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Decision No. _ 81518 ‘ @RB@UNA&:
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
In the Matter of the Investigation §

into the rates, rules, regulations, _ .
charges, allowances, and practices . . :
of all household goods carriers, Case No. 5330, OSH 68 ,
common carriers, highway carriers, (Filed November 21, 1972)
and city carriers relating to the - .
transportation of used household

goods and related property.

(Appearances are shown in Appendix A of Decision No. 81138)
Additional Appearances

Ralph E. Rose, for City Transfer and Storage
Company; James F. Bartholomew, R. L. Reeves,
and Gerald Evans, for Lyon Moving and
Storage Company; Robert S. Ford, for himself;
and John J. Canova, for Canova Moving and
Storage Company; respondents. 4

Rex S. Hime, for the State of California, Depart-
ment of Consumer Affairs, interested party.

OPINION

This proceeding was initiated in response to House
Resolution No. 57 of the Califormia State Assemblyiwhich requested ,
the Commission to investigate the problems associated with deliberate

underestimattng by household goods carriers as a competitive
practicesé- ’ '

L/ House Resolution No. o7, appearing in the Assembly Journmal of
May 22, 1972, reads, in part, as follows:

"Resolved by the Assembly of the State of Californmia, That
the Public Utilities Commission is hereby requested to
accumulate evidence involving its experience under its new
estimating rules; to institute proceedings concerning the
problem of deliberate underestimating by household goods
carriers; and therefrom to develop regulations and oxders
which are designed to eliminate deliberate underestimating
as a competitive practice; and be it further

"Resolved, That the Commission is requested to complete its
investigation and to prepare and issue orders and regulations
designed to eliminate deliberate underestimating b{ household
goods carriers as a competitive practice by March 15, 1973."

-1~
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The Assembly requested that the Commission issue an order
by March 15, 1973. Following public hesrings in January and: Februaxry,
the Commission issued an interim order (Decision No. 81138 dated
March 13, 1973) establishing additional rules in Minimum Rate Tariff
4-B QMRT 4-B) designed to eliminate the practice of deliberate
underestimating by household goods carriers. That decision describes
in detail the additiomal proposals of the Commission staff designed
to eliminate other problem areas associated with the estimating
practices of household goods carriers and set further hearings for
the receipt of evidence on said proposals.g/ . ‘

27 It s the staff position that In order to e¢liminate the problems
Telated to underestimating, taxriff revisions in addition to those
directed specifically to deliberate underestimating are required.
These rule changes are as follows: '

(1) On shipments for which an estimate has been issued
by the carrier, the carrier shall assess (a) on
distance movements no more than the amount of the
estimate plus 10 percent or $25 (whichever is greater)
and (b) on hourly moves no more than the amount of the
estimate plus 25 percent oxr $25 (whichever is greater),
Plus all charges resulting from any Addendum Ordex fox
Service; or the total charges resulting from application
of the rates and charges agreed to in the Confirmation
of Shipping Instructions and Rate Quotation issued for
the transportation services covered by the estimate and
any Addendum Order for Service, whichever is lower,
(Proposal 11 in the staff report.)

Provide that estimates can be furnished only in writing
and only after visual inspection. Oral estimates would
be prohibited. (Proposal 12.)

Establish standaxds for the preparation of accurate
estimates. (Proposal 13.)

Publish, on a quarterly basis, a report of the number
of underestimates and total estimates made by individual
household goods carriexs, as a basis for evaluation and
selection of caxriers by the public. (Proposal 14.)

Provide that household goods caxxicrs may accept credit
-cards as payment for services, on an optional basis.
(Proposal 15.)

Require monthly reporting of all underestimates, in-
cluding estimates for hourly moves. (Proposal 16.) (This
Proposal was deleted during the course of the second
set of bhearings because, upon further amalysis, it became

apparent that wonthly repoxting could not be accomplished
with available staff. '
-




C.S330,0$H6’a£ S T

Further hearings were held before Examiner Méllory‘ in
San Francisco on April 30, May 1 through 4, and May 15 and 16, 1973,
and the matter was submitted. In this phase of the proceeding
evidence was received from witnmesses for fifteen household goods
carxriers and by a witness appearing for the Califormia Moving and
Storage Association (QMSA) 3 . | o

The carrier witmesses selected by CMSA totestify .
assertedly represent a broad cross-section of the household goods
carriers operating in the State. Witnesses appeared for four large
household goods carriers which engage primarily in operations in
excess of 50 miles; for several carriers which engage primarily in
transporting local moves (S50 miles or less); and for carriers which
engage in special fields such as movement of compléte offices and
movement of fragile office machines (computers, auxiliary computer
bardware, and copy machines). _ :

The carrier witnesses presented evidence bearing on the
staff proposals described in footnote 2 (page 2), and on the use of
the Addendum Order for Service document which was incorporated in
the rule changes adopted in Decision No. 81138. The testimony of
the carrier witnesses also was directed to the complaints received
from public witnesses in the initial series of hearings, and to
explanations of the basis for the underestimates reported to the

Commission covering transportation conducted in the second and third
quarters of 1972. -

3/ in the imitial phase of the proceeding, evidence was presented
by two witnesses appearing for the Commission staff; by
witnesses appearing for the County of Orange - QOffice of Consumer
Affairs, the Sacramento County Consumer Protective Bureau, and
the Public Interest Law Center; by tbree members of the public
who testified concerning problems arising from household goods
moves; and by £ive household goods carriers, three of whom were

testifying on behalf of the Califormia Moving and Storage
Association. - o ,
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The several carrier witnesses appearing for CMSA opposed
all of the proposals of the Commission staff that remain for con-
sidexation in this phase of the Proceeding, as well as the require-
ment for an Addendum Order for sexvice document established by the
“order in the interim phase of this proceeding. |

At the conclusion of this phase of pProceeding, counsel for
CMSA summarized the position of that association with respect ' to
the staff proposals which remain for consideration. The position .
of the association expressed at the conclusion of the hearings differs:
in several respects frem the-position-expressed‘by individual carrier
witnesses.

The background of the proceeding, the proposals of the
Commission staff, the evidence adduced in ¢onnection therewith, and
the positions of the parties will be discussed under appropriate
topic headings, ‘ . L
The Need for Estimates | .

The average householder has occasion to move from one
Tresidence to another only once in several years. It is axiomatic
that the householder is unaware of the terms and conditions and
sexvices offered by household goods carriers. The householdex
genexrally relies upon the representative of the carrier for in-
formation on thege subjects. :

An estimate of the probable cost of services is a

tool to the shipper in determining the services desdired
o be performed. Based on the Information in the estimate, the
shipper can determine whether it is ecomsmical to use a for-hire
carrier or arrange to transport the goods himself. If he decides to
use a carrier, he can determine whether it is more economical to
dispose of part of his goods rather than to ship them and can also
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determine whether to pack some or all of the goods or have}thg
carrier do the packing. More importantly, the estimate shows the
probable total cost of the transportation services and indicates to
the shipper the amount of money he must have on hand to pay for the
transportation services when the goods are delivered. . ‘

It is apparent that the furnishing of estimates of probable
cost of service serves several useful purposes and is beneficial
to the shipper. No one advocated discontinuance of the practice of
furnishing estimates by household goods carriers. The proposals
of the Commission staff and suggestions by other parties are
designed to eliminate the abuses involved in estimating-
Underestimating

This Commission and the Interstate Commerce Commission
have promulgated xules and regulations governing estimating'
practices of household goods carriers.

The most recent order of this Commission is Decision
No. 79571 dated Jamvary 11, 1972 in Case No. 5330, OSH 49. That
decision, among other things, (a) provided that estimates on distance
moves (ovexr 50 miles) shall be inm writing and shall follow visual .
inspection of the goods, (b) required reporting of written‘estimates,
and (¢) provided that credit shall be extended for the amount of
the underestimate whenever the final charges exceeded the estimate
by 10 pexcent ox $25 (whichever is greater) on distance moves, and by
25 pexcent oxr $25 (whichever is greater) on local moves.

For the purposes of Presenting data in this proceeding,
‘the Commission staff assumed that underestimates on distance moves
axe those on which the final charge exceeds the estimate by 10
percent ox $25 (whichever is greater). The reports f£iled by house-
‘hold goods caxriers covexing transportation services conducted
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during the second and third quarter of 1972 were analyzed by the

staff in Exhibit 68-1. That exhibit shows that there continues to

be a substantial number of underestimates. The data in Exhibit 68-1 -

3pplicable to the nine largest carriers (based on total gross

Tevenue) show the following: | 1
TABLE 1

Analysis of Reports of Underestimates
Filed by Household Goods Carriers

Nvmber of Col. (4)
Diccance™ Wricten Cudexr- as %
Shi-ments Estimates Estimates Col. (3)
©) (3) (€ N )
Bekins Moving & Storage 6,942 3,347 985 - 29.4 |
Lyon Van & Storage/ 1,407 635 161 25.3
Pacific Van & Storage 738 147 S22 1500
Dewitt Transfer & Storage 67 34 1. 32.3
Chipmen Moving & Storage 183 15 - 30 26.1
Allied Van Lines 1,412 - 407 91. 224
Nacal : 1,937 615 186 30.2
U. C. Moving Service 312 109 32 29.6
Republic Van & Storage 346 116 43 37.1
1/ Lyon Van Lines, Inc. and Lyon Van & Storage Co.
It is apparent from the data shown in Table 1 that under-

estimates frequently result under regulations in effect in the
second and third quarter of 1972, S
Underestimating can be used as a practice to secure E
business, for the reason that the shipper usually employS'the:carrier‘
that furnishes the lowest estimate. Uninfbfmed“shippers.believef‘
the estimate to be a firm price and do mot understand that charges
will be based on the actual weight transported or number of hours'
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Tequired to perform the packing or other accessorial services. This
proceeding is directed to the adoption of rules that will prevent
underestimating as g competitive practice, and will provide to

shippers all the information they require concerming their
Tesidential moves.

Addendum Oxder for Sexrvice

Interin Decision No. 81138 established the require-
ment for the issuance by the carrier of an Addendum Order for
Service document to cover additional sexvices required or requested
by shippers and not covered in the carrier's original estimate. |

Testimony and exhibits were fatroduced by respondeht
carriers to explain the reasons for the underestimates in Exhibit

=1l. The reason advanced most often as the basis for the under-
estimate was that the shipper added articles to the shipment after
the estimate was prepared, or that the shipper requested: additional
packing or unpacking not covered by the original estimate.

Testimbny was received from carrier witunesses that;they
had issued instructions to their employees and agents to fmplement
the use of the Addendum document. These witnesses‘s:ated,that3they
could foresee difffculty in the use of this document; but, inasmuch
as they had little experience with its use, they could refer to no
actual incidents where difficulties had arisen. _

The Addendum Order for Service document is designed to
eliminate underestimates arising from the request for additional
sexrvices by the shipper and thus should eliminate the greatest
cause, In the eyes of the carriers, for underestimates. '

With the elimination of underestimates caused by action
of the shipper, it is reasonable to assume that the Temaining
underestimates result from actions of the carrier. The proposals
of the staff discussed hereinafter are directed to underestimates
Tesulting from the latter cause. S
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Estimate as the Maxfmum Charge

The Commission staff witness.proposéd‘the-fbllowingfnewf
tariff rule:

Delivery when Actual Charges Exceed Probable
Cost of Services. On shipments for which a
probable cost of services has been issued by
the carrier, the carrier shall assess and
collect no more than either the total amount

of the probeble cost plus 10 percent or $25.00
whichever is greater, on distance moves or, on
bourly moves 25 percent, or $25.00, whichever is
greater, of the probable cost of services for
transportation, accessorial sexrvices and
materials it provides, plus all charges result-
ing from any Addendum Order for Sexrvice; ox the
total charges resulting from application of the
rates and charges provided in the tariff fox
transportation and accessorial sexvices.

The foregoing rule, in effect, requires that the carrier
assess no more than the final estimate plus an allowable overage of
10 percent on distance moves and 25 percent on hourly moves.

The staff witness testified that the purpose of the rule
is to increase the accuracy of carrier's estimates and to penalize
the carrier for gross imaccuracies in making estimates.

The staff witness stated that current estimating rules
established in Decision No. 79571 did not result in reducing the
incidence of underestimates. It was his conclusion that under-
estimating would continue unless the Commission established sanctions
against the carrier for its underestimates. The staff witmess
concluded that most appropriate form of sanction was to place a
ceiling on the amount that the carrier could assess, and that the
appropriate ceiling is the amount of estimate (plus the‘alloWable

. overage, and the charges on the Addendum Order for Service).
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In its closing argument CMSA agreed that penalties for
underestimating are appropriate, but proposed a different solution.
CMSA urged that the Commission raise the allowable overage frowm 10
percent to 15 percent on distance moves, and that the carrier be
penalized for an underestimate by paying a fine to the General Fund
in the amount that the actual charges exceed the estimate (plus the
allowable 15 percent overage, and the charges on the Addendum Oxder
for Service).

The principal reasons advanced by CMSA for this proposal
is that it will protect the minimum rates for household goods: trans-
portation while providing a pemalty for underestimating, and that
the staff proposal would allow unscrupulous carriers to continue
to use underestimating as a competitive tool and would not prevent
such carriers from undercutting the minimum rates. ‘

The Public Interest law Center and other consumer groups
supported the staff proposal as the best means of reducing. del:tberate
underestimates,

The parties to this proceeding are in agreement that a
Penalty must be provided in order to provide an incentive to carriers |
to provide accurate estimates to shippers. Our purpose, then, is _
to select an appropriate penalty which will minfmize underestimates.

We believe that the proposals of the staff and CMSA have
werit, but each also has infirmities. The proposal of the CMSA would
not provide sufficient inducement because it would merely deprive the
carrier of the amount he should bave collected, but no more. A fine
of the difference between the underestimate and the minfmum rate vqui.xlc}‘
deprive the carrier of xevenue he would forego by his umderestimate
plus an added amount from his own pocket.
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The proposal of the staff has a serious defect in that it
could readily be used as & tool or weapon to defeat the minimum rates.
A sinilar proposal was considered by the Commission In OSH 49.
Decision No. 79571 found that establishing the estimate, or 110 per-
cent of the estimate, as a firm price from which the carrier cannot
deviate {s an indirect attack on the minimum rate structure and would
éncourage rate wars. However, if the estimate (plus an allowsble
overage) is established as the maximum that the shipper must pay and
the carrier is penalized the difference between that amount and the
charges under the minfmum Tates, the ability to use the underestimate
as a tool to defeat the minimum rates would be removed.

In our view, the purpose for the establishment of additional .
Tules concerning estimating is to protect the shipper from paying
charges substantially exceeding those which would accrue under the
carrier's estimate, Therefore, the allowable overage for error on the
estimate should be reduced to 2-1/2 percent or $15, whichever is
greater, on distance moves and 10 percent or $15, whichever is
greatex on local moves. This would decrease the difference between ,'
the estimate and the final charges, and thus increase the amount of
penalty against the carxier for an underestimate.

Standards for Estimating

The Commission staff urged that standards be set for the
pxepu'ation of estimates. As part of this proposal, the staff pro-
posed and the Commission adopted in its interim order, a requ:!’.rement
that seven pounds per cubic foot be the lowest density that could be
used as a multiplier when using the "cube sheet' prov:[ded in the
tariff. OCMSA urged that this multiplier be set at eight pounds per
cubic foot. There 1s no evidence fn the record to show that CMSA's
proposal would be reasonable; therefore, it will not be adopted.

The Coumission staff witness also presented suggestiouns
concerning the employment, training, and supervision of estimators
(Exhibit 68-4). It was not shownm that 1t is necessary at this time
for the Comumfssion to supervise in detail the activities of the
estimators employed by household goods carriers. The suggescions nade
by the staff along such lines will not be adopted herein.

-10-
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Specialized Services \

MRT 4-B applies to used office and store fixtures, in-
cluding furniture, furnishings, and equipment such as used in an
office, store, hospital, library, museum, place of learning, or
other institution. [Item 20, paragraph (a)(2)].

Certain household goods carriers specialize in the trans-
portation of office, store, and institutional furniture and fixtures.
Carriers who engage in this tramsportation testified that the
sexvices performed in connection therewith differ naterially from
the sexvices pexformed in connection with residential moves, and
that the shippers are industrial or commercial firms which have
traffic managers who are familiar with transportation costs and
sexvices, : : : :

When entire offices are to be moved, extensive preplannins |
is necessary. Genmerally such moves are made after regular working
hours of the firms' employees. Goods to be moved are marked for
pPrecise placement in the mew location. The estimates, if any,
fuxnished by the carrier, often are for budgeting purposes only.

Other car_riers specialize in the movement of large office
machines such as computers and related hardware, and document
reproduction machines. These machines are delicate and require
special handling in connection with dismantling and reassembly.

Often special equipnment- is necessary. Estimates are not generally
required for these types of moves.

The carxiers engaged in specialized services showed that
these services are substantially different from the movement of
the household goods and personal effects of individuals from and to
Tesidences, and that the additional rules proposed by the Commission -
steff are not appropriate for such special services. Therefore,
the discussion of evidence which follows and the rule changes

adopted herein will not apply to the trampomtion of off:tce, st:ore, ‘
and institutional furniture and fixtures. ‘
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Written Estimates - local Shipments '

Item 31 of MRT 4-B provides that upon request of the
shipper the carrier shall give the shipper a statement of probable
costs of service (estimate). For distance moves (over 50 miles)
all probable cost of services must be in writing and be issued om
prescribed forms, and the probable cost of service must be based on
visual inspection of the goods. For local moves under hourly rates
the probable cost of service need not be given after visual
inspection of the goods and the requirement for a written probable
cost of service can be complied with by noting the probable cost
of service in the Confirmation of Shipping Instructions and Rate
Quotation document.

The Commission staff proposes that if probable costs of
service are given on hourly-rated shipments such estimates must be

ia writing and may only be issued after visual inspection of the
goods.

The position of CMSA is that the rules established in our
preceding investigation of estimating practices (Decision No. 79571
dated Jamuary 11, 1972 in Case No. 5330, OSH 49) are adequate to
protect the public and that no changes in said rules are required.
' CMSA iterated the position of that association taken in -
OSH 49, as set forth in the maxrgin, concerning the furnishing of
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written estimates after visual inspection on hoﬁ:ly-rated ship-'
ments.é/

In support of the proposal regarding w:i:ten estimates_for 
local moves, the staff witness testified that the adoption of the
proposal would eliminate oral estimates which are most inaccurate,

%7 Eﬁe §8§%owingkappears at mimeographed pages 22 and 23 of Decision
O. 1: ‘

"CMSA asserts that regulation of estimating on local moves
is impractical and would impose unfair hardships on both
shippers and carriers. It argues that where the average
Tevenue from a local move ranges from $52 for some
companies to $140 for other companies, it is impossible
to estimate, with sufficient accuracy, the final cost in
any given move. CMSA cites the various imponderables
discussed above, such as traffic congestion, traffic
accidents, shippers changing their minds as to the amount
of goods shipped and packed, etc. CMSA argues that the
Prudent carrier could not allow itself to be caught in
the trap of being committed to a figure without regard
to these imponderables.

"anally, CMSA states that large and small carriers pro-
Vide & high percentage of their estimates over the tele-
phone on the basis of information provided by shippers.
The carrier witnesses unanimously testified to the sub-
stantial expense involved in visual inspections in con-
nection with written estimates and noted the impossibility
on local moves of being bound by all estimates based on
unconfirmed facts obtained over the telephone. Yet, CMSA
acknowledges that customers expect and most carriexs
prefer to give oral estimates over the telephone to
shippers upon request. The carriers say that in large
Cowns, some shippers' concern for privacy make telephone
estimates desirable and in small towns, friends, and
neighbors of the carriers expect rough approximations
over the telephone rather than formal written estimates
based on visual inspections. (CMSA's position is in
some degree contradictory. In one breath it requests
3 prohibition on all estimating and in the next breath
it says, in regard to local moves, 'customers expect
and most carriers prefer to give oral estimates over the
telephone to shippers upon request.').” :
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and also would eliminate estimates where the Addendum Oxder fox
Service could not be effectively used. The witness stated that
carriers still would be allowed to quote rates, but would not be
allowed to give oral approximations of the number of hours, weights,
or f£inal charges.

No statistics were available to the staff conceming
accuracy of estimates on hourly-rated moves, as such estimates are
not now required to be reported to the Commission.

Two public witnesses testified concerning the difference
between the oral estimates furnished to them and the actual charges
assessed on local shipments under hourly rates. Both witnmesses
desired that their goods be placed in storage. The record indicates
that misunderstanding occurred concerning the number of men required
to pexform the tramsportation service and amount of packing and other
accessorial services xrequired. :

The CMSA carriers that engage primarily in local service '
under hourly rates presented analyses of the revenue derived from. ,
local moves. The witnesses showed that their average revenue for
local moves ranges from $80 to $175 per shipment. The witnesses
also described their current practices with respect to furnishing .
estimates based on visual inspections. The witnesses indicated that
written estimates based on visual estimates were seidom given '
Decause the revenue from average-sized shipments is too small in
relationship to the time and effort involved in miking the estimate.
The witnesses testified that they genmerally cuote rates over the
telephone and indicate to prospective shippers the approximate time
required for each room to be moved. The witmesses also stated that
if a so-called "national account” shipper requests an estimate or
if any exceptionally large or difficult move is to be made, a visual -
inspection would be made and a written estimate would be furn:i.shed
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Several of the witnesses offered their opinion of the
cost of making an estimate based on visual inspectioh of the
good3¢2/ These range from $8 to $60. The latter figure was based
on the furnishing of an estimate anywhere within a 50-mile service
area. This testimony was presented to back-up the claim that it
is uneconomical to make estimates on local moves.

The carriex witnesses also described the problems they
would foresee Lf an Addendum Order for Service is required to be
issued. The witnesses indicated that on hourly-rated moves no
detailed estimate sheet is completed because weight is not a factor.
Therefore, it would be difficult to recognize whether the same
amount of goods is made available to the carrier at time of trans-
portation as was covered by the written estimate.

It is cleaxr that household goods carriers do not desire
to furnish written estimates based on visual inspection for local
moves. The staff proposal does not provide a mandatory
requirement upon carriers to provide this service. The staff
proposal would apply only if the shipper requests and is furnished
4 written estimate. Carriers can advise the public that no
estimate will be furnished on small shipments. Carriers can
continue to quote rates over the telephone.

The staff proposal would result in better service to the
public; therefore it should be adopted. When actual tramsportation
charges exceed the written estimate the same reporting and penalty
Procedures should apply to goods transported under hourly rates
as apply to goods transported under distance rates.

57 The opinlon testimony regarding coSts of providing estimates
was not supported by any specific data to show how the
opinions were developed.
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Payment of Charges by Credit Card

The Commission staff witness proposed that carriers be
authorized to accept credit cards for payment of transportation
charges. The current tariff provisions permit the carrier to extend
credit for a period of seven days (exclusive of Saturdays, Sundays,
or legal holidays) after presentation of the freight bill, Carxrriexs
now must collect cash or its equivalent,

The gt2ff witness testified that the use of credit cards
will help the shipper fn that he would not have to make prior cash
arrangements for payment of charges. The witness stated that the
carrier would have a guaranteed payment if a credit card fs accepted
for payment. The staff witness recommended that the use of the
credit card should be at the option of the carrier. |

QMSA presented evidence concerning current credit arrange-
ments and data concerning the requirements of the banks that issue
the two most popular credit cards.

The recoxd shows that carriers refer to resideatial
shippers as their "C.0.D." customers, and require that such shippers
Pay cash upon delivery of the goods. The carriers extend credit to
their so-called "national account" shippers undexr the terms provided
in the tariff, National account shippers are those firms which deal
Tegularly with household goods carriers and which have established
credit arrangements. National account shippers pay the charges
for movement of household goods of their employees, and alse
Tegularly use household goods carriers to transport office and
institutional furniture and fixtures.

A witness for Bekins Van & Storage COmpany‘and Bekins Van
Lines, Inc. (Beking) testified concexrning the use of cre@it‘cardsxcn_
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interstate shipments. The witness stated that the Interstate
Commexce Commission (ICC) had granted Bekins temporary authority for
the experimental use of bank credit cards, subject to a payment of
$10 fee for credit investigation in lieu of the bank's usual charges
to merchants. The witness stated that only a limited number of
shippers had used a eredit caxd on interstate shipments, prineipally
because Bekins' freight charges were substantially greater than the
maximm credit available to the cardholder. Bekins has advised the
ICC that it no longer would exercise its authority for use of bank
credit cards.®/ The Bekins plan called for the banks to extend credit
to the shipper without recourse to Bekins. o |
Security Pacific Bank (MasterCharge) and BankAmericard
indicate a willingness to accept business from moving firms, provided
the caxriers sign their standard merchant agreements. Those agreements
(Exhibits 68-53 and 68-54) show that merchant .discount rates are
negotiated with individual wmerchants and are based on such»plements
as (a) anticipated credit card sales volume, (b) compensating bank
accomt deposit balances, (c) costs of supplies and‘processing, and
(d) profit. The merchant rate structure of Bankdmericard provides
a ome to three percent discount on sales and is based on the average
amount of monthly sales and average dollar amount of sales drafts.
The witness for Bekins testified that credit card use, if
approved for California intrastate household goods operations, could
Dot contain a non-recouxse provision because of the statute known
as the "Song-Beverly Act of 1971" (Section 1747.90 of the California

6/ We take official motice of the xreport and oxdexr of the 1CC served
May 8, 1973 in Ex Parte MC-19, Sub. 16, Practices of Motor Common
Caxriers of Household Goods (Use of Credit Caxrd Systems) '

(118 MCC 97), which granted permissive authority to all interstate
household goods carxiers to use credit cards, subject to ICC -
approval of the credit plan and to certain reporting requirements.
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Civil Code). That statute provides that on billings in excess of
$50 the credit card user can notify the issuer of the card that a
dispute exists and refuse payment for that billing. Upon such
notification the bank would debit the carrier for the full amount
of the disputed billing.

CMSA opposes the permissive use of bank credit cards
because of the effect of the Somg-Beverly Act, and because it
believes the sliding scale of charges assessed by banks gives an
unfair advantage to larger carxriers who would enjoy lower billing
rates based on volume. CMSA asserts that the household goods
carriers would be umable to collect on those billings charged back
from banks on which a dispute is involved.

The xreasons advanced by CMSA in opposition to the use of
credit cards by household goods carriers are not sufficient to denmy
the permissive use of such cards to those carriers‘that‘desire to
use them and which can make mutually satisfactory arrangements with
the banks that issue the cards. The advantages of the use of such
cards to the public and to the carriers outweigh the disadvantages
asserted by CMSA. It is a well accepted fact that Califormians
wake wide use of credit for payments for their everyday purchases.
It can be said that we live in a credit card society. Shippers
should have the opportunity to pay for moving their household goods
in the same manner that they pay for their other purchases. The
variations in xates charged by the banks to merchants for credit
card billings are no different than the many discounts on tires,
lower insurance costs, or other reduced prices that accrue to some
household goods carriers because of their size.

The fact that the Song-Beverly Act makes a mon-recourse
provision impossible is not a major impediment to the use of credit
cards. The carriers' testimony indicated that not all national .
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account shippers pay within the prescribed seven-dayi credit period, |
and thet carriers sometimes must take civil court action to collect
their charges. Similar court action would be appropriate when
charges are billed back to the carrier on credit caxrd shipments
pursuant to provisions of the Song-Beverly Act. Bekins indicated
that the primary reason for discontinuance of its experimental ICC
authority was that its charges exceeded the amount of credit
available. This is less likely to occur on local moves and for the
shorter distance moves in California.

Waiver of Credit om Underestimates -

MRT 4-B currently provides that carriers can extend credit
for a 15-day period for the amount of an underestimate. The record -
shows that few carriers have exercised this authority. It appears
that carriers do not generally inform shippers of the opportumity to
postpone payments for the difference between the estimte and the
£final charges.

The Commission staff proposed that sh:!.ppers be required to
make & waiver in writing with respect to credit on underestimates.
QMSA and other parties concurred in this recommendation. It should
be adopted. The existing credit provision shall be modified to apply |
only to charges undex the Addendum Order for Service and the allowable |
overage. | | N
Findings . : - ‘

1. An underestimate occurs when the final charge exceeds the
original estimate by more than (a) 2-1/2 percent or $15, whichever

is greater, on distance woves, plus the charge on the Addendum Oxder
for Service, or (b) 10 percent or $15, whichever is greater, om local
moves, plus the charge on the Addendum Order for Sexvice.

2. Decision No. 79571 required that household goods carriers
report quarterly the number of underestimates made by them on distance
noves. A summarization of these reports for the second and third
quarter of 1972 reveals that underestimates were wmade on approximately
one-quarter of the total shipments on which estimates were furnished.

-19~
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3. The foregoing incidence of underestimating is approximately -
the same as the incidence of underestimating occurring prior to the
establishment of estimating rules in Decision No. 79571. Therefore,
experience has shown that such rules are not stringent enough to curb
underestimates and that additional rules are required if underestimates
are to be reduced.:

4. Interim Decision No. 81138 dated March 13, 1973 in this
proceeding adopted additional xrules specifically designed to eliminate
the practice of deliberate underestimating referred to in House
Resolution No, 57, appearing in the Assembly Journmal of May 22, 1972.

5. Because of the difficulty of determining whether an under-
estimate is deliberate, and because underestimates, whether or not
deliberate, constitute an unfair business practice and may tend to
wislead or deceive the uniunformed shippers of household goods,
additional rules designed to minimize umderestimates are required.

6. Some form of penalty to the carrler is necessary to emnsure
that accurate estimates will be made by the carrier's employees. Two
wmethods of providing an appropriate penalty have been proposed.

7. The Comnission staff proposed as a penalty for undex-
estimating that the estimate plus an allowable overage of 10 percent
be the maximum amount that could be assessed. This proposal would,
in many instances, provide charges below those accruing under the
established minimum rates. It is the Commission's policy to maintain
the Integrity of the minimum rates established by it for all classes
of carriers. The integrity of the minimum rates would not be main-
tained under the staff proposal, unless it is modified to require a
penalty sufficient to remove the Incentive to underxestimate.

8. California Moving & Storage Association proposed as a
Penalty for underestimating that the carrier pay as a fine to the
Commission the difference between the actual charge assessed and the
estimated charge plus an allowable overage of 15 percent. The method
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proposed by CMSA has two faults: (a) there is no basis in the Tecord
for amn allowable overage of 15 percent, and (b) a fine greater than
the amount of the underestimate is meeded to encourage more accurate
estimating by household goods carriers. CMSA's proposal will not be
adopted. | | |

9. Decision No. 79571 established an allowance over the
estimate of 10 percent or $25 (whichever is greater) on distance
moves, and 25 pexcent or $25 (whichever is greater) on local moves.
This allowance was too liberal; it did not achieve its hoped for
purpose of limiting the Incidence of underestimates. The allowance
should be reduced. .

10. When an underestimate is made by a carriexr the maxionm
charge a shipper shall pay is: |

(2) On distance moves:
- 1. The original estimate, plus

2. 2-1/2 percent of the original estimate
or $15, whichever is greater, plus

3. The charge, 1f any, on the Addendum
Ordexr foxr Service. | ,

On local moves:

1. The original estimate, plus

2. 10 percent of the original estimate or
$15, whichever is greater, plus

- 3. The charge, if any, ou the Addendum
Order for Service.

1l. The reasomable penalty for xmderestimatiﬁg will be the
difference between the charge under the applicable minimum rates » on
the one hand, and the charge based on the estimate plus 2-1/2 percent
or $15, whichever is greater, on distance moves, plus the charge on
the Addendum Oxder for Sexvice, or 10 percent or $15, whichever is

greater, on local moves, plus the charge on the Addend\m.ofder for
Service, on the other hand. - :
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12. Penalties for underestimates should be paid to the
Commission for deposit in the Gemeral Fund of the State of California.
Each umderestimate subject to a pemalty shall be reported on & form
prescribed by the Commission within thirty days after completion of
the traunsportation sexvice. The report form shall be accompanied by
a check or money order made payable to the Commission for the amount
of the penalty imposed. |

13. 1In the event an estimate is given on local wmoves it will
be reasonable to require household goods carriers to prepare written
estimates, and to require that such written estimates be based on
visual inspection of the goods. The present tariff provisions with
xespect to the issuance of an Addendum Order for Service shall bdbe
applicable to local moves on which a written estimate Is furnished.

14. Reasonable provisions with respect to collection of charges
by household goods carriers will result if permissive authoxrity is -
granted to household goods carxriers to allow carriers to accept an
authorized credit card (as defined in Section 484(d) of the Penal
Code) for collection of charges. It is not necessary at this time to
specify the terms and conditions under which household goods carriers
may accept credit cards.

15. It is reasonable to require that shippers be allowed cred:'.t'
for a fifteen-day period for the amount charged on the Addendum Order
for Service and the allowable overage, unless the shipper executes a
written waiver of this right.

16. Findings 10, 11, 12, 13, and 14 shall not be applicab].e to -
the txansportation of used office and store fixtures, as described :Ln
paragraph (a)(2) of Item 20 of MRT 4-B.

17. The Cowmission staff shall prepare and distrfbute semi-
amvally a summaxy of the reports £iled by household goods carriers of
their underestimates. Such summary shall show the carrier's pame, the
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total number of shipments on which written estimates were fuxmished,
the number of shipments on which penalties were paid because of
underestimates, and the total amount of the penalties. The summary
may also contain other information that may assist the public in
their selection of a carrier.
Conclusions :

1. Rules and prescribed forms consistent with the foregoing
findings should be established in Minimum Rate Tariff 4-B

2. The specific revision of Minimum Rate Tariff A-B-to
incorporate such rules and forms should be accomplished by the
issuance of & separate order, and the revisions should become
effective sixty days after this order becomes effective,

IT IS ORDERED that Minimum Rate Tariff 4~B shall be amended

in accordance with the findings and conclusions in the preceding

opinion, that specific revisions of the tariff shall be accomplished

by a separate order, and that such revisions sh.all become effective

sixty days after this oxder becomes effective. -
The effective date of this oxder shall be twenty days after

the date hereof. . ; : <4
Dated at Lo# Angeles , California, this '7"5

day of JURE ¥ , 1973..

Comm‘la'xinnnr W‘%'Y"\'\m %mon&. i} S boing .
necessarilyw’ anent did mot’ participato s
in the disposition or‘thia.procoeding,

Commissioner J. P. Vukasin Jr.. being o
Decessarily absent, did not participate
An the dispo!tiuon ol thi.s proceeding. -




