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By the authority vested in the Public Service Commission under sections
386.250(6), and 393.140(11) RSMo 2000, the commission amends a rule as
follows:

4 CSR 240-13.020 Billing and Payment Standards is amended.

A notice of proposed rulemaking containing the proposed amendment was
published in the Missouri Register on March 1, 2016 (41 MoReg 307). Changes
to the proposed amendment are reprinted here. This proposed amendment
becomes effective thirty (30) days after publication in the Code of State
Regulations.

SUMMARY OF COMMENTS: The public comment period ended April 1, 2016,
and the commission held a public hearing on the proposed amendment on April
8, 2016. The commission received timely written comments from the Office of
the Public Counsel; Kansas City Power & Light Company and KCP&L Greater
Missouri Operations Company; Empower Missouri; AARP and the Consumers
Council of Missouri; and the staff of the commission. The Office of the Public
Counsel; Kansas City Power & Light Company and KCP&L Greater Missouri
Operations Company; AARP and the Consumers Council of Missouri; the staff of
the commission; and Laclede Gas Company also appeared at the hearing and
offered comments. Legal Services of Eastern Missouri, Inc. submitted untimely
written comments on April 7, 2016. AARP and Consumers Council of Missouri
offered those written comments into the record at the hearing and the
commission accepted them into the record at that time.

COMMENT #1: Empower Missouri describes the social ills that follow from the
high interest rates charged by payday-type lenders and supports the amendment
as proposed.

RESPONSE: The commission thanks Empower Missouri for its comment and
agrees the rule should be amended.

COMMENT #2: The Office of the Public Counsel expresses concern that the
language of the proposed amendment is not detailed enough, should be tied to
Missouri's statutory usury rate, and should specifically forbid the utilities from
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using an affiliate to avoid application of the rule. Public Counsel offered
alternative language that it believes would improve the rule.

RESPONSE: The commission thanks Public Counsel for its comment, but will
not. adopt the alternative language it proposes. The Commission’s intent in
proposing this amendment is to ensure that payday-type lenders cannot use the
prestige and legitimacy afforded by a contractual relationship with a trusted utility
to help market high-interest loans to utility customers. Public Counsel's
proposed language would seemingly go well beyond the commission’s intent. In
addition to forbidding a contractual relationship between a utility and an
authorized pay agent, it would forbid the utility to use any such lender as a “bill
collection service or as a bill payment agent”. It is not clear what those terms
mean, but at the hearing, Public Counsel suggested they would forbid a utility to
accept payment for a customer’s utility service if payment were made through a
payday-type lender, even if the utility did not have a contractual relationship with
the payday-type lender.

Utilities frequently receive customer payments from what are known as
unauthorized pay agents. A perfectly legitimate business may inform its
customers that it will take payments for local utilities, even though it has no
contractual relationship with the utility. The customer takes cash to the business
and the business sends a payment by check or other means to the utility. The
utility processes the payment as it would any other payment on a customer’s
account. In addition, churches, social welfare agencies, neighbors, and family
members sometimes make utility payments on behalf of customers. It would be
unduly burdensome on a utility to require it to examine every payment it receives
to ensure that it has not passed through the hands of a payday-type lender.

Public Counsel is also concerned that the proposed amendment’s
provision that the restriction on a utility’s contractual relationship would not apply
to lending entities that offer loans at an effective annual percentage rate of less
than 36 percent is vague. As an alternative, Public Counsel would link that
exception to the state usury rate established in Section 408.030.1, RSMo, or the
market rate defined in that statute, whichever is higher. A perusal of the state’s
usury statute shows that it is far from a model of clarity and linking this regulation
to that statute is not necessary. The commission is not attempting to regulate the
interest rates charged by lenders. That is far beyond the Commission’s authority.
Instead, the commission is attempting to limit the contractual relationship
between regulated utilities and lenders who offer short-term high-interest loans.
The 36 percent annual percentage rate specified in the regulation is based on
federal law regulating the marketing of loans to members of the armed services,
and is sufficient to inform utilities about which lenders it may contract with for pay
agent services.

Finally, there is no reason to believe that a rule is needed to prevent
Missouri’s utilities from using affiliate organizations to avoid application of the rule
proposed by the commission. On the contrary, the large utilities that have
utilized a few payday-type lenders as authorized pay agents in the past, have



shown a willingness to move away from those relationships, even without this
rule in place.

COMMENT #3: AARP and the Consumers Council of Missouri applaud the
Commission for moving forward with this rule amendment. They contend the
amendment is needed and find the legal foundation for the amendment to be
solid.

RESPONSE: The commission thanks AARP and Consumers Council of
Missouri for their comment and agrees the rule should be amended.

COMMENT #4: Legal Services of Eastern Missouri submitted written comments
explaining the problems facing people who find themselves in a cycle of debt
after taking out a short-term, high-interest loan from a payday-type lender. Legal
Services supports the proposed ruile amendment.

RESPONSE: The commission thanks Legal Services of Eastern Missouri for its
comment and agrees the rule should be amended.

COMMENT #5: Kansas City Power & Light Company and KCP&L Greater
Missouri Operations Company, which are regulated electric service providers,
express skepticism about the effectiveness of the rule. They explain that
authorized pay stations in the community are a valuable customer service bill
payment option for certain customers. They have used a few payday-type
lenders as authorized pay stations in the past and no predatory behavior on the
part of those short-term lenders have ever been reported to the utilities. They
are concerned that the amendment creates uncertainties and the risk of non-
compliance for a utility in that the utility must now oversee the business practices
of its authorized pay agents beyond the contracted function of accepting
payments. However, Kansas City Power & Light Company and KCP&L Greater
Missouri Operations Company, indicate they are sympathetic to concerns about
payday-type lending. They have voluntarily found alternative locations for their
pay stations and have discontinued their use of such businesses as authorized
pay agents

RESPONSE: The commission thanks Kansas City Power & Light Company and
KCP&L Greater Missouri Operations Company for their comments. The
commission understands the concerns they express, but believes those concerns
are outweighed by the need to protect utility customers. The commission will
proceed with the amendment.

COMMENT #6: Laclede Gas, which is a regulated natural gas service provider,
expressed similar concerns about the effectiveness of the rule and about the
enforcement burden it will impose on the utilities. Laclede points out that the rule
will have no effect on unauthorized pay agents, but concedes that unauthorized
pay agents are not allowed to utilize the utility’s logo at their business location.



existing contractual relationships. The commission believes that existing
contractual relationships between utilities and payday-type lenders should be
terminated in a reasonable manner and will add a sentence at the end of the rule
to explain when that must be done.

4 CSR 240-13.020 Billing and Payment Standards.

(13) No utility may enter into any contractual or authorized pay agent
relationship with any entity engaged in the business of making unsecured
loans of five hundred dollars ($500) or less, with original payment terms of
thirty-one (31) days, or less, or where repayment of the loan is secured by
the borrower’s postdated check. This restriction shall not apply if the
lending entity offers such loans at an aggregate, effective annual
percentage interest rate of less than thirty-six percent (36%). Any utility
currently in a contractual or authorized pay agent relationship that is
forbidden by this section shall terminate that relationship no later than
sixty (60) days after this rule becomes effective.



