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Decision 93472 AUG ; 8 iSS"'. 

------------------
BEFORE THE ?~1BLIC UTILITIES COMMlSSIO~ OF THE STATE OF CALIFO~~IA 

Order Insti~u~ing Rulemakinq on 
the Commission's o~ motion to 
prepare ane adopt rules and 
regulations which would relieve 
compensated intercorporate 
transportation of property from 
licensi~g and transportation 
rate regulation. 

) 
) 
) 
) 
) 
) 
) 
) 

------------------------------) 

OIR 3 
(Filed November 18, 1980) 

A. J. Shields, for Hunt Wesson Foods~ Inc.; 
Mar~in J. Rosen, Attorney at Law, for Lucky 
Stores, Inc.; Alan Edelstein, Attorney at 
:::.aw, for Californ~a Teamsters Public Affairs 
Co~~eil; Richard w. Smi~~, A~torney at ~w, 
for California Truc~ng Association; Phili~ K. 
Davies, for himself: and ~. Filipovieh, tor 
General Drayage: respondents. 

:ess J. Butcher, for California Y~nufacturers 
Assoeiat~on; Don B. Shields, for Highway 
Carriers Associat~oni James D. Martens, for 
Califo~ia Dum~ Truck Owners Assoc~a~ion; 
Patrick w. Pollock, for Louisiana-Pacific 
corporation; Jack R. Collinsw0od, for. 
Chevron O.S.h. Inc., ~rke~~ng O?erat~ons -
Traffic; Eddie E. Daniels, for Private Truck 
Co~~cil 0: ~er~ca, Inc.; Joh.~ F. MCMahon, 
for Tri-Valley Growers: Richar~ L. Sredeoan, 
for B. R. Garcia Traffic service: and 
He~y E. Manker, for ?rivate Carrier Conference 0: ATA, washington, D.C.~ interestee parties. 

Willi~~ c. Bricca, Attorney a~ Law, and Dorothy Licon 
for ~~e Commissio~ staff • 
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o 1> I ~ ION 

This rulemaking proceeding was instituted on the 
Commission's own motion to consider ~~e adoption of a policy 
which would grant compensated intercorporate hauling (CIS) relief 
from the need to ootain highway carrier operating au~~ority and 
to observe rate regulation. CIa refers to the trans~rtation 0: 
property for compens~tion over the pUblic highways by a corporation 
for another corporation when both such corporations are members of 

the same COrporate :~ily. A corporate family is defined as a 
parent corporation and all subsidiary corporations in which the 
parent corporation owns, either directly or indirectly, a 100% 

interest. 
A copy of the Order Instituting Rulemaking (OIR) along 

with a general order proposed ~y the Commission's Transportation 
Division staff. (staff) to implement the relief was mailed to all 
highway carriers and ~~own interested persons and organizations • 
The OIR invited the filing of written co~ents on the proposed 
general order or on alternate proposals and set a date for oral 
argument. 

Written comments were received from Hunt-Wesson Foods, 
Incorporated (Hunt-Wesson), canners League of C~li:orni~ (Canners 
League), The Martin-Brower Company (~rtin-Brower), S~~ Corporation 
(SC~), California Manufacturers Association (CMA), Private carrier 
Conference of the American Trucking ASsociations, Inc. (PCC), Lucky 
Stores, Inc. (Lucky), Wilsey, Bennett Co. (Wilsey), California 
Trucking Association (eTA), and California Teamsters Public Affairs 
Council (Teamsters). In addition, many letters on the sUbject were 
received by ~~e Commission. 

Oral argument on the proposed ge~eral order was held 
~e:ore~COmmissione1Gravelle and Administrative ~w Judge 
on Febr~~ry 6, 19Sp at San Francisco~ ~epresen~a~ives of 
following organizations appeared and orally argued on the 
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the st~ff, Hunt-Wesson, Lucky, C~, CT~, PCC, Gene~al ~~ay~ge~ 
California Dump Truck Owne~s Assoei~~ion CCOTOA), ane Priva~e truck 
Council 0: Amc~ic~, Incor?ora~ed (PTCA). A~ the conclusion 0: the 
oral argument the presiding officer requested the filing of briefs 
on ~~e legal issues involved in ~~e proceeding, parti~~larly on 
whether the Commission has au~ority to effectively adopt the 
proposed policy. Briefs were filed by ~~e staff, Hunt-Wesson, 
~, Lucky, pee, Highway Carriers Association (RICA), ~uisiana
Pacific Corporation (LPC) , ~~d etA. 

The staff and parties re?~esenting shippers and private 
carrier associations ~ge the adoption of the policy. the 
Teamsters do not oppose the policy as long as subhauling is not 
pe~tted. CDTOA and General Drayage express doubts on the 
benefits to be derived from the policy. CTA and RICA oppose the 
adoption of the policy, particularly on legal grounds. 
Background 

• In administering the licensing provisions of ~~e Highway 
Carriers Act (ECA) the Commission historically has taken ~~e poSition 

• 

. 
that a corporation was required to obtain operating authority from 
~he Commission before hauling the property of ar.o~~er corporation 
regardless of ~~e affiliation or degree of affiliation between the 
twO corporations. For example, while PC Code Sec~ion 3511(b) 
exe~pts " (p)ersons or corporatio~s hauling their O'Hn pro?er~y~ 

from reg~lation ~~der the HCA, ~~e Commission has never previously 
recognized ~~a~ a parent cor?Ora~ion and its lOO%-o'~ed carrier 
subsidiary together constituted a single corpora~e enterprise 
co~ng within this exemption. ~ore than 22~ of ~~e oper~ting 
authorities issued by ~~e Comoission are held in the name of 
per=ittees affiliated in some degree 'Hith shippers. Most of ~~ese 
operating autho~ities are not restricted to CIa operations but allow 
hauling for the general public. 

In adminis~ering ~~e rate provisions 0: ~~e HCA and rate 
regulations ~e Commission has required a CIa operator~ like any 
other ?ermi~~ee, to confo~ to such provisions and regulations when 
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hauling for compensation the property belonging to another member 
of its corporate family. Compensation received by a CIa operator 
for such hauling was also held by the Commission to be taxable 
under the business license tax provisions (p,v Code sections 
4301-11) and to be assessable under the rate f~~d fee provisions 
(PO Code Sections 5001-11). As in the matt:er 0·£ licensing, the 
Commission, in the matter of rate regulation, did not recognize 
that a parent corporation and its lOO%-owned sUbsidiary togetner 
constituted a single corporate enterprise so as to free a Clrl 
operator from conforming wit.~ rate regulations or tc relieve it 
from liability for t.~e pa~ent of t.~e business tax or rate fund fee 
based on its compensation from CIR. Compensation received from 
transporting commodities which were administratively exempted from 
rate regulation was also sUbject to the business license tax and 
ra't:e fund fee. 

In Decision 90354 dated ~y 22. 1979. which was su?erseded 
by Decision 91861. dated J~e 3. 1980. the Com-ission. recognizing a 
need for regulato=y change, established a program known as reregulation, 
abolishing minim~~ rates for general freight and allowing carriers to 
se't: ~~eir own rates, subject to Commission review and review upon 
complaint. As will be seen, the reregulation program has prompted 
a new view of Section 3511(b). 

OIR 3 was also prompted by Congress' enact.~ent of sec~ion 9 

of the Federal ~otor Carrier Act, which amended 49 U.S.C. 10524 

to relieve inters1:ate CIH operators froz Interst:ate Co~~erce 
Commission regulation. OIR 3 was further prompted ~y staff"s belief 
that unifo~ty of federal and state sta~dards in respect to CI~ 
operations is desirable. 

Finally, as background, Chapter 983, Statu't:es of 19S0, 
amends the California Vehicle Code to require most operators of 
co~~ercial highway vehicles i~ this State to maintain public 
liability and property damage insurance at least at tbe levels 
required by the Co~~ssion to be maintained by highway carriers 
under its jurisdiction • 
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Contentions of the Parties 
We have s~~rized separately oelow the salient con

tentions of the staff, Lucky and CTA. The staff erie: and Lucky's 
brief reflect the combined contentions of the ?arties who favor 
adopting the pr.oposed p¢licy and crA.· s brief reflects th.e 
contentions of the parties who oppose ~~at policy. 

In its brief the staff contends, prL~rily, that ~~e ~CA 
was never intended by the Legislature to regulate transportation 
between m~~rs of a corporate f~~ly. The HCA, the staff 
asserts, was intended to only reg~late arm's-length dealings ~twe¢n 
corporations engaged in the business of transportation for tne 
shipping p~lic and, since dealings between members of a corporate 
f~~ily are not at arm's-length, the RCA was never intended to a9ply 
to CIR. It bases its contention on the wording 0: the preamble to 
the RCA {PU Code Section 3502)!1 and calls on the Commission to 
correct its previous erroneous application of the RCA to, CIR. The 

• staff points out ~~at ~~e reasoning which ap?arently led to the 
Commission's conclusion that the HCA applied to CIH--the desire to 
protect the integrity of the Commission's ~nimum rate system from a 
device to subvert it--no longer exists in view of ~~e Commission's~1 

1/ 

3.1 

• 

PO Code Section 3502 reads in part: ~The use of the ?~lic 
highways for the transportation of property for compensation 
is a business affected with a public interest. It is the 
purpose of ~s chapter to preserve for the public the full 
benefit and use of public highways consistent witA the 
needs of co~~erce without ~~ecessary conges~ion or wear 
an~ tear upon such highways; to secure to ~e people just 
and reasonable rates for trans?Ortation oy carriers operating 
upon such highways; and to secure full an~ ~~restricted 
flow of traffic ~y motor carriers over such ~ighways whic~ 
will a~equately ~eet reasonable public ~emands ~y ?rovidin~ 
for the regulation of rates of all transportation agencies so 
~at adequate and dependable service ~y all necessa~ 
transportation agencies shall oe ::l.aintained and tile 
full -.;.se of the ~ighways preserved to 'Ch; ~U::;ltiC .... " ~rt-" 

,/ !~ c· 
"Reregulation" proceedings have ~een completed for tank a~ci 
vaeu~~ truck co~~odities (see oecision/9~6~) and are in process 
or actively eonte~plated for all co~~odities sUbject'to ~ni=.~ 
rate tari:fs~ J r--~ t~7 f.::t ( ~ 1) 906- 6:3), 
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•• 
reregulation program abolishing the minimum rate system for general 
freight. The staff contends ~~e Co~~ssion is not prevented from 
ccanging its policy ...... here t...~e general welfare warrants such action, 
citing San Dieso v California Water a.-'ld Telephone Co. (1947) 
30 C 2d 817, 826, as stated in City of Chicaso v Federal Power 
Co~~ission (D.C. Cir. 1967) 385 F 2d 629, 637. The staff concludes 
that rate levies ~tween members of a corporate family are, in the 
final analysis, bookkeepinq tr~~saetions. Even cutthroat CIH 
~ansactions would not adversely affect tne transportation system 
or the availability of transpor~tion for the general public. . 

~ueky contends that PC Cod~ Section 3S1l(~),~1 when 
properly construed, exe~pts CIa from regulation by the Co~~ssion. 
It likens CIa to one division of a corporation hauling for another 
division and argues that regulating CIa blindly permits form, not 
substance, to determine the Commission's jurisdiction. Lucky sees 
no diffe:ence in regulatory significance between uansportation 

• performed by a corporation for one of its divisions or for a 
separate wholly owned cor?Oration a.~~ points out: 

• ~/ 

"In the former case, the corporation is likely to 
charge back a transportation fee from one profit 
center to another. In the latte: case, the 
subsidiary corporation is likely to pay a fee 
or cha:ge to its parent in ret~rn for the 
transportation services performed. In bot."l. 
cases, the trans?Ortation related expense will 
~e added to t.~e overall expenses of the 
corporatio~ 0: corporate :amily as ~~e case 
:nay be. In both cases, tile ultima 'te i..":1.pact 
of ~e transportation charges will be fel~ 
by ~e s~e person(s), i.e., by 'the person(s) 
holding the stock of the single corporation 
or ~eugh that corporation of the corporate 
:~ily as a whele... ~~en the overall co:porate 
reve~ues a~~ expenses are 'tallied, what is 
gainee by one corporation is lost by another, 
:esultinq in a wash •.• This Commission si~ply 
must find that there is no substan'tial justi:i
cation for engaging in regulation with ~o 
~ore impac't than to alter ~~e internal accountin~ 
entries of a corporate tamily." 

PU Code Section 3S11Cb) excludes persons or corporations hauling 
t."l.eir own property from ~"'l.e defini'tion of "highway carrier" and. 
so exempts such persons ane corporations fro~ Co~~ssion regula
tion ~der ~~e SCA. 

,. 
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Lucky foresees substantial benefits to be gained by exempting CIK 
from Commission regulation. They are: 

1. Cor~istent treatment for interstate and 
intrastate CUI. 

2. Elimination of substantial empty :tiles by 
CIR carriers. 

3. Improved fuel and other operational 
.(:J:" • e .... :J.cl.enc:J.es. 

4. Consolidation of shipments ~y CIa carriers. 
5. Allowing corporate families to assess realistic 

transportation charges. 
Lucky argues ~at even if the Commission at one ~me deter=inea that 
CIa was for-hire transportation it has the continuing authority to 
change ~~at dete~nation. In support of its argument it states: 

"If an agency decides that a law or principle 
which it has previously declared is now 
~~sound and ought not to be followed, neither 
estoppel, stare decisis, ~ judicata, or 
any o~~er doc~ine can prevent it :rom creating 
new law and applying it prospectively. Oavis, 
Administrative Law Text, 3rd Ed ?3S2. The 
constructl.on 0: ~~e statute ~y the agency charged 
with a~~nistering it, even though long-standing, 
is not binding on ~~at agency or its successors 
if thereafter the agency becomes satisfied that 
a different construction should ~ given 
Alstate Conser. Co. v. Durkin 345 o.s. 13, 97 L. 
Ed 745, 73 S. Ctp g65 ('more experience with 
the Act together wi~~ judicial construction of 
its sco~e convinced its administrators that 
~~e first interpretation was ur.justifiab1y 
narrow'), Americ~n C~icle Co. v. United States; 
316 U.S. 450, 86 L. Ed 1591, 62 S.Ct. iI44; 
Association of Clerical Em lovees v. S=o~~erhood 
0: R. & S.5. C er~s CA. I _) ~ F e ~, 
ALR 345; Fa:J.n naert v. Xoss, 295 ~-y 13, 64 
337; Utah Hote Co. v. In ustrial Com. 107 Utah 
24, 151 ?2d 467, 153 ALR 1176; Stillman v. Lynch, 
S6 Utah 540, 192 ? 272, 12 ALR S~2 (om:J.ss~on 
to assess canno~ control successors); 2 Am. J~. 
2d, ?63. ?rior administrative practice is 
a1wavs subject to change through exercise by 
the a~~nistrative agency of its continuing 
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rulemaking power. Commissioner v. P. G. Lake, 
Inc. 356 o.s. 260, 2 L. Ed 2d 743, 78 S. Ct. 691, 
Reh. Den. 356 V.S. 964, 2 L. Ed 2d 1071, 78 S. 
Ct. 991. This is because an administrative 
agency does not, as a general rule, exhaust 
its power to make rules and regulations by 
having made a particular enac~~ent. Con
sequentl~, as regards future action, there 
is generally no objection to modification, 
alteration or recision of legislative enact
ments previously ~de by an administrative 
agency. Helvering v. Wilshire Oil Co. 308 
u.s. 90, 84 L. Ed 101, 60 S Ct. 1d, Reh. 
Oen. 308 O.S. 638, 84 L. Ed 530, 60 S. Ct. 
292 (Treasu.~ Regulation); Arizona Grocery 
Co. v. Atchison; T. & S. F. R. Co. 284 u.s. 
370, 16 L. Ed 348, 52 S.Ct. 183 (Interstate 
Commerce Commission); Am. Jur. 2d, 
'Administrative Law' sect~on 310." 
Opposing staff and Lucky, CTA contends ~~e Commission 

ca~~ot by interpretation negate the licensing requirements of the 
PU Code nor create a new classification of business for licensing 
purposes; Industrial Communications Systecs, Inc. v. Public 
utilities Commission (1978) 22 C 3d 580 and Television Trans
mission, Inc. v. Public Utilties Commission (1956) 47 C 2d 82. Nor 
does ~~e Co~~ssion's program of reregulation (cancellation of 
minimum rates) allow the Commission to redefine the licensing 
statutes. CTA argues t.~at CIa is transportation 0: property for 
compensation and that the only exclusion from regulation allowed 
such an operation is if the transportation is in furtherance of the 
hauler's primary business enterprise other ~an transportation. 
The CIR proposal will allow a le~al entity, with no primary 
business enterprise interest in the property being transported, to 
avoid regulation even though its only interest in the property 
involved is to transport it for compensation. Further, CTA sees 
no increased efficiency or monetary or fuel savings in exempting 
CIH from regulation since t.~e involved property is currently moving 
either in proprietary carriage or in for-hire carriage. While 
tonnage diverted from for-hire carriage to eIH may increase th~ 
efficiency of eIH carriers, CTA believes it will do so only at the 
expense 0: a decrease in the efficiency of for-hire carriage. 
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Discussion 
We have decided to adopt the staff proposal because 

in our view, exe~?ting CIH from regulation will not change the 
current pattern of transportation in California in any mat.erial 
respect. For all intents and purposes CIa is proprietary 
transportation perfo~ed by one member of a corporate family for 
ano~~er. We can no longer permit fo~ to dominate over the 
substance of this transportation. Once the parent company AaS 

committed the necessary investment in equipment and facilities and 
has created the personnel structure to operate and manage an 
intercorporate transportation system, it is committed to use that 

system. The property hauled is not, as eTA contends, being 
hauled for compensation, i.e., for the sake of revenue generation. 
The corporation does not "make coney" at all. The property is 
hauled because the corporate parent directs that it be hauled. The 
"charges" involved are mere bookkeeping entries, as they transfer 
funds from one corporate poci:et to another on, so to speM, the 

same corporate pair of pants. 
Exempting CIa from rate regulation would have no adverse 

impact On shippers competing with the corporate family involved in 
ClE, as CIa payments remain wi~~in ~~e corporate f~ily. There is 
no more iQpact thari any other fo~ of proprietary 
operations. This order would similarly have no adverse impact on 
for-hire carriers as they would not enjoy the CIR trans?Oration in 
a.ny case, whether the traffic is rate-exempt or not. We stress again 
~~t ~~s order merely simplifies the corporate arrangements 
necessary for proprietary operations. Licensing requirements woulcl 
have no direct impact on competing shippers or upon for-hire 
carriers since minimal license fees do not constit~te a significant 
component in transportation costs. ~o ~tter whether property moves 
in for-hire carriage or CIE: traffic, the transportation cost must 
still be rolled into the ultimate cost of ~e product. Hence there 
is no significant competitive impact from this decision. In sum, 
this order places corporate families' proprietary operations on ~~e 
same footing as Single corporation proprietary operations. 
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We recognize that circumstances surrounding CIR have 
substantially changed since the RCA was enacted r and since we 
made our initial determination that CIa was sUbject t~ that 
stat~te. The multiple a~cl complex intercorporate relationships such 
as those underlying CIa did not exist to any great extent when 
RCA was enacted. The Co~~ission interpretation that CIa required 
a permit and was subject to minimum rates was largely premised 
on the perceived need to protect the integrity of the minimum 
rates, as well as to ensure that all for-hire carriers had adequate 
pu.blic liability and property damage insurance. Also, CIK 
contributed a share of the taxes needed to ~intain our enforcement 
and rate-setting activities, through payments to the Transporation 
Rate Fund. 

Since our original construction. 0: § 3511, the 
circumstances' surro~eing CIa h4ve materially c~~ged. The 
circumstances under which the Commission previously made CIa 
subject to re~~lation were based on the simpler corporate structures 
existing at that time. Complex corporate structures have gradually 
evolved as a 'result of the many corporate mergers and acquisitions 
occurring in recent years. ~o examples of ~~s phenomenon 
in these proceedings were Lucky Stores, Inc. and Hunt-Wesson Foods, 
the latter of which is a subsidia.~ of Norton Simon, Inc., a h~ge 
conglome::ate. 

We r~ve embarked on a program of rate reregulation looking 
to a time when carriers make their own rates subject to ce::~in 
regulatory restraints. We have cancelled mini~um rates on general 
commodities and have entered into a transition period in the ::ate 
reregulation ?roqr~. All parties agree that there is no need to 
regulate CIH in order to protect ~e integrity of the ~nimum rates. 

The need to require regulation of CIH t~ ~ns~re that 
CIR carriers maintain adequate public liability and property daoage 
ins~rance no longer exists, as all commercial vehicle operators must 
now ~intain public liability and property damage insurance in ~e 
same ~nim~~ ~ounts that we require for :o::-hire carriers • 
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The Transporation Rate Fund has excess funds and there is 
no need for contributions to that fund from CIR. 

~o reasonable regulatory purpose is now served ~y 
regulating CIa as for-hire carriage. 

eTA alleges that ~e statutes require that we license 
CIS operations. We have required permits of CIa operators in the 
past based on our long-standing interpretation of §3S11. That 
Section reasonably can be interpreted to exclude CIa from the 
defini tion of highway carrier. When circumstances change, 
aeministrative agencies may give a different construction to a 
statute if ~~e agency is satisfied that its first interpretatio~ 
is no longer useful, appropriate or necessary. It is clear from the 
record in this proceeding that circumstances have changed since our 
initial construction of §3Sll andthat a changed construction that 
would exclude CIa from the definition of highway carrier is now 
appropriate • 

Additional reasons for exempting CIa from regulation 
are the following: Exemption of CIa will achieve a. uniform and 
consistent regulatory approach to CIa on bot.~ the interstate 
and intrastate level. The flexibility of operations resulting from 
the ability of CIa carriers to combine interstate and intrastate 
shipments in ~~e S~e vehicle and to transport an intrastate 
shipment in one direction in combination with an interstate shipment 
in an opposite direction promotes more efficient transportation 
services. 'This advances the Co~ssionts Energy Efficiency ?l~~ 
adopted in D. 92541. 

W~"'~b:e:=exez?tio=b;;o::"-y'~~o:O=:Cl:.e~",,=~sD~ 

~.~~n-eo:n eri~f:-O.rW,y=; f t:Oe...CTH.--canr.i,;eox~aoge5 ~e!Xr:~r.ifEj;:? 
...:.i~.a-ci:oIIS. For reasons of operating convenience and 

efficiency or to provide service to ~~affiliated suppliers or buyers, 
CIa carriers often have engaged in for-hire carrier operations as 
hiShway co~~on carriers or highway contract carriers. All for-hire 
operations continue to be regulated by this Co~~ssion and require 
observance of filed tariffs or contracts • 
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For those operators ~~t engage ~j~in CIR, 
the exemption clears away those regulatory restrictions which 
prevent purely proprietary trucking operations to be conducted as 
such. The establis~~ent of ~s exemption is a fur~er step in the 
Co~ssionts continuing program 0: el~~inatinq unnecessary regulatory 
restraints on the free market system in trans?Or~4tion. 

Currently, when CIR carriers engaqe in for-hire operations, 
they often employ subhaulers to ~rform the actual transportation 
service for the public. We caution CIH carriers that when operations 
are conducted ~~der ~~c exemption granted in this proceed~nq, they 
may not employ sUbhaulers to perform the service. If any outside 
hauler is used to perfo~ ~~e actual intercorporate trans?Ortation 
service, such carrier is a prime carrier in a for-hire capaeity and 
must hold operating autnority from ~~e Commission. Such carrier 
must observe the minimum rates where applica~le or the otherHise 
applicable published tariff or contract rates for all transportation 
services performed for the corporate shipper • 

We have reviewed the level of the filing fee paid for 
registration of CIH operations. This filing fee 0: S150 is the same 
as the fee for the transfer of a highway permit or certificate. The 
full cost of a~~nistrating and enforCing the exemption should be 

borne by the exempt carriers as ~~ey would pay no other fees to 
the Co::unission.. 
Findincs of Fact 

1. O:R 3 was insti~uted as a rulemaking proceeding to 
consider ~~e adoption of a policy which would gra.~t CIa relief from 
~~e need to obtain highway carrier operating authority and to 
observe rate regulation. 

2. A copy of the OIR, along with a proposed general oreer to 
L~ple~ent the policy, was mailed to all highway carriers and ~own 

interested parties and organizations. 
3. Interstate CIR operators recently were relieved from 

having to abiee by the cer~ificate and rate provisions of the 
Interstate Commerce Act • 
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4. Twenty-t-..... o percent of the operating aut."'orities issued DY 

the Commission are held in the n~e of shipper-affiliated permittees. 
5. The Commission historically has considered CIS: to De 

subject to the operating right and rate regulation provisions and 
to the ~usiness license tax and rate fund fee provisions of the PO 

Code. 
6. The property transported in CIS: service is property 

owned DY the CIa carrier or a member of the same corporate family. 
7. The overall corporate family revenue and expenses are not 

affected ~y the level of intercorporate charges paid for CIR. 
8. No preference or discrimination results where a CIa 

carrier charges its corporate affiliates l,ess_ t."'a."l the othe~ise J~~z;..:.. 
~J.,.. j.C) p·~o"-flr.--l""""""" r-T' ../ 

legal rate, since a CIa carrier,AOaf-f.e.r-s--se.:.J...i<'-e to--no-on:e el--s-e- I¥y':;:::;;:;'~ 
9. Little or no diversion of traffic from independent for- I ~ 

hire carriers to CIR operations is anticipated to result from 
relieving CIR carriers from regulation under t."'e H~ • 

10. No benefit from a public regulation standpoint is achieved 
by requiring CIR carriers to aoide by o?erati~9' right and rate 
provisions of the PO Code when hauling for a me..""lber of its corporate 
family. 

11. The circumstances surrounding CIH have ~terially changed 
since the commission initially i~terpreted ~"'e RCA t~ require 
rate and licensing regulation of CIH, in the following respects: 

(a) Corporate strUctures have become 
more complex resulting in more conglomerates 
consisting of many corporations engaged in 
diverse enterprises; 

(b) The Commission has embarked on a 
program of rate reregulation with t."'e ultimate 
objective of carrier-made rates replacing 
mini."':I.t:m rates. In i."':I.plementing t.. ..... at program, 
general co~~odity minim~ rate tariffs have 
been cancelled • 
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Cc) The preponderance of intrastate 
motor carrier transportation involves general 
commodities, for which ~~ere are no longer 
any minimum r~tes. 

Cd) CIa has been exe~pted from ICC 
regulation on the fe~eral level, and there is 
need for uniformity of regul~tion 0: CIa 
transportation at the federal and state level 
to avoid conflicting rates and so that CIa 
carriers can fully realize the efficiencies 
resulting from the federal action. 

12. No competing shippers or carriers will be adversely 
affected and no detriment from a public regulation s~n~point will 
ensue by exempting commodities mOving in CIa service :rom 
regulation established un~er the PO Code. 

13. CIa carriers should not be ?e~itted to use subhaulers 
for the transportation of property moving in CIa service. 

14. The provisions of the general order attached at Appendix A 
are reasonable, necessary ~~d appropriate for CIa traffic. 
Conclusions of Law 

1. Our prior construction of the PO Code (particularly 
RCA §3Sll Co) is !lO longer appropriate and a different construction 
now should be given to §3Sl1Cb) because of -:he changed circ\l:mStances 
set :or~~ in the above fin~ings. 

2. It is reasonable to construe §35ll(b) to exclude CIa 
from the eefinition of highway carrier set forth in §3511, as CIa 
involves persons or corporations, through their own trucking operations, 
hauling their own property. Where a carrier operation or carrier 
corporation 100% owned by a paren~ corporation hauls property of 
another corporation 100% owned by the s~~e ?arent~ it is hauling 
its own property within %he m~n~n~ ~:~ §35l1(b). /Accordingly, CIS 

~......:::;:~ ~{!,)~~/,,;,-j-... 
operatio~s are4ex~=pt from Co~ssion regulation. GI ~~~ 

-14-



• 

• 

• 

OIR 3 ALT/COM/RDG 

3. No useful regulatory pu.-pose is served by continuing 
the re~uirement that CIR carriers obtain operating authority 
from this Commission or that they observe minimum rates. 

4. !he exemption of CIR fro::l the rate and operating right 
provisions of the PU Code will result in no Wldue or unlawful 
discrimination nor will it adversely affect other shippers 
or carriers competing with the CIH corporate faoily. 

S. !he Commission should p by general order. relieve CIa 
carriers from having to abide by the rates and operating right 
provisions of the PU Code. 

6. The general order attached as Appendix A will achieve 
,r;.o... 

the purpose of relieving CIR'~..-rriers from having to abide by the 
Commission's regulations established under the PU Code when 
hauling for me~ers of its corporate f~ly. 

7. !he general order attached as Appendix A should be 
adopted by the Commission • 

ORDER - - - --
IT IS ORDERED that: 

1. General Order 146 as set forth in Appendix A is 
adopted to become effective October 19, 1981. 

2. !he Executive Director of the Co~ssion shall cause 
a copy of General Order 146 to be served by mail on each 
highway carrier of property holding a certificate or a pe~t 
issued under the Public Utilities Act. ?ub1ic Utilities Code 
DiviSion 1. Chapter S or the Highway Carrier's Act, ?UOlic 
Utilities Code Division 2. Chapter 1 . 

-lS-
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3. 
copy of 
in this 

Al.'!/CO}!/RDG 

!he Executive Director of the Cocmission shall cause a 
this decision to be served on each party of record 
?:"oceee:-:.ng. 

This order becooes effective 30 davs f=o~ today. 
Dated AUG 181981 . at S~n Francisco. 

California . 

ommiss-ioners 

-l6-
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1. 

A?P~"DIX A 
Page 1 

General Order 146 

POBLIC trrltI'XIES CONMISSION OF THE STA'XE OF CAI.IFO:R..~IA 

ROLES IMP~~~ING COMPE~SA~ED I~'XERCORPORA'XE ~OLING 
~ION FOR aIG~ CARRIEa5 OF PROPERXY. 

Adopted ¥ 4i 17ft. -Effective @.~ '& mi· 
DelJ.,sion 'f?/i7A"in OIR 3. 
/ ~ ~ f-</'..//.A..V-.J.. . 

Carriers/sub~ec~ to ihis orQer= This General order ap?lies 
to any ~r:e:tfO:i that engages in transportation of ?roperty 
for compensation over the public highway for another cor

.poration when ~~e carrier and the corporation for which the 
transportation is provided a:e me~ers of the same corporate 
family. 

2. Definitions: (a) Corporate Family means a parent corporation 
ana all subsieiary corporations in which the parent corporation 
owns, directly or indirectly, a 100% interest. (b) Compensated 
Intercorporate Hauling (CIR) means t.:an.sportation of property 
for compensation over the public highways by a corporation for 
ano~~er corporation when ~th such corporations are me-~rs 
of the same corporate family. the definition of the word 
"corporation H is set out in Public Utilities Code Section 3507. 

3. Scope: Compensated transportation service by a member of 
a corporate family for other members of ~~e ~e corporate 
family (Compensated Intercorporate Hauling) is exempt from 
Commission transportation rate and operating authority 
regulation established under provisions of the Public 
Utilities Code, subject to notice requireme~ts- ~o qualify 
:or the exemption., companies must l:le :ne~rs of the corporate 
family in which the parent owns, directly or indirectly, 100% 
interest in the sUbsidiaries. 

4. AEplicability: Highway carrier operations ~~der the CIa 
referree to ~n paragraph 3 ~y commence on the date the 
notice required by this General Order is filed with the 
CoIMnission • 



• 

• 

• 

OIR 3 AI.T/COM/ROG 

APPENDIX A 
Pa;-e 2 

s. 'Notification: Whenever a corporation seeks to initiate exempt 
CIH it shall submit the following statement to the Commission's 
Transportation Division: 

~~OTICE OF INTENT TO ENGAGE I~ COMPENSATED 
INTERCORPO~TE HAULING OPERATIONS AS 

AUn-:ORIZJ::D BY GJ::Nl:."'R.AL ORDeR. 146 

"This is to provide notice as required by General Order 146 
that ~e ~~ed corporations intend t~ provide or use 
compensated intercorporate haulin;- oper~tions as authorized 
in such ;-enera1 order. 

"1. Name 'of parent corporation and address of 
principal office • 

"2. Wholly owned subsidiaries whic~ will partici
pate in the operations, and address of their 
respective principal offices as listed below: 

"a. 
"'0. 
"c. 

"All notices shall be submitte<i by the parent of the cor
porate family, by or for whose members proposed compensated 
intercorpo::ate hauling oj?erations are to be perfo::ned.. The 
notice shall include the followin~ affidavit from a person 
legally qualified to act on behalf of t.~e parent corporation: 

t I affirm that 
is a corpora ti~o-n-w"ru."""'c'l'"'h-O:Od""J.~r"'e~c"'t""l'l-y--o"'r--'J.-n-c:.~i-r"'e ... c ... t .... ii""'y-o ... wn ........ sa, 
100% interest in the subsidiaries participatin~ ~ ~ 
compensated intercorporate hauling under General 
Order , listed in the a ttaehed notice." 

6. Changes in Participation in CIa: 

ar If the parent intends that an additional subsidiary 
participate in CIR, it must file an updated notice • 

, 
" 
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b. Whenever ~~e interest which a corporation owns in 
a subsidiary participating in CIH becomes less than 
100%, operations under General Order 146. by or 
for that subsidiary, must be discontinued at once, 
and the parent must file an updated notice within 
10 days. 

7. Filing Fees: A notice required by General Order ~o. 140. 
to engage ~n compensated intercorporate hauling or to change 
such notice on file wi~~ the Commission shall be accomp~ied by 
a fee of S150. 

8. Engage~ent of Subhaulers: Subhaulers as definec in General 
Order Ser~es 102 shall not be engaged to provide transportation 
services subject to this General Order. 

9. Daily Calendar: Notices of Intent to Engage in Compensated 
Intercorporate Hauling Operations and any changes shall be 
listed in ~~e Commission~s Oaily calendar. 

Dated , at San Franc:i:sco·,· California. -------------------------

(E~~ OF A?PE~DIX A) 


