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OPINION -- .... ------~ 
The Highway Carriers Assoc1s.tion (HCA) seeks revision of 

the current provisions govern1ng the extension of cred1e by highway 
carriers set forth in Item!t 250 and 330 of Min:f.mum Rate Tariffs 

(MRl') 2 and 18, respectively. Public hearings were held before 
Examiner Gagnon at San Franeif:co on April 24 and 25, 1973. The 
matter was ~ubmitted on the latter date subject to the filing of 
closing briefs, due on or before June 4, 1973, which have been 

received·. 
Present Credit Rll~,e 

The current provi~ion@ governing the collection of freight 
charges set forth in Item 250 of MR'I 2 are generally the same 8.@ the 
rule contained in Item 330 of MR'I' 18. Further discussion herein 
relative to Item 250 of MRX 2 applie~ equally to the like provisions 
of MRT 18-. A StJr1U'tl.Qry of the former tariff item ~ollows: 

MRT 2 - Item 250: Collection of Charge$ 
"(a) Except as otherwise provided ••• charges shall be 

collected by the carriers prior to relinquiShing 
phy~ic~l posse~sion of shipments ••• 

"(b) Upon ta~ing precautions ••• to ass~r.c payment of 
charges within the credit period herein specified, 
carriers may relinquish possession of freight in 
advance of the payment of the ehargcg ••• and may 
extend credit in the amount of said charges .... for 
a period of 7 days, excluding Sunciay~ aoo legal 
holidaY$ other than SaturdllY half-holiday~. When 
the freight bill ••• is presented ••• on or before the 
date of delivery, the credit period shall run from 
the first 12 oTclock midnight following delivery 
of the freight. When the freight bill is not 
presented to the debtor on or before the date of 
delivery, the credit ?eriod shall run from the 
fir~t 12 oTclock midnight following the presenta­
tion of the freight bill. • •• 

n(c) Where a carr1er ha~ relinquished ~ssess1on of 
freight and collected the amount of charges ••• and 
Another freight bill for additional charges is 
thereafter pre~ented ••• the <:U"rier may extend· credit 
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.•• for a period of 30 calendar days ••• from the first 
12 0 t clock mi<:1night following the presenution of 
the subsequently presented freight bill. ••• 

"(<:1) Freight bills ••• shell be presented to the debtor 
within 7 calendar days from =be first 12 o'clock 
midnight following delivery of the freight. 

II (e) Debtors may elect to have their freight bills pre­
sented by ••• mail, and ••• the time of mailing ••. as 
evideneed by the postmark, shall be ••• the time of 
presentation of the freight bills. 

11 (f) The mailing by the debtor of valicl cbecks, drafts, 
or money orders, which are satisfactory to the 
carrier, in payment of freight charges within the 
credit period .•• may be deemecl to be tbe collection 
of the charges within the credit period ••• 

H(g) When alternative rail carload rates are applied 
under the provisions of ••• tbis tariff, carriers 
may relinquish possession of freight in advance 
of payment thereon ancl extend credit ••• for 
period of 5 clays (120 hours) beginning at 12 
o'clock midnight of the day delivery is accom-
plished." 

From the above summary it will be noted that the maximum 

credit period for the payment ofcbargcs is generally 14 days, 
excluding Sundays and legal holidays other than SaturGaY balf­
holidays. It is tb.1s limitation upon tbe carriers' extension of 
credit for the payment of its charges that petitioner now seeks to 
have revisecl. It is proposed that the basic 7-day credit period 
prescribed in sUbparagraph (b) of Item 250 of MRT 2 be extended to 
15 days, excluding Saturdays, Sundays) and holidays as defined in 
tbe tariff. A new rule providing for the i5~uanee of a Notice of 
Delinquent Freight Charges by the ,carrier to the debtor 1:!1 also pro­

POfted. A summary of this latter tariff proposal follows: 
"(h) Within 7 days following expiration of the credit 

period set forth in (b), the carrier shall send 
a notice by certified or registered mail to the 
debtor listing all delinquent freight bills. A 
coer of this notice shall be sent to the Public 
titl. ities commission. • •• " (EmPhasis supplied~) 
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The proposed delinquency notice states: 
nThe following freight bills charged to, your account 
remain unpaid as of the date of this notice, and are 
in violation of the ~ission's credit rules. 
Notice is hereby given, with a copy to the Public 
Utilities Commission, that unless these are paid 
within 15 daU of the aate of this notice, further 
action Will tiken, 1nelUd1tlg legaI action 1£ 
necessary. • •• n (Emphasis supplied.) 
The Managing Director for HCA testified in Stlpport of the 

proposed revised credit rule. His testimony, as s'mnTlu1zed in 
petitioner's closing brief, is: 

"The system of mail service today precludes collection 
within 7 days. • •• Business practices have eha:cge4 since 
the cx-edit rule went into effect. ••• The 7-day 
credit rt1l.e was taken from the railroad rw.es where 
becatlse of lack of competition, the rails were in a 
position to enforce cash payment or limited credit. 
• • • Today, with the extensive use of credit cards, 
credit constitutes a part of business's working 
capital. ••• There are inconsistencies 'With other 
regulations and general orders in connection with time 
periods within which payments are to be made. 

n ••• various problem areas which have precipitated the 
requested change. • •• increased delay in postal 
delivery, mergers and consolidations ••• increased 
utilization of computers, central office payments ••• 
small size of freight bills causing shippers to 
accumulate and pay periodically, vacations ••• and 
plain inefficiency causing delays. • •• reasonable 
business practice will not allow payment within 7 
days, and therefore HCA has concltlded that the 
proposal """"uld be more in line 'With current business 
practices. 

nAs to the proposal set forth in subparagraph (h) ••• 
its purpose was to assist the carrier in enforcement 
of collection, provide a method by the carrier to 
demonstrate that he is doing e'V'erything to collect, 
and. appraise the small shipper, not knowledgeable in 
PUC regulatiOns. that payment is eo be made pursaant 
to the Commission's credit regulations." 
Petitioner contends that it does not seek arry substantive 

changes in the existiDg credlt rules beyond the proposed extension of 
the credit period from 7 to 15 days, excluding Saturdays, SuDdays, 
and holidays. The sugges.ted mailing of delinquent; freight bUl 
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notices to debtors within 7 days foll~ng expiration of the 15-day 
credit period is not advanced or intended to apply as an indirect 
extension of credit. Such notice is suggested merely as a procedure 
for the carrier to follow when endeavoring to collect past due freight 

. charges from the debtor. Petitioner also 'believes that the notice 
will act as a deterrent against credit rule n.olations. 

Two traffic consultants testified that the highway carriers 
they represent were experiencing difficulties in making their collec­
tion of charges within the current credit period of 7 days and that 
the proposed credit rule changes would alleviate their problems. '!he 
Traffic Managers Conference of California also sapports petitioner's 
proposal, although its representative conceded that in the operation 
of his own traffic service the 7-day credit rule was generally 
observed. t.nlile the California Manufacturers Association supports 
the sought extension of credit, it withdrew its support of the pro­
posed delinquency notice because it would require the carrier to re­
port its credit rule Violations to the Commission. The Commission's 
Transportation Division staff opposed the sQggested delinquency 
notice. It took no position relative to the sought extension of 
credit from 7 to 15· days. 

The California. Trucking Association, protestant, urges that 
petitioner's proposed revision of the credit provisions of MRX 2 and 

18 be denied. Evidence in support of protestantTs poSition was 
presented by the Director for its Division of Transportation Economic~ 

He stated that it was ~ssible to determine ~th definitiveness 
and certainty the precise intent or effect of petitioners proposal. 
Protestant 'l's cross-e:xam.ination of petitioner's witness tends to 
substantiate this contention. The Director demonstrated that under 
the suggested revised credit rule a period of approx~tely 50 days 
from date of delivery of a shipment could expire before the carrier 
would be required to take positive action to collect its past~ue 
freight charges. Petitioner, on the contrary, contends there is 
nothing in its proposal that would lead one to conclude tha'C either: 
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the credit period is extended beyond 15 days or that a credit rule 
violation wOul.d not exist in connection with freight charges tbat 
are not paid within such credit period if the suggested Notice of 
Delinquent Freight Charges is adopted.. Petitioner further argues on 
brief that "the violation of the credit rule is not the failure to 
collect but the extension of credit without taking precautions 
sufficient to assure payment of charges". In support of this con­
tention, petitioner cites Hobbs Trucking Co. (1970) 70 CPUC 699 .. 
Finding 5 of that decision, however, clearly provides: 

"S. The failure to collect the lawful tariff charges 
within the period prescribed by law is a device 
which permits persons to obtain transportation 
for property ••• at rates less than the mintma= 
rates •••• tt 

The distinction drawn by petitioner between a carrier's 
failure to collect charges within tbe prescribed credit period and 
the precaution taken by such carrier to assure payment of charges in 
effect constitute a distinction without a difference. It is con­
ceivable that a carrier might take every reasonable precaution to 
assure payment within the established credit period short of trcash 
on delivery" aDd still experience a debtor's subsequent failure to 
make payment on time.. On the other hand, it is not totally unrealis­
tic ~o assume a situation where the carrier fails to take any pre­
cautionary steps to assure payment within the prescribed credi~ 
period and the debtor's remittance of outstanding charges is 
actually received on time. Whether a violation of the m1ninP~ rate 
tariff provisions governing tbe carriers' extension of credit does 
in fact: exist is, in tbe final analysis, evidenced by the act;\1al 
colleetion of charges by the carrier within or beyond ,tbe prescribed 
credit period. For all practical purposes, a successful compliance 
and enforcement program for petitioner's suggested revised credit 
regulations could not be initiated until after the 6xpiration of 
time allotted in the Notice of Delinquent Freight Charges for a 
carrier's positive action to collect the past-due charges. This 
would be so even though'tbe Commission bad been notified of a 
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violation of its c~edit ~egula~1ons by the carrier' some 22 dSys' 
prior to the expiration of the time allotted for the collection of 
past-due charges in the proposes notice. 

In further support of its opposition to petitioner's 
proposal, the California Trucking Association introduced a copy of 
a Commission's informal letter addressed to protestant on April 4, 
1973 regarding the Commission's current accelerated credit rule com­
pliance program. The letter states: 

"During the period June l, 1972 through March 30, 1973, 
there have been 1,276 carriers contacted regarding 
credit rule compliance. These contacts resulted in 
the processing of 174 Citation Forfeiture files, 340 
carriers placed on notice for minor viola.tions,. and 
14 carrier files submitted for formal actions. No 
credit rule violations were found in our investigation 
of the remaining 748 carriers. 

"'We are UI'lable at this time to fUrnish ~ou a break­
down of the various m1nimum rate tariffs involved in 
the above figures. This information should be avail­
able sometime in July." 

The above preliminary results of the staff's credit rule 
compliance program certainly does DOt substantiate petitioner's 
contention that the existing credit provisions in MRX 2 are nonre­
sponsive to current business practices which will not permit payment 
of freight charges within a basic credit period of 7 days. What the 
final results of the staff's accelerated compliance program will 
indicate relative to the need, 1£ any;, for revisions in the existing 
credit rule prOViSions contained in the Commi:ssion T s several lIl1n1mum 
rate tariffs is, of course;, unknown at this time. 

The Commission's order in Dec1siol: No. 80088 dated May 18, 
1972 in Case No. 5432 et al.;, directed its Transportation Division 
staff to: 

"1. • •• conduct an accelerated enforcement anc! tariff 
compliance program, in Northern;, Central, and 
Southern Cal iforn1a, for the purpose of attain1ng 
carrier compliance with outstandi%!8 min1m1ml rate 
orders governing the colleetion of charges within 
prescribed tariff credit periods. Thereafter, 
the staff shall adVise the Commission relative to: 
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"(a) The staff's eva1Qation of the credit 
rule violations disclosed pursuant to 
the aforementioned program, and 

"(b) The changes in minimum rate tariff credit 
rules, 1£ any, deemed necessary and 
justified to insure that said tariff 
rules are responsive to the present 
carrier-shipper (debtor) transportation 
requirements_ 

"2. In the eVent it is determined that the present 
credit regulations named in the Commissionfs 
several minimum rate tariffs need to be re­
vised, such rate proposals shall be made the sub­
ject of a separate order setting hearing there­
fore." 

To date, the Transportation Division staff bas not advised 
the Commiss1on as to the results of its statewide studies as directed 
in Decision No. 80088. Pendi'Dg such staff report and recommendation, 
adoption of petitionerTs proposed credit rule changes, based on the 
rather restricted testimony of its Managing Director and other sap­

porting "Witnesses,. would be pre:nature. 
Findings and Conclusions 

1. Minimum Rate Tariffs 2 and 18 provide that, except as 
otherwise specifically provided, charges shall be collected by the 
carrier prior to relinquishing physical possession of shipment. The 
tariffs also provide that, When carrier takes precautions deemed 
sufficient to assure payment within the prescribed credit period, the 
carrier may relinquish possession of freight in advance of payment of 
the charges and extend credit therefor for a period of 7 days, ex­
cluding Sundays and legal holidays other than Saturday half-holidays. 

2. Petitioner recommends that the current 7 -day credit period 
be extended to 15 days, excluding Saturdays" Sundays, anci holidays as 
defined in the tariff. The petitioner also suggests that, after the 
expiration of the proposed credit period,. the governing Minimum· Rate 
Tariffs provide for the mailing of a Notice of Delinquent Fre1ght. 
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Charges to the debtor of ~~ past-due freight bills with a copy of 
such notice being sent to the Co~ssion.. It is suggested that the 
delinquency notice be issued by the carrier within 7 days follo~.ng 

e~irat1on of the 15-day credit period" ~~ that the debtor be 
allowed en a.d.d1 tionaJ. 15 days to rem1 t p~ent of all past-d:ue 
freight bills betore appropriate'legal action is initiated by the 

carrier. 
3. It has been demo~trated that pet1tioner'3 credit rule 

changes are subject to· conflicting inte~retation ~~ application ~ 
and have not been shown to be justified or reasonable. /' 

4. Adoption of the proposed exter~ed cred1t per10d of 15 
days". excluding Saturclays" Su.."'ldays" and holid.ays as defined in the 

tariff, based solely upon petitioner'S oral testimony" haS not 
been shown to be tully justified at this t1:ne. 

It is concluded that Pet1t1or~ for MOdification NOs. 731 
and 20 in Cases Nos. 54,2 and 8808" respecti vely, should be denied. 
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ORDER ......... _----
IT IS ORDERED that Petitions tor Modification Nos. 731 and 

20 in Cases Nos. S4~2 and 8808" resl'ect1vely" or the Highway Carriers 
Association are den1ed. 

The etreetive date of this order 13 the date hereof. ~ 
Dat.~ a.t __ --.;s~a.n __ :P'ra:l __ c:iICO __ ' ___ I California" this Id 

day of __ ....cA~UGlroIIolU-'JIS~T __ " 19~. 
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COmmissioners 

COO=1~~1~ner W1111~m S~on~. Jr ... being 
noco~S~~i17 ~~~ont. ~~~ ~~t ~~rt!c1?Ot. 
in t~e ~1:PO:1t~on ot th13 ,roce.41~. 

Comm1~31oner D. W. Rol=o:. being 
:cece::~rily ab~¢:l.t. cl.!4 not ~t1c1~te 
1: tho ~~po~1t10n 0: th1: pro~e41ng. 


