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Final Report

Fact Finding Investigation No. 27

Potentially Unlawful, Unfair or Deceptive Ocean Transportation
Practices Related to the Movement of Household Goods
or Personal Property in U.S.-Foreign Oceanborne Trades

The Fact Finding Officer and Team for Fact Finding No. 27 respectfully present this Final
Report with recommendations to the Federal Maritime Commission (“Commission” or
“FMC”) for consideration. The Team notes with gratitude and appreciation the participation
and assistance of those consumers and stakeholders who met with the Team to share
their experiences and expertise. This report is significantly better due to their participation.

l. Background of Fact Finding No. 27
A. Issue

The international shipment of household goods and personal property is a relatively
modest part of the total goods carried in U.S.-foreign ocean container trades. Over the last
several years, however, it has generated a substantial number of the complaints and
problems addressed by the Commission. Between 2005 and 2009, the Commission
received over 2,500 consumer complaints related to companies transporting household
goods or personal property between various locations in the United States and foreign
destinations using ocean transportation. Typical consumer complaints made to the
Commission allege:

e Failure to deliver the cargo;

e Refusal to refund pre-paid ocean freight for undelivered cargo;

e Loss of or damage to the cargo;

e Significant delays in delivery;

e Charges to the shipper for marine insurance that was never obtained;

e Misinformation as to the location of the cargo;

e Significantly inflated charges after the cargo was tendered to the carrier;

e Threats to withhold the shipment unless increased freight was paid; and

e Requiring the shipper to pay another carrier or a warehouse a second time in
order to secure release of its cargo, due to the failure of the shipping company to
pay the vessel common carrier or intermediary engaged to move the cargo.



Complaints often involve individuals and companies that advertise or otherwise hold
themselves out to the public to perform ocean transportation and accept responsibility for
the transportation of these shipments without obtaining an Ocean Transportation
Intermediary (“OTI”) license and providing the required proof of financial responsibility to
the FMC. These individuals and corporations operate without publishing a tariff showing
their rates and charges and do not observe just and reasonable regulations and practices
relating to or connected with receiving, handling, storing or delivering property.

Complaint cases frequently involve consumers who are first-time or occasional users of
international shipping services. Upon receiving a complaint, the Commission often
provides assistance to shippers through its Office of Consumer Affairs and Dispute
Resolution Services ("CADRS"). The Commission’s Bureau of Certification and Licensing
(“BCL”) and Bureau of Enforcement (“BOE”), assisted by the Area Representatives
(“ARs”), also devote substantial time and resources to assist consumers with their
international transportation of household goods, identifying unlicensed OTIs and working to
bring OTls into compliance with their Shipping Act of 1984 (“Shipping Act”) obligations.

B. Statutory Authority

The Commission has an obligation to address these consumer issues. Pursuant to the
Shipping Act, the Commission is charged with regulating the common carriage of goods by
water in the foreign commerce of the United States. In doing so, the Commission is mindful
of the purpose of its regulation, which is to protect the public from unlawful, unfair or
deceptive practices and resolve shipping disputes in the movement of cargo in U.S.-
foreign oceanborne trades. This mission is embodied as a Commission Strategic Goal.?

Section 19 of the Shipping Act® prohibits any person from providing OTI services prior to
being issued a license from the Commission and obtaining a bond, proof of insurance or
other surety in a form and amount determined by the Commission. An OTI is defined as
either a freight forwarder or a non-vessel-operating common carrier (“NVOCC”).* Pursuant
to regulation, any person operating as an OTI in the United States must provide evidence
of financial responsibility.>

' 46 U.S.C. §8§ 40101 et seq.

2 All four of the objectives under this Strategic Goal are advanced through this Fact Finding.
Objective 1: Identify and take action to end unlawful, unfair and deceptive practices.
Objective 2: Prevent public harm through licensing and financial responsibility requirements.
Objective 3: Enhance public awareness of agency resources, remedies and regulatory requirements through
education and outreach.
Objective 4: Impartially resolve international shipping disputes through alternative dispute resolution and
adjudication.

% 46 U.S.C.§ 40901(a).

* 46 U.S.C.§ 40102(19).

® 46 C.F.R § 515.21(a).



Section 8(a) of the Shipping Act® requires NVOCCs to maintain tariffs showing their rates,
charges, classifications and practices.” These tariffs must be open to the public for
inspection in an automated tariff system. The Commission’s regulations at 46 C.F.R. 8
520.3 affirm this statutory requirement by directing each NVOCC to notify the Commission,
prior to providing transportation services, of the location of its tariffs, as well as the
publisher used to maintain those tariffs by filing a Form FMC-1. Section 10(b)(11) of the
Act® prohibits a common carrier from knowingly and willfully accepting cargo from or
transporting cargo for the account of an OTI that does not have a tariff or a bond. Finally,
under section 10(d)(1), no common carrier or OTI may fail to establish, observe, and
enforce just and reasonable regulations and practices relating to or connected with
receiving, handling, storing or delivering property.®

C. Fact Finding No. 27

In addition to addressing issues arising under these provisions of the Act through dispute
resolution and enforcement actions, on June 23, 2010, the Commission ordered a non-
adjudicatory investigation to develop a record of the nature, scope and frequency of
potentially unlawful, unfair or deceptive practices by household goods movers in the
movement of cargo in U.S.-foreign oceanborne trades and make recommendations to the
Commission.*® Commissioner Michael A. Khouri was appointed the Fact Finding Officer
(“FFO”) for Fact Finding Investigation No. 27 (“Fact Finding”). See Exhibit No. 1
Commissioner Khouri has been assisted in this effort by a Fact Finding Team (“Team”) of
agency staff drawn from various Commission offices that deal with these issues on a
regular basis, including representatives from CADRS, ARs, BCL, BOE, the Bureau of
Trade Analysis (“BTA”), the Office of the General Counsel (“OGC”), Office of the Managing
Director (“OMD"), and the Office of the Secretary (“OS”).**

During the first phase of the Fact Finding, the Team interviewed individual shippers, OTIs,
local and national trade associations representing OTIs and household goods movers,
vessel-operating common carriers (“VOCCSs”), and other government agencies. The Team

® 46 U.S.C. § 40501(a).

" In Docket 10-03, the Commission exempted licensed non-vessel-operating common carriers that enter into negotiated
rate arrangements from the tariff rate publication requirements of the Shipping Act of 1984 and certain provisions and
requirements of the Commission’s regulations. See 46 C.F.R. Part 532, effective April 18, 2011.

%46 U.S.C. § 41104(11).

%46 U.S.C. § 41102(c).

1% The Commission has the authority to order a non-adjudicatory investigation pursuant to 46 U.S.C. 88 41302, 40502 to
40503, 41101 to 41109, 41301 to 41309, and 40104, and 46 C.F.R. 88 502.281 to 502.291.

" Team members and those who provided support to this Fact Finding include: ARs Emanuel J. Mingione, Andrew
Margolis and Eric O. Mintz; Vern W. Hill, Esq., and Zoraya B. De La Cruz, Esq., from CADRS; Brian L. Troiano, Esq.,
from BOE; Sandra L. Kusumoto and Ronald Podlaskowich from BCL; Shawn R. Danoff from BTA; Elisa Holland, Esq.,
from OGC; George A. Quadrino, Esg., and Jennifer Gartlan, Esq., from OMD; and Karen V. Gregory and Jeffrey A.
Dehoff from OS.



conducted interviews and meetings in Washington, DC, New York, NY, Miami, FL, and
San Diego, CA.

Following these interviews, the Team identified two distinct and separate cargo trades:

e The international movement of household goods for relocation by individuals who
use the Internet to find a moving service or the "Internet-based market"; and

e The "barrel trade" where individuals -- primarily from various local ethnic/immigrant
communities -- send small shipments of personal goods to relatives or friends in
their home countries in the Philippines, Latin America and the Caribbean Basin on a
semi-regular basis.

At its meeting on December 8, 2010, the Commission considered the Interim Report for
Fact Finding Investigation No. 27 and approved further development of several interim
recommendations.*?

As noted in the Interim Report, the Team found that the problems encountered by
consumers in the international shipment of household goods and personal property are
varied and multifaceted. It became evident to the Team that there is no one “silver bullet”
that will comprehensively address the problems consumers encounter in this area. There
are, however, a number of measures the Commission can implement under current
authority and with existing resources which, collectively, would provide positive progress
towards addressing issues in this area by educating the consumer, enhancing the
consumer experience and protecting the consumer.

This Final Report builds upon the Interim Report recommendations approved by the
Commission and suggests to the Commission avenues for further development of those
recommendations, and additional recommendations for development and implementation.
The Team recommends that the Commission approve these recommendations and direct
the staff, subject to available resources to develop detailed implementation plans for
Commission consideration.

2 The Commission approved further development of interim recommendations in the following areas: consumer
education, industry best practices and model forms, licensing issues, enforcement, and ADR.


http://www.fmc.gov/household_goods_and_personal_property_shipping_practices_considered_by_fmc/�

I. Educate the Consumer

Through the experience of CADRS, Fact Finding 27 interviews and related activities, the
Fact Finding Officer and the Team have determined that the average public consumer
lacks the necessary knowledge of international shipping requirements and practices that
one needs to successfully plan for and arrange international ocean transportation of
personal effects and vehicles. The lack of knowledge on the part of consumers leaves
them wvulnerable to a host of problems when shipping their household goods
internationally.

An educated and informed public consumer is the first line of defense and the best means
to prevent problems that result from simple miscommunications, poor OTI business
practices, or in some cases, intentional fraud. Information about the moving process
empowers the consumer and allows them to make meaningful and appropriate choices
and decisions — particularly with respect to selecting a reputable mover and executing the
various stages of an international move.

A multifaceted consumer education effort is essential for two reasons. First, limiting
outreach to one exclusive outlet reduces the potential for consumers to locate information.
For example, some consumers primarily research international shipping via Internet
websites or lead-source providers®® while others may rely on television or print ads within
their immigrant/ethnic community. Secondly, using different outreach mediums increases
the opportunity for retention and application of important information in the international
moving process.

The following recommendations, if approved and implemented, would enhance the
information available to the public consumer and increase the likelihood that a consumer
will be well informed in advance of engaging ocean transportation services.

A. Improve Information Materials Available to the Consumer
Recommendation: Create a set of information materials to provide public consumers with
basic information about what to expect and how to handle international shipment of

household goods, as well as provide answers to frequently asked questions.

Discussion: The most direct and cost-effective approach the Commission can take to
address problems in the household goods area is to develop and widely disseminate

13 ead-source providers are on-line services that are free to the consumer and generate revenue by selling customer
leads to OTIs.



information to public consumers that informs and alerts them to potential issues and
problems encountered in the international transportation of goods by water.

One important mechanism to educate consumers is the development and use of printed
informational materials that may be distributed to consumers through various outlets such
as:

e Federal, state, and local legislative offices;

e Moving industry trade associations;

e FMC licensed household goods OTls;

¢ International moving companies;

e Public outreach presentations provided by Commission staff;
¢ Requests received by Commission staff; and

e Postings on the Commission’s website

Because of the abundance of existing guidance published by other governmental agencies
and private entities regarding domestic interstate moving, Commission publications should
focus on the unique requirements and considerations involved with international ocean

shipping.

Pursuant to recommendations approved by the Commission as a result of the Interim
Report, the staff is developing two publications that will provide information and guidance
to consumers that ship personal effects and vehicles internationally. The first publication,
which is under development, is a “household goods” brochure that will cover the following
topics:

e The unique nature of shipping personal effects and vehicles internationally;

e The importance of hiring a reputable FMC licensed/registered and bonded
international mover;

e Recommended steps for hiring a reputable international moving company;

e Practices that shippers should be wary of; and

e Additional considerations in the international moving process (e.g. packing,
addressing volume disputes, customs issues, etc.).

A copy of this draft brochure is attached as Exhibit No. 2. Completion and initial distribution
of this publication is anticipated by the close of FY 2011.

The Commission has completed a second publication that provides information on the
consultative and alternative dispute resolution services (“ADR”) offered by CADRS.
Consumers may contact CADRS to obtain general information regarding international
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shipping regulations and practices, learn about the status of an international moving
company, and seek assistance to resolve disputes and problems that arise in the course of
an international move. A copy of this brochure is attached as Exhibit No. 3 The
Commission anticipates this publication will be available for public distribution by May
2011.

B. Enhance Website Content Focused on the Consumer

Recommendation: Adapt materials discussed above for incorporation into the
Commission’s website so they are easily located, accessible to household good shippers
and shared with other governmental agencies and private sector partners.

Discussion: Throughout interviews conducted by the Team, public consumers referenced
a heavy reliance on Internet searches for collecting general information about international
moves and providers, and arranging for international transportation. Invariably, consumers
interviewed by the Team admitted that they did not conduct research in advance on the
international moving process and regulatory requirements, such as licensing, bonding,
insurance, and U.S. as well as foreign customs requirements. Only when problems arose
with their respective shipments did the consumer begin to ask questions. Thus, it is
imperative that the Commission develop and execute its outreach strategy in such a
manner that the relevant information reaches consumers as they undertake initial online
searches for international moving companies.

The Team believes an effective and efficient way to address this need is through the
development of an FMC international moving consumer resource webpage. The
Commission is in the process of designing a webpage that will appear with a high search
ranking when consumers conduct an Internet search of terms such as “international
moving” or “international relocation.” To the extent that an easily accessible informative
page appears in close proximity with lead-source providers and similar websites, it is
anticipated that consumers will be more likely to visit an information page hosted on the
Commission’s website before moving to other websites. The webpage will be structured to
guide consumers through the moving process, from the initial step of selecting an
international mover, hiring and working with an international moving company, through the
duration of an international move.

The Commission should continue to develop and implement a plan to make the following
elements available through the agency’s website:

e Links to recent FMC press releases and related consumer alerts to raise awareness
regarding international moving and the role of the FMC in protecting and assisting



C.

consumers. In the past, Commission staff has issued consumer alerts to warn
consumers against hiring specific unlicensed international household goods
movers that pose a significant threat to the shipping public. Including links to
these consumer alerts on the new international moving consumer resource
webpage will provide immediate assistance to consumers that view the webpage
and allow them to quickly rule out unlicensed entities with a history of consumer
complaints;

Upgrade the Commission’s on-line OTI database to include a search engine to
allow consumers to search for licensed OTIs by city and state or zip code.
Results should list both telephone numbers and addresses, allowing consumers
quick and easy access to licensed/registered OTIs;

Language to encourage individuals to consult with the FMC to determine whether
there have been complaints against a licensed entity that appears on the
geographic search;

A downloadable version of the household goods print brochure discussed above;
Answers to frequently asked questions to address various topics of interest,
including important factors in the international moving process such as shipping
terms, customs clearance, insurance, packing, and other related matters;

A “tutorial” that addresses each phase of the moving process and provides tips,
suggestions, and best practices for consumers wishing to ship their personal
effects and vehicles overseas;

Links to FMC activities related to household goods;

Links to other governmental entities and private organization websites that
provide information on topics of interest; and

Contact information and a link to information about CADRS services

Leverage Social Media Technology

Recommendation: Incorporate social media technology into the Commission’s
consumer education efforts as an additional tool that allows industry stakeholders to
follow current events, learn of news alerts, communicate with the FMC about household
goods issues, and learn about FMC programs or activities.

Discussion: Social media technology can be used to connect people, businesses, and
government agencies. Most types of social technology allow users to join or gain
access to information for free and often the services can be integrated across platforms
whether a collaborative project, blog, microblog, social networking website, or other type
of social media technology.

! Popular social networking websites include: Facebook, LinkedIn, YouTube, and Twitter.
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For example, some Federal agencies use social media technology to promote government
information and services. By setting up a Facebook page, a government agency can bring
together people that are interested in a particular facet of an agency's mission.®® On
Facebook, the White House has over 930,000 “likes” or followers, the State Department
has 69,000, and the U.S. Environmental Protection Agency has over 24,000. The
Facebook page for the White House is attached as Exhibit No. 4. These sites provide a
means to educate the public, announce events, learn of news alerts, and to communicate
about issues, concerns, or questions.

The FMC's recent website platform upgrade now supports RSS feeds (a type of
syndication and social media technology) and is used for all Commission news releases,
alerts, speeches, and each Commissioner's webpage. The Commission also sends all
news releases, alerts, and speeches posted on the home page to its trade press contacts.
The Commission also could consider employing other social media technologies to further
communicate with its audiences. The Commission could, for example, use these
technologies to formalize and facilitate relationships, setup ongoing processes to meet,
share information and resources, and cooperate for mutual benefit to enhance protections
for shippers of household goods.

The Commission should develop and implement a plan to use more social media
technologies as an additional tool to build relationships with the shipping public and other
government agencies to address problems encountered by consumers in the international
shipment of household goods and personal property. In particular, the new international
moving consumer resource webpage underdevelopment should be setup with a RSS feed
to quickly and efficiently disseminate information to the public.

D. Enhance Local Community Outreach

Recommendation: Develop and implement an outreach plan for ethnic/immigrant
communities that historically have experienced problems in the international shipment of
household goods.

Discussion: Ethnic/immigrant communities frequently send household goods to their
home countries, but often have limited access to information that can assist and protect
them as consumers of international ocean shipping services. In the experience of the ARs,
the insular nature of these communities allows consumers to be victimized by
unscrupulous household goods OTls for extended periods of time before the Commission
becomes aware of a problem.

5 hitp://iwww.usa.goviwebcontent/technology/social _networks.shtml
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Information from past complainants and archived historical data indicate that many
household goods complaints come from consumers exporting household and personal
goods to a small group of destination countries: Brazil, Honduras, Guatemala, Argentina,
Jamaica, Dominican Republic, Haiti, the Philippines, Poland and the Baltic States. This
information may be used by the Commission to prioritize outreach to affected communities.

The Commission can assist shippers from these local ethnic/immigrant communities by
disseminating basic information about practical steps to avoid being victimized when
shipping household goods. This information should address the importance of using an
FMC licensed/registered and bonded OTI; the significance of accurately itemizing the
contents of their shipments; understanding insurance coverage; and provide contact
information for the Commission.

To effectively reach ethnic/immigrant communities that regularly ship household goods, the
Commission should develop and produce informational publications containing appropriate
information about the FMC's jurisdiction and the steps consumers should take to avoid
being victimized. For maximum effectiveness, these publications should be translated into
native languages, including Spanish, Portuguese, French, Creole, Polish, and Tagalog.
These translations should be made available for distribution by FMC staff, other
governmental agencies, immigrant advocacy groups, civic and religious organizations.

Consumer education for ethnic/immigrant communities should be enhanced with ongoing
and regular outreach by the ARs to community organizations, such as local chambers of
commerce, and elected officials for communities heavily dependent on the “barrel trade.”
Suggested organizations and elected officials are identified in Exhibit No. 5.

Outreach to ethnic/immigrant communities should include a plan to reach appropriate
media outlets for the dissemination of consumer information. Immigrants often receive
much of their information through print and electronic media focused on and calibrated to
their specific interests and communities. The FMC should place Public Service
Announcements (“PSAs”) in newspapers with a high distribution in ethnic/immigrant
communities that have experienced problems shipping household goods. Similarly, the
Commission should prepare PSAs to appear on Internet web pages, and for broadcast on
television and radio programs with high levels of penetration in ethnic/immigrant
communities. Informational publications employed by the Commission in the past are
included in Exhibit No. 6. Suggested media outlets for PSAs directed to ethnic/immigrant
communities are listed in Exhibit No. 7.
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The Commission should also engage licensed/registered OTls and VOCCs who specialize
in shipping personal effects to these ethnic/immigrant communities to distribute consumer
education materials to their customers.

E. Increase FMC Visibility on Internet

Recommendation: Identify Internet search engines and lead-source providers (“LSPSs”)
that advertise international relocation services on the Internet and obtain their help to
educate public consumers and raise awareness about information and services available
to the shipping public from the FMC.

Discussion: As discussed above, most consumers use the Internet to find a moving
company for international relocations. Consumers normally take several steps when
locating an international mover through the Internet. Many consumers conduct a simple
keyword search using one of the popular search engines such as Yahoo, Google,

Microsoft Bing, or AOL, entering terms such as “moving abroad”, “international moving”
and “shipping overseas”.

Once a consumer enters a search term, the search engine will display a list of related
websites. On the main page that appears in the center of the screen, the results include a
list of businesses and their websites, which had been optimized to appear high on the list
of results. On the top and right-hand side of the screen are “sponsored results” which are
paid “advertisements.” There are also links on the bottom of the page that are alternative
keywords related to the original search. Exhibit No. 8 provides an example of search
results for the phrase “international moving.”

Internet searches for the term “international relocations” will typically identify several
different types of businesses, including LSPs. LSPs are online services that are free to the
consumer and generate revenue by selling leads to OTIs based on information entered by
the consumer.® This information typically includes the origin and destination of the move
and the size of the household to be moved. Once the basic information is entered and
submitted, the LSP shares this information with their OTI clients. The OTIs will then email
or call the consumer to gather further details about the prospective move. The moving
company will typically send a quote based on the information provided.

The Commission should develop a plan to make the Commission’s website more visible
and increase its use by consumers. The Commission should engage Internet-based LSPs
and ask them to highlight Commission educational materials on their websites or “link” the

16 Large domestic moving companies, such as Atlas Van Lines and Mayflower, may also identify international relocation
prospects and provide these leads to one of their affiliates or agents.
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Commission website with their websites. While the Commission’s website currently
appears in many of the results generated by the typical Internet searches for international
relocations, encouraging LSPs to link to the FMC’s website will increase the likelihood that
the Commission’s website will appear in Internet search results as well as improve the
search ranking of the Commission’s website generally. Staff should report back to the
Commission on this plan and its implementation by September 1, 2011.

F. Enhance Website Linkage by Licensed/Registered OTlIs

Recommendation: Encourage licensed/registered OTIs that service household goods
shippers and that maintain their own websites, to link their sites to the Commission’s
website. Not only will this provide an additional access point to the FMC'’s information on
household goods shipments, it also will improve the search ranking of the Commission’s
website generally.

Discussion: The Commission should develop and implement a plan to achieve the
recommendation outlined above. Informal discussions with a number of current OTI
licensees indicate that they are receptive to establishing a link to the Commission’s
website from their website. Many OTIs viewed this as a positive distinction. As noted
above with reference to LSPs, encouraging the licensed/registered OTIs to link to the
FMC’s website will help increase the appearance of the FMC’s website in Internet search
results.

1. Improve the Consumer Experience

The Commission may also help public consumers and reduce the number of problems
experienced in the shipment of household goods by working with industry stakeholders to
develop industry “best practices” and model forms.

The following practices, if developed by the Commission together with industry
stakeholders and voluntarily adopted by OTIs, would substantially increase the likelihood

that consumers will have more satisfactory experiences and encounter fewer problems in
the shipment of household goods.

A. Foster “Best Practices” and Model Forms
1. International Relocation

Recommendation: Identify examples of current practices and forms used by top tier OTIs.
Work with stakeholders, industry partners and other government agencies to develop

12



industry “best practices” and model forms that, if consistently used, would reduce the
potential for problems and thereby increase shipper satisfaction.

Discussion: Many of the problems experienced in the international ocean
transportation of household goods shipments can be traced to the consumer’s lack of
understanding of the integral parts of ocean transportation. OTIs involved in an
international move and the ocean carriers do not always adequately explain the various
aspects of a move such as the various charges that may be assessed, the different
service providers that may be involved during the move, the different services that may
be offered, the various insurance options that are available with what is included and
excluded, and where to turn if problems arise.

Based on discussions with industry members active in household goods transportation
and with consumers who have shipped their goods internationally, the Team identified
certain carrier practices that tend to avoid or minimize problems. A common thread
running through the fact finding interviews is the recognition that certain practices by the
OTI to educate the consumer can serve to reduce or even eliminate misunderstandings
and minimize the opportunity for less than reputable OTIs to engage in deceptive and
un