or commissions only "on any 'Oro~ect they 
prQ1)ose to carry out or approve '",hicn may have a sig:lificant e::ec'C 
on the enviro=ent. rr (?ubI' Res .. C .. Sec .. 21100, emphasis added.) 

Although the policy provisions 0: CEQA (?ubI' Res .. C. 

Secs. 21000 and 21001, supra) a~ply to this proceeding, the EIR 
prOVisions (Pub. Res .. C. Sees. 21100 et se~.) do not. (Re Environ
mental ~4et Re~orts (1973) 75 CPUC 133, 142, rehe~ring denied 
75 CFUC 243, 246, writ denied, S& No. 23034, Janua:r:y 16, 1974 .. ) 'Ihe 

key ter.n "project" is defined in Pub .. Res. C. Sec .. 21065 to inclwJe only 
the follOWing agency actions: 

(a) Activities directly undertaken by any public 
", agency.." 

(0) Activities undertaken by a ~e=son which are . 
supported in whole or in part through con~racts, 
grants, subSidies, loans, or other :or=s 0: 
assistance fr~ one or more public agencies .. 

(c) Activities involving tbe issuance to a person of 
a lease, pe~it, license, certificate, or other 
entitle:~t for use by one or more public a.gencies. 

It is clear that neither (b) nor (c) apply since issues in this 
proceeding i~volve neither financial assist~~ce nor licensing. 
Although in this decision we are directly undertakin~ ~ signi:ica~t 
chan~e i~ the method of tank eruek rate regulation, neither eoes 
this ap~e4r to be the type of activity conte:plateQ by paragraph (a). 

In California Administrative Code Section 15037 ?roculgated to 

izple=ent CEQA, paragraph (a) of Pub. Res. C. Sec .. 21065 has bee: 
inter?reted to refer to activities involvL~~ or rela~eo to const~c
tion activities. 

"Project means .... : (1) An activity directly under
taken by any ~ub1ic agency ~~cluding ~t not l~ited 
to ?cblic works construction and related act~lities 
clearing or grading of land, i%prove=ents to existing 
public structcres, enae~ent and a:le':ld:le':lt of zoning 
ordinances, and the adoption 0: local General Plans 
or e1e:'lents the,:,eof ?U':'suant to Gover:'.:lene Code Sec
tions 65100 throtl~h 65700 .. " (California Administ=ative 
Code Section 15037(1).) 
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This proceeding is essentially a rulemaking proceeding involving the 

means by which rates will be set in the tank truck industry.. It is 

totally unrelated to construction activities. 
Even though the EIR provisions of CEQA do not apply to this 

~roceeding, and no EIR or negative declaration is required, the 
Commission is still under a statutory duty to recognize and t=pl~t 
the policy stated in Pub. Res. C. Sees .. 21000 and 21001.. In reaching 
this deciSion, we have discharged this duty by considering environ

mental factors as well as the signi:icant econocic, technical, and 

proce.dural factors raise4 in this proceeding. 
Upon analysis of the evidence before us, we find that estab

lishing the regulatory system adopted herein will have a beneficial 
effect on the environment. We expect increased ~rice competition 

to produce increased operational as well as financial efficiency .. 
Equipment utilization should be :laXl::lized, thereby redt:cing e::::tpty 
miles, excessive use of the highways, and t::m.ecess.a..-y fuel consu::ption .. 
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CTA Reco~~e~dation 
CTA made a n~er of reco~~endations desi;ned to provide 

additional ~rotection for co~on carriers. A nuzber of these related 
to the resulatory reform pro;ram outlined in Decision No. 90354. 
Others were beyond the scope of this proceeding and concerned 
regulatory changes ~de in Decision No. 89575, our decision imple
menting Chapter 840, Statutes 1977 (commonly referred to as sa 860), 
and Decision No. 91347, the eost recent deeision.is$ued in Case 
~o. 10278, our generic investigation into the practice of suohauling. 
In s~~ary,its reco~~endations were as follows: 

'. 1. Redefine ~eontract carrier" and estaolish a 
~xi~~ number of shippers contract carriers may 
serve which should prooaoly not exceed ten. 

2. Requi~e all co~~on carriers whether licensed 
under ?ublic Utilities Code Section 1063 or 
1063.5 to comply with historical standards of 
service • 

3. Establish and compel adherence to standards for 
~itten contracts. 

4. Con~ract carrier ra~e chan;es should oe effective' 
on no less public notice than co~on carrier rate 
chan;es. 

S. Common carriers should not be allowed to meet the 
charges of competing contract carriers without 
specific cost showin;s. 

o. All contra~t rate ~hanges, in~reases, as well as 
decreases, should be justified by operational and 
cost ~ta. 

7. Cancellation of XRTs 6-B and 13 should be 
deferred for approximately twO years. 

S. Sufficient financial re?Ortin; should be rec.uired of 
all highway carriers to permit evaluation 0: all 
individual carrier rate filin;s without resorting 
to discovery procedures. 

9. The Coc:ission should rescind Decision No. 91347 
authorizing unlimited cross-subhauling. 

These reco~endations are discussee in oreer • 
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, In Decision No. 89575 the Commission addressed and 
specifically rejected the sugges~ion that contract carriers be 
limited to a specific n~er of contracts. 

" 

"We now reject any i~plication that stat~s may be 
deter~ined by a specific n~~er of contracts 
unifor~ly applied. We anticipate no such ~ni£or~ 
limit on the number of contracts a contract 
carrier may have or the nu~er of shippers it may 
serve. ~o establish such a li~it would attribute 
far too ::luch significance to but one.of.the 
relevant criteria. See e.g., Samuelson v C?OC 
(1951) 36 CA 2d 722. Consisten~ w~th our ~ntent 
to define ra~~er than restrict contract carriage, 
we will presume lawful operations presently 
conducted pursuant to contract authority without 
regard to ~he,n~~ber of contr~cts or shippers 
served." (Decision No. a9S75,~i::leo. p. 17., 
We are not persuaded by any evidence in this record that 

any specific 1i~itation should be i~posed on the number of contracts 
or shippers cOntract carriers =ay serve. 

In Decision No. 89575 we provided a five-year transition 
period for radial highway co~~on carriers to convert to common 
carrier operations under ?ublic· Utilities Code Section l063.5. 
During this transition period Section 1063.5 carriers will oe 
allowed to expand and contract their services, as ~e'l ~rQ~iQ~~ly 
did 4S radi~l carriers, witho~t showin~ p~~lic con~~~i~nce a~: ~ecessity. 
With this sole exception, Section l06Z.5 and Section 1063 co~on 
carriers will ~e subject to absolutely unifor= regulation. ~o the 
extent that Section l06Z.S carriers choose to exercise their co~~on 
carrier certificate, they will be re~uired to co~ply with all provi
sions and will be uneer all obli9aeions i~posed upon Section 1063 
carriers by the Public Otili~ies Act. The !reedo~ of choice grantee 
to Section 1063.5 carriers during the transition period is not 
unique, only the ~ethod by which this choice :ay oe exercised is 
unique. ~r~ditional Section 1062 co~~on carriers ~y also eX?a~ ~nd 
eon;ract their services and do so with !:equeney, but they are 
tneoretically required to obtain prior Co~ission approval to do so • 
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In Decision No. S957S we estaolished guidelines for 
eeterminin9 the proper scope of contract carrier operations and 
required contract carriers, other than petroleum and cement contract 
carriers, to file written contracts with the Comcission. In the 
requlatory program of competitive indiqidual carrier-filee r~tes 
adopted herein, contraets will become a critical element of our 
proced~re for rate reqiew. We will, therefore, require that all 
petroleum contract carriers file contracts with the Commission and 
abide by the poliey quieeli~e$ a~opted in Decision No. 89575. A 
copy of those guidelines appropriately amended is attachee hereto 
for reference as Appendix B. . ~ 

Bo~~ eTA and the Commission staff critici:ed the notice 
provisions for contract carrier rate reductions after the transition 
period outlined in Decision ~o. 90354. As previously indicated, we 
are persuaded that the prosram adopted should be modi!ie~ as sussested 
by the st~ff. C~A sU9gests that all contract carrier rate chanqes 
be made on not less th~n 30 days' notice, but provided no real 
justificatio~ for ~~is additional restraint on contract carrier 
operations. Contrac~ carriers may now increase r~tes wi~out advance . 
?ublic notice ~nd may decr~ase rates to the mini~u~ rate level without 
notice. ~e see no reason to deprive the~ of this pricin~ flexioility. 

Onder minimuz rate reg~lation carriers co~ld obtain a~thority 
to charqe special rates under ~uolic Utilities coee Section 3SS6 
below published mini~~~~ which were ty?ically limited to ~ single 
named carrier and a specific shipper. This allOWed more sophisticated 
carriers to Obtain select ousiness i~une from the competition of 
other carriers. Onder the reform pr~ram outlined in DeCision 
No. 90354 such private rates would be ~rohibited. ~~y carrier would 
be permitted to meet the charges of any o~~er competing motor 
carrier. C~A's opposition to this provision of the program seems 
inconsistent with their concern for e~ualit1 of competitive 
opportunity. !n our opinion this provision is essential to preserve 
that equality, and is consistent with ?u~lic Ctilities Code Sections 
452 and ~ss. 
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NO neee appears to require cost ane operational jU$ti!ic~tion 
for ~ll contract carrier r~te ch~nges. Onder the present minim~ 
rate system contract carriers are only req~ired to j~sti!y rates 
below p~blished ~ini~ums. Requiring j~stification of all r~tes 
would impose ~n ~nreasonable aeministr~tive burden upon carriers . 
and does not appear necessary or useful for any le9iti=ate regul~tory 
purpose. In order to provide for an oreerly transition !rom m1nim~ 
rates to competitive individual carr~er-filed rates, justi!ic~tion 
will, however, be required for ,key contract rate reductions ~s further 
explained under "The Program Adopted". 

.. We find no justific~tion for additional eelay in canceling 
XRTS 6-B ano 13. The general issue of minimum rate regulation of 
motor carriers and alternatives to such regulation r~s been ~nder 
study since 1974 when the Commission on California State Govern=ent 
Organization and Economy (tittle Hoover Com=ission) releasee its 
report recommenein9 eliminatio~ of minimum rates. Mini~u= rate 
re9ulation of tank and vacu~m truck transportation has b~en under 
specific study since this pt.oceeding was first initiatee April 12, 1977. 
We recognize that the transition from unifor~ state-s~t minimum 
rates to competitive carrier-set rates will not be easy and ~ill 
implement the chanse 9radually through a transition ?~riod of one to 
two years' duration. ~e see no need, however, to ~intain mini:um 
rate reg~lation any 10nger ~~an ~rovicec for in this decision. 

Individual carrier-set rates must ~e evaluatee upon the 
basis of each indivieual carrier's costs and operating circumstances. 
AnalYSis of specific rates will often re~uire very specific infor
mation. This type of information co~ld not practically ~e provided 
by carriers in annual-type reports. It can best be Obtained through 
discovery. ~o additional financial reportin9 will ~e re~uiree of 
carriers under the prograz adopted. 

CTA's conCern with respect to cross-su~~~ulins was consiee:ed 
in hearings held in Case No~ l02i8 and was rejected in Deeision 
~o. 9l3~i. The appropriate re~edy for C~A now lies with the California 
Supreme Court. The issue of cross-su~hauling is ~eyond the seope of 
this proceeding. 
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The Program Ado~ted 
After cocsioera~ion of all of the evidence properly 

introduced in the original heari~gs in ~his proceeding and in the 
reopened hearings, we have concluded t:hat the regulatory program 
outlined in Decision No. 90354 should be ac!opted in modified form 
as recoa:mended by the Commission staff. '!his change ·..r.t.ll eq~l1Ze 
ehe not1ce period re~uired for common and contract carrier rate 
reouctions below ehe charges of compeeing c~rriers bo~ during and 
after the transition period. Any rate reduction whieh results in 
a charge lower than the charges of co=peting carriers must-be 
filed on a 30 days' notice. In all other res?ects the progra: 
adopted, and oeseribed below, parallels the program outlined in 
Decision No. 90354. 

In summary, the effect of this decision is to shift the 
primary responsibility for day-eo-day motor carrier rate setting 

. from the Commission to the industry, :rOQ governcent to private 
enterprise. Rates negotiated by shippers and carriers will be 
presi:lled reasonable. 'Ihe Cocnission will, however, retain and 
continue to exercise jurisdiction to protect the interests of 
shippers, carriers, and the general p~blic. RegUlatory authority 
will be exercised to encourage rather than discou:age price coc~:ition. 
To avoid disruption 0: exist~g labo~ markets ace to ~eou=age 
competition on the basis of o?erational e:fieie~cy, the ~ssion 
will require that rates reflect prevailing labor eosts. 

In order to ensure an orderly transition, the new ,rogram 
will be ~plemented grad~lly. MRIs 6-3 and 13 ~ll be canceled 
July 31, 1980.. In lieu thereof t:he Co=issio: will pt:blish t"'NO 

transition tariffs which ~ll re~in ~ e::ect an adeq~~e length 
0: tice to :acilitate ~~e transition to cocpe:itive carrier-set 
rates. !t is anticipated that the =ra:5itioo tariffs will be 
maintained for O~e to ~~o years • 
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The transition tariffs will serve two independent purposes. 
First, they will be available for common carriers tha~ so desire ~o 
adopt in whole or in part as their own tariff. In Decision No. 89575 
implementing SB 860 we provided a mechanism for common carriers, 
particularly new carriers converting under Section 1063.5, to satisfy 
statutory tariff require:nents by a'coopting one or more Com:lission 
:ninimun rate1:3.:.I:if£s as their O'WXl. 'Ihr01.1gh the transition tariffs 
we will preserve this convenient method for coccon carrier tariff 
publication noewiths~nding cancellation of ~s 6-B and 13. 
Secondly, the transition-tariffs will facilitate transition from 
min~um rates to carrier-filed rates by serving as a threshold 
for rate justification.. Contract rates below the applicable tra.nsition 
tariff rate, filed during the transition period, ~ust be accoc?anied 
by justification of ~e rate level. In this canner we will able :0 
control the degree of price c~petition ~ithin acceptable and healthy 
bounds during which in all probability will be a di££icul~ period of 
trallSition. 

!he transition tariffs will contain rates equivalent to 
MRIs 6-B and 13, respectively, an~L~ addition, any Sections 452 and 
3666 rate deviations in effect on July 31, 1980. !he transition 
tariff rate levels will no~ be adj~ted by ehe C~sion a:ter they 
are initially published. 

Altern~tive rail rates curre~~ly available to ca=:iers 
under Section 3663 will no loage: be available. Since minl=1\:1 rat:es 
will be canceled, Section 3663 will have no ap?lication uoce: the 
new program. Rail rates will, however, be available in a core 

- restricted canner for a period of t~e the duration of which ·~ll 
be governed by shipper-carrier nego~iation. Rail rates will eont:in~ 
to be available pu:suant to contracts filed on or before the date 
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minimum rates are canceled July 31, 1980. Any contract r3te lawful 
when filed will be grandfathcred and may continue to be utilized 
without justification after minimum rates ~re canccled. In adeition, 
rail r~tcs con~ained in motor common carrier tariffs on July 31, 1980 
will be similarly grandfathercd. Our provision for competitive r~te 
filing, discussed more fully below, will ?~cserve the general 
availability of most rail rates until they are eliminated from both 
filed contracts and motor common carrier tariffs. 

The rates of contract carriers will be established by 
each individual carrier and ap?roved by the Commission under 
Section 3662. All such r~tes will be approved on the basis of / 
individual carrier costs (excc?t labor costs) and individUAl carrier's 
operating conditions considered in light of the neecs of commerce and 
the public interest. No rate approved will involve more ~n one 
type or class of carrier within the ~eaning of Section 726. Contract 
rates approved will only be those cont~incd in ~c:ual carrier 
contracts, ~nd thus will be both minimum ~nd ~x~~ r~~cs for the 
s?ccific transport~tion involved. 

During the transition pe~iod, con:r~ct rates below the 
# . 

applicable transition tariff rate must be accom?~nied by rate 
justi:ication. Rate justific~tion m~y consist either of (1) a st~tc
ment that the rate is filed to meet the chA=g~s of a mo~or carricr 
competitor, accom?anied by a reference :0 the competitor's tariff or 
contract charge being met, or (2) operational and cos: data (ine!uding 
imputation of prevailing wage levels) which demonstrate that the 
rate proposed will contribute to carrier profit~bility. Rates 
justified on a com?etitive b~sis may be at or above the competitor's 
level, but must apply to the same co~~odities be~~een the same general 
geographic points. Operational and cost justification will be more 
liberally interpreted under our new progr~ than under prior Commission 
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Section 3666 deviation procedures. Innovative pricing will be 
encoura.ged, but must be reasonable in light of existing carrier 
cos~s a.nd ~ansportation characteristics. In no event will rates 
which do not contribut2~o carrier profitability be a?proved on an 
operational basis. 

Contract rates at or above the transition tarif~ or filed 
to :neet the charges of a. competing carrier, will be effective on 
the date filed with the Commission or such later date as cay be 

provided by the terms of the contract. Rates filed during t:he 
~ran~ition perioQ below ~th the transi~ion ear1ff and the charges 
of competing carriers will beco=e effec~ive 30 days after the date 
filed, absent protest. In '!:he event of ?rotest, all such rates 
will be temporarily susp~ded for a period of t~e not to exceed 
an additional 30 days during which t~e the Com=ission ~t either 
reject the protest and allow the rate to become effective or 
suspend the rate pending hearing. 

After cancellation of the transition tariffs, all contract 
filings,exeept rate reductions below the charges of eompeting motor 
carriers, will be effective on the d..a.te filed with the CQmr:dssion 
or such later date as :3y be provided by the te~ of the contract. 
Rate reductions below the charges of cocpeeing =otor carriers :ust 
be filed on a 30 days' notice. Rates negotiated by shippers and 
carriers and evidenced by binding contracts will be pres~ed reasonable~ 

but will be subject ~o review upon complaint or pe:ition for ~~ves-
. tigation and sus?ension. 

We are fully cognizant of the impacts our el~ination of 
minimum rates will have on cOCQOn carriers. Under mini=UQ rate 
regu~~ion, Sections 3663 and 726 cOQbio.ed ~o subjec~ cocmon car:iers, 
as well as contrae~ carriers, to minic~ rates. Neither Section 3663 
nor 726 will apply to ot..!r new systec 0: individual carrier-set: ra~es • 

-58-



• 

• 

• 

C.5436 OSR 244 et ale ALJ tow 

Thus, the approved rates of pe~it ear:iers will not be directly 
applicable to common carriers. 

Common carrier rates ~ill be gove=ned by Section 454 for 
rate increases and Sections 455 and 452 for rate decreases. tinder 
Section 455, a public utility may reduce a rate wi~out au~ority 
from the Commission on a 30 days' notice or such shorter notice as 
the CoCltllission may prescribe II The impact of Section 455 is li::u.'tec 
~ith respect to motor co~on carriers by Section 452. Section 452 
speeifically authorizes rate reductions ~he:l the needs o': .. cocceree . . 
or the public interest require, subject to Ccc:ission discretion 
to require justification. Any rate that is reduced to meet the rate 
of a motor carrier competitor is in the public interest and cay 
be filed and effective under our n~~ progra: on the same day service 
is to be initiated. Such filings must be accOQpanied by a re:er~ce 
to the competitor's tariff or contract charge being cet. ~on 
carrier tariff rate reductions below the charges of motor ear:ier 
competitors must, however, be accompanied by a state~ent of cost or 
operational justification. 'I'llis proeedu:e is consistent "~i'th 
Section 452 and will equalize the cot:lpe'titive opp¢rtunity of COQ::1On 
and coo tract carriers.. An abbreviated outline of the progra::l 
adopted follows • 
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Program Outline 
l. MRIs 6-B and 13 will be canceled July 31, 1980. 
2. Bulk liquids exempt from !1R'I 2 will cont:inue to be rate 

exe=pt and ex~t fromee provisions of this ?rogra:. 
3. Transition Tariffs 6-3 and 13 will be ?ublisned in lieu 

of MaTs 6-3 and 13 'and will be effective with the cancellation of 
the mintmum rate tariffs. 

4. Transition Tariffs 6-B ane 13 will consist of the lowest 
rates contained in MRTs 6-B and 13 and any Section 3666 or 452 
deviations in effect on July 31, 1980. 

'. 5. !he transition"tariffs will not be adjust:ed by ~e Commission 
after they are ini1:ially published and will be canceled a1: the end 
of the 1:ransition period. 

6. 'Ibe duration of the trans 1t1on period will be deter.:ined .. 
by eX?erience under our new progra: but is not expected to exceed 
two years. 

7. Transition Tariffs 6-3 and 13 will not fu:ction as tli:1i::tt.:::l 

rate tariffs. They will serve as a guide for the ~itial establish
~ent of tariffs by new Section 1063.5 co~on earriers anc as a 
threshold for purposes of contract car=ier rate justification 
requirements. 

8. Contract carrier operations will be governed by the 
following: 

a. Upon cancellation of MRTs 6-3 and 13, 
contract ear:1ers may operate only ~ursuant 
to contracts on file with the Co~ission. 
Contracts ~y be fileci on 0: before July 3l, 
1980 and thereafter as negotia~ed. All 
contracts will be available for public 
inspection. 

b. Any eont:act rate filed below the transition 
tariff =cst b~ accom~aniec oy a s~teQent 0: 
justification. Such justification may 
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co~sist ci~her of reference to ~ motor 
carrier competitor's rate being met or 
operational and cos: data showing that 
the proposed rate will contribute to 
carrier profit~bility. 

c. Contr~ct rates filed bcl~N both the 
tra~sition tariff and the charges of 
compcting carriers ~ust pc filed on 
30 days' notice and may bcco~e effective 
30 days after the date filed, absent 
pro~est. 

d. Contract r~tes filed to meet the charges 
of motor c~rrier co~?etitors may be ~ade 
effective the date filed with the 
Co~~ission or such later date as may be 
provided by the contract ter:ns .. 

c. Contract rates at or above the transition 
tariff may be made ef!ective on the date 
filed or such later date ~s may be 
provided by the terms .of the contract . 

f. After the transition'pcriod, contract 
rates may be filed at llny level without 
initial justification. Contract 'rates 
at or above the charges of other carriers 
may be made effective on the date of 
filing or such later·cate as~~y be 
provideci. Contr~cts containing rates 
below the charges of competing c~rriers 
must be filed on a 30 .d~ys' not~~e. 

/ 

9. Co~~on carriers (and PIRs) will' be governed by the following: 
C. Common carrier rate increases will be 

subject to justification and ~?~roval of the 
Commission ~s required by thc Public 
Utilities Code Section 454. 

b. Any rate reduction below the transition 
tariff must be ~ccompanied by ~ stct~cnt 
of justification. Such justification 
may consist either of reference to ~ 
motor carrier competitor's rate being 
~et or operlltional and cost d~ta showing 
that the proposec rate will contrib~te 
to profitability • 
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c. Rate reductions below the charges of 
motor carrier competitors will be 
governed by the Public Utilities 
Code Section 452. 

d. Rate reductions filed to ~eet the 
charges of motor carrier competitors 
may be made effective the date filed 
with the Commission or such later 
date as =ay be provided. 

e. Tariff changes not resulting in an 
increase in rates may be filed under 
Public Utilities Code Section 455 
without justification and :nay be :::lade 
effective 6n 30 days' notice or 
such shorter notice as the Co~ission 
may provide. 

10. The cost data upon which the profitability of carrier-filed 
rates will be assessed will include individual carrier costs and the 
prevailing labor cost as deter.nined by the Commission in accordance 
with Decision No. 91265. 

11. Any interested person will be entitled to file a complaint 
against any filed rate in accordance with the ~blic Utilities CoCe 
Section 1702. 
Findings of Fact 

1. Min~um rate regulation was desigced to respond to the 
economic conditions of the 19305, conditions which no longer e:dst. 

2. MR'Is 6 -3 and 13 do not meet the needs of carriers and 
shippers for the transportation of commodities in bulk by ~ and 
vacu~ tank vehicles. 

3. With few exceptions the :ninimCl rates in MR.'Is 6-3 and 13 
for the transportation of co~odities in bulk by tank and vac~ 
tank vehicles are the prevailing or staneard rates for the industry. 

4. ~he cost studies which ~derlie ~s 6-3 and 13 have not 
been and cannot reasonably be upeated with the frequency prese:: 
economic conditions require • 
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5. The Co~~ission has been unable ~o estAblish aaeqUAte 
productivity or efficiency st~ndards for selecting appropriate 
c3rriers to study for ?urposes of setting rninim~ races. 

6. The cost studies which support the development of rates 
in MRTs 6-B ~~d 13 for the trans?ort3tion of commodities here at 
issue reflect no more than the costs of ~ sL~?le s~ple of c~rriers. 

7. The minimum r~tes are generally higher t~n they would 
be if they were competitively set. 

S. The minimum rates do not accurately reflect actual 
industry costs and oper~ting conditions and ~ve discouraged cost
justified rate differentials. 

9. Excessive minimum rates have incre~sed transport~~ion 
charges to shippers~ increased costs to .cons~~ers who ultimately 
purchase the products transported, ~nd have limited the ~rkets 
in which produces can be sold. 

10. Economic analysis suggests t~t high.minimum r~tes 
may have produced excess service competition and excess trucking 
capacity in the industry. -

11. Minimum rate me:hodologyis in3deq~te to reflect the 
costs, operating conditions, 3nd efficiencies of individual carriers. . . 

12. Different shippers ~nd CArriers operate ~nder widely 
varying conditions And have unique requirements which cannot be 
fully considered when min~um rates are cst~blished based on industry 
3verages. 

13. Much of the tank truck transportation subject to this 
proceeding is presently exempt from rate regulation. 

14. There is no evidence of ?redatory pricing, excessive 
business failures, industry instability, or unreliable service in 
the rate exempt segment of the tank truck industry in Californi~ • 
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15. Shippers and c~rriers r~vc benefited from the flexibility 
nnd responsiveness with r~spect to rate setting now allowed in the 
area of transportation exempt from minim~~ rates. 

16. Our experience with rate exempt tank truck transpor~~tion 
provides clear and convincing evidence that economic regulation 
is not necessary for stability or ~rketp1ace order in this segment 
of the industry. 

17. Safety regula~ions ~re the ap?ro?ri~te means of ensuring 
safe c~rrier operations. 

18. The needs of commerce and the public interest require that 

carriers be allowed to meet the charges of co~peting motor carriers. 
19. In order to equalize competitive opportunity, the 

Commission should provide general r~lief to co~on carriers pursuant 
to Section 452 of the Public Utilities Code to meet the rates of 
competing motor carriers by peroit;ing the common carriers' r~tes 

filed for such ?~rposc to becom~ effective on the same day that 
the co~~on carrier tariff filing containing such is filed. 

20. The cost criteria for justification of rates under the 
rercgulation plan adopted herein should be.as follows: 

a. Labor cos~s will be calculated on the b~sis 
of the prevailing wage as dete~incd by 
the CO::'mission in Decision ~o. >9-1265. 

b. All other cost elements will be b~sed upon 
the individual carrier's actual costs. 

21. The enforcement of s~fety standards by the california 
Highway Patrol and State Fire Marshal will not be affected by the 
changes in economic regul~~ion adopted in this decision. 

22. No additional financial reporting req~irements of highway 
carriers are required in conjunction with the regulatory ?rogr~ 
adopted. The information necessary to ev~luate individual r~tes 
can best be obtained through discovery . 
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23. It is not necessary to delay 'the i::lp1e::nent:ation of the new 
regulatory syst~ adopted herein .. 

24. Under the reregulation plan adopted in this decision, 
commodities transported in bulk by tank and vacuum tank vehicles 
presently exempt from rate regulation by provisions of MP:!s 2, 6-B, 
and 13 should remain rate exempt. Contract carriers will not be 

required to file contracts with the ~ission for rate e~t 
transportation. 

- .25. The regulatory. system adopted herein will promote increas~d 
operational efficiency of highway carriers, thereby reducing ~pty 
miles, excessive use of the high~ays, and unnecessary fuel cOn$uzption .. 

26.. The regulatory system adopted herein will have minor 
beneficial effects on the environment. 
Conclusions of taw 

1.. '!he rulings of the assigned AJ.J on :notions 1:0 exclude 
certain evidence presented by ~ were proper. 

2.. 'Ihe motion of CIA to disqualify AU Alderson should ~ 
denied. 

3. The Commission is not required to establish min~ rates .. 
under Division 2 of the Code and has authority to cancel at any ti:ne 
those it has previously established. 

4. '!he extent of antitrust i:::::lunity afforced earrie::-s by 
the Public Utilities Code Section 496 and the state action exe=p~ion 
is at presen~ uncertain. 

5.. High"'Nay <:'o=on earrier~ and FIRs ::a.y solicit and serve any 

~~ber of the general public wiehout l~:ation .. 
6.. Highway contract carriers and ,e~:oleu: cont:act carriers 

:nay only serve a. limited number of shippers ~it:h ·..:hieb. they :lust 
have a continuing contraetual relationship • 

-65-



• 

• 

• 

C.S436 aSH 244 et ale ALJ/bw * 

7. Crossws~bh~~ling aut~orized by Decision No. 91247 is beyond 
the scope of this p=oceeding. 

8. Wi:h :he exception of the five-year transition pcriod duri~g 
which Section 1063.5 carriers can expand ~nd contract ~heir services 
without showing ?ublic convenience and necessity, Decision No. 89575 
provided for absolutely u..""l.ifort:l regula.tion 0: Section 1063 and 
Section 1063.5 co~~on carriers. 

9. The rates contained in con~racts filed by contract carriers 
should be approved by the Co~~ission under Section 3662. 

10. The ratcs contained in contracts filed by contract carriers 
and ~?proved by the Co~~ission .under Section 3662 will, in effect, 
constitute minimum and max~~~~ rates for the specific transportation 
covered by the contracts. 

11. Since we are adopting ~ system of individual carrier-filed 
rates and canceling minimum rates, ,neither Section 726 nor Section 3663 
will a.pply. 

12. To avoid disruption of existing transportation patterns, 
rail rates should be grandfathered in the manner discussed herein. 

13. Common carrier rate changes. will .be governed by Sections 452, 
454, and 455. 

14. The Commission may exempt.selected .C9~~odi:y transportation 
from r~te regulation under Division 2 of the Code. 

15. The rCgU1~torY program ~do?:ed in this decision is consistent 
with state and federal antitrust law. 

16. The regulatory program adopted in this decision will not 
create any unf~ir competitive advantages :or any class of 

17. The rcregul~tion prograQ adopted will not result 
unfair competitive advantages for carriers or shippers who 
carrier/carrier or carrier/shipper affiliations over those 

-66-

carrier. 
in any 
have 
who do not • 



• 

• 

• 

C.S436 aSH 244 et ~l • AW/O".;7 * 

18. Safety regulation of carriers engaged in tank truck 
transportation is not within the jurisdiction of this Commission. 
It is the responsibility of the C~li£orni~ Highway patrol, the 
~lifornia State Fire Marshal, the United States Depar~cnt of 
Transportation, and the ICC. 

19. The reregu1ation program adopted satis:ies the require
~ents of Section 3502. 

20. Although the policy provisions of CEQA, Pub. Res. C. 
Secs. 21000 and 21001, apply to this proceeding, the EIR provisions, 
Pub. Res. C. Sees. 21100 et sec.., do not. 

21. The reregulation plan described in the body of this 
opinion should be adopted by the Co~~ission. 

22. This decision supersedes Decision No. 90354. Decision 
No. 90354 shall hereafter have no force or p.ffect • 

ORDER IN RtO?ESED PROCEEDING 

IT IS ORDERED that: 
1. The rercgulAtion plan dc~ai~ed in the opinion of this 

decision is adopted and shall be effective July 31, 1980. 
2. Y~nimum Rate Tariffs 6-B 4ncl 13 are.~anccled effcc~ive 

July 31, 1930. 
3. The Commission's Transport~tion Division sh~ll GO the 

:ollowing: 
a. Prepare a ?rogr~m for prcscn~ation to the 

Co~~ission within sixty c~ys after the 
effective date of this order which will 
monitor retrospectively ~nc prospectively 
the cffects of this rcrcgul~tion on the 
tank truck tr~ns?ort~tion incus try. In 
formulating this ?ro3r~m, the staff is 
directed to solicit suggestions from 
~ny ?arties to these ?roceeciings Who 
may be interested. 

b. Prepare for Co~~izsion resolution the 
necessary rules, and new and revised 
general orders to i~?lcment the adopted 
reregul~tion progra~. 
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c. Pre?are ~e transition tariffs for 
distribution by July 31, 1980. 

4. The Executive Director shall serve a copy of this decision 
on all petroleum contract and petrole~ irreg~lar route carriers and all 
carriers subscribing to Min~uc Rate Tariffs 6-3 and 13. 

5. 'I'he motions of California T=ucking Associa1:ion to 
disqualify All Alderson and for a presiding officer's proposed 
re~ort are denied. 

In order to alleviate some of the industry confusion 
caus~d by the long delay .. in implementing the reguJa. tory cr...a.nges 
outlined in Decision No. 90354, this order is effective tbe date 
hereof. 

Dated ___ J_U_N_3--.;19;..,;;8..;;,O ___ , at San Francisco, California. 
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Program Outline Adoptee in Decision No. 9035' 

1. MRT 6-B ana ~ 13 will be cancelled January 31, 1980. 
2. Bulk liquies exempt from MRT 2 will continue to ce rate 

exempt and exempt from ~~e provisions of this pr09r~. 
3. Transition Tariffs 6-B and 13 will be puclisheo in lieu 

of MRTs 6-B and 13 ana will be effective with the 
cancellation of the minimum rate tariffs. 

4. Transition Tariffs 6-B and 13 will consist of the lowest 
rates contained ~n ~s 6-a ane 13 and any Section 3666 
or 452 deviations in effect on January 31, 1980. : 

5. The transition tariffs will not ~e adjusted by the 
Commission durin9 their life, and will be cancelled 
at the end of the transition period. 

6. The duration of the transition period will be dete~ined 
by experience under our new ?rogr~~, but is not expected 
to exceed a year or two. 

7. Transition Tariffs 6-B and 13 will not function as ~inimuz 
rate tariffs. They will serve as a guide for the initial 
establis~~ent of tariffs by new 1063.5 common carriers, 
and as a threshold for purposes of contract carrier rate 
justification requirements. 

s. Upon cancellation of MRTs 6-B and 13, contract carriers 
may operate only pursuant to contraCts on file with the 
Commission. Contracts ~y be filed. on or cefore January 31, 
1980 and thereafter as n~otiated. All contracts will be 
available for public inspee~ion. 

9. Any rate filed by a con~r~ct car:ier celow the transition 
tariff Qurin9 the tranSition period oust ~e accompanied 
by a statement of justification. Such justification ~y 
consist eitber of (a) reference to a =otor carrier competi
tor's rate, or (b) ope:ational and cost data showin~ that the 
proposed rate will contribute to carrier profitability. 
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10. Contract rates at or above ~~e transition tariff, or 
filed to meet the charges 0: a competing carrier, 
will be effective on t~e date filed or such later 
date as may be provided by the terms of the contract. 
Such rates may be subject to review upon the filing 
of a complaint. 

11. Rates filed during the transition period below both 
the transition tariff and the charges of cocpeting 
carriers will become effective 30 davs after tbe 
date filed,' ab~ent protest. -

'12. After the transition period, rates ~y be filed'·at 
any level without initial justi!ication and will be 
effective on the date of filing or such later date as 
may be provided. After the transition period, rate 
levels will be subject to review only upon the 
filing of a complaint. . 

13. Any interested person will be entitlee to file a 
complaint against the filed rate for any transpor
tation service in accordance with Public Utilities 
Code Sections 1702 and 3662. ~he cost data upon 
which carrier profitability will be assessee upon 
complaint will include a prevailing wage standard 
for labor costs as discussed ~ore fully infra. 

14. The rates of hi;hway com=on carriers and petrole~ 
irregular route carriers will be governed by 
Sections 452, 454 and 455. Common carrier rate 
~'l' ~ 1 ~ 't' '&~ I~ '. ~h ... :. lngs .... e ow t .... e tranSl J.on ta.r:.__ \I;.i,ur:. ... g .... e 
transition period) mus~ be accompaniee by a state
ment of justification. Such justification ~y 
consist either of (a) reference to a ~otor'carrier 
competitor's rate, or (0) operational and cost eata 
showing that the proposed rate will contri~~te to 
carrier profitability_ 
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COMMISSION ?OLICY ON T~ ?ROPER SCOPE OF 
HIGEW'AY CON"IRAC! AND p~'!Ror..za!1 CO~~C'! CAR..~:r::.=t O?E?J...nONS 

IN 'IEE IRANS?OB.'I:A'!ION OF CO~.oD!nzs IN BUUC 
IN !.ANK TRUCKS ~"D VA~-'I'!?E: k'ID ?UM?-'!'Y2E TA.. .. ~.:< VE:R!C!.ZS 

!he purpose of this s~t:e:e~t: ,is to ::::':00 ea:::ie::'s engagee 
in concact ca.::i3.ge of tank t:::"'..:ek eO:::lOeities of :be Co:::r'"i ssion' s . 
policy on tbe p=ope= scope of ~~~ ope=ations a:e to set :~e :oll~-=g 
guidelines whiCh th~ Cowcission will apply i~ ce:e::~ing ~het:~e= a 
highw~y ea::ie: is ope:a:~ as a con:=ac: ca:::ie:. ~e q~es:ion 0: 
whetne::,' a co:~ac: ea~::'iei is la~~lly ope:a:i:g is ce:e::i:ed 0: a 
case-by-ease basis dependent upon tlle ::acts s=o\:d~g ce ea=ie::, , s 
o,?erations. 

1. A cont::'act car=ie= ge:er~lly ~y :ot solicit 
indivic~l one-e-'...::e shil'Qe:lts; it: ::.ay solie~:: 
a:d enter into negotiated eon:i:~~g hacli:g 
relationshi?s ~~ s:ippe=s) i.e., con:=ac:s. 
!:l.diV'idual one-ti:le ship:e::.ts :::.a.y ·oe solieit:ed 
where the s,?ecia.lized :l.at".::e 0: t:e :=.a.:.s?o=:a
tion is sufficient to disti:~ish it ::0: co==o: 
ca==ie= service or ~he=e a ca:=ie: is ?e:fo~g 
a ~te-a~e=?t t:anspo:-~tion service. 

2. A eent:act ca==ier =;st generally :ave a co::i~~i:g 
relationshi~ wi~ ~e shi?pe= 0: shippe=s it s~:es. 
A couti:luing relationship =~'t:i:'es :'":.at se::v:.ce oe 
provided periodically over a pe=ioe 0: ~i:e, not 
less ::an tllir:y eays ~ d:=ation. A co:t~~~g 
relationship ea:mot ce ?:edica.:ec. -.:'?on 2. s~;le 
ship::.en t. 

:3. A shipper '.:s:':lg ::'e se-~ce 0: a co::.t=ac: ===ie: 
can be ei cer -che consig:lee 0: eons:'g::.o=. ~0::.al11 , 
t~e shipper is :ega:eed as the party who ,?2.ys the 
cil.arges :0: o.e t:a::..s":,o:-..a:::'o: p:o"J'ided; ='~,Jeve=, 
;he shi~~e: :ay also be the pa~y who co:::ols t~e 
t=af:ic: s't:c::' as e.:e :anu2c:~e: 0: E=a:d X who 
sllips =:eigh: cellect to e.~c:l~ive Gea'!.e::'s 0: 
B::'3.:l.c' x. 

4. A cont=ac: ca .. _1.e= =5:: ?=ovide se:-r.ces t:~: are 
spec:~li:ed 0: eailored to the ?ar:i~~la= =eq~i=e
:e:::c:s 0: the s:ip~e::' be:':; se=-J'ec.. ::::<."'=;>les 0: 
specialized se::'Vices i."":.cl-::ee, b't!:: are :lot li::i:ed 
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.~. _. ._~ Ii: to, pro~~~g =epea~ se~ce ove: a per~~ o. 
ti:ne with specialized ~pce::.t, Clique 
loadi:c.g/'U:lload:i:ag a:::.d accessorial ac~i v::=y, '0= 
speeialized sclleduli:g of se:vice. Such 
speeializatio~ alone ~ zoce i:st~ces 
disttn~ishes contract £=00 eo==o~ c:.a:=ie: 
operations. Heavy hauli:g a:c the t=anspor
ta.tiOt: of :aee-exe:z:ot coc:o<ii:ies are exa:l::)les 
of such specialized-opera:io:S. . 

5. All cont'r.3.c: e.~-=ie:s, exce~t c.a..-=ie:s e:gageci 
~ rate-exe=p: t=?~spo=-~tio:, ~s: file ·-=it~e: 
eo:trac:~ wit: :he Co==ission ?:io: to, 0: 0: ~e 
~.a=e Cay, sel:Vice is i:i:.iated. St:.cll contracts . 
shall be available for i:$pectio: oy ehe ~ublic. 
Coutract c.3--:ie::-s ely provide se:-J'ice only 
Pu:'S't2:lt to written cout:ac:.s ",.;h.ich si:.all bi::d 
both ea:-:ier a::.d shipper to good £aitb. pe==o::ance 
for a specific te=, a:cc. cotl.:rac:s shall cot:::.ai:l. 
~e follo~-llg: 

6. 

a. The ~e of the ea..-::ie= .. . 
b. T.c.e tl2%e of the shippe=. 
c. The Ct.:.ration of the cont:ac:. .. 
d. The a:ea i:.volved i:l pe=:o=ce, z~cil as 
~ =oute and/or te==ini. 

e. A descri~tion 0: ehe services to be 
provi~ed~ane the projee:ed :=e~~e~ey .. 

Ii: ... 

g. 

!he cocmodities ~volved, a:ci t:e pro
jee:ee ton:age or o~er ~propriate unit 
of =~e=e:t to be h.e::clec .. 
!he compensation to be ~aid a:e received. 

h.. !he eot:.d.itiotlS ~ if an, ~ t:ncle= ".ihic=. ci:z::lges 
~ eoopensatiou 0= o~e= te~ of ehe eon
t=act may be ::.a.<!e by the pa::ties. 

Copies of contracts ~: also be kept 0: file i~ 
the ea:=ie='s office a:d available :0= i~s?eetio: br :.he Cac:ission or :he CoCQissiou s~f:. ~~ey 
3Qall be =e~ee by the C2--:ie= :or :0: less 
~~ th~ee years a:ter expi=a:io: • 


