BEFORE THE PUBLIC SERVICE COMMISSION
OF THE STATE OF MISSOURI

In the Matter of a Proposed Amendmentto )
Commission Rule 4 CSR 240-13.020 ) File No. AX-2@061
Regarding Authorized Pay Locations )

THE OFFICE OF THE PUBLIC COUNSEL'S COMMENTS

COMES NOW the Office of the Public Counsel (“Publi@ounsel”’) and for its
Comments states:

1. Public Counsel appreciates the Commission’sngiiiess and effort to pursue a
rule aimed at prohibiting “authorized” pay staticatslocations offering payday-type loans. The
proposed rule currently as written is under-inalasincomplete, and unlikely to fully address
the potential harm. First, the proposed rule falsnclude language broad enough to address all
types of short-term predatory lending. Additionalllye proposed rule includes an exception to
the prohibition and the application of such exaapis unclear as drafted. Lastly, the rule fails to
prohibit the use of an affiliate to transact wittolpibited entities to avoid compliance with the
rule.

2. The Commission’s proposed rule language, shalowg includes certain criteria
to be met before the pay agent relationship isiprtad.

(13) No utility may enter into any contractual or authorized pay agent

relationship with any pawnshop, auto title loan corpany, payday loan

company, or other short-term lending entity engagedin the business of

making unsecured loans of five hundred dollars ($30) or less, with original

payment terms of thirty-one (31) days, or less, owhere repayment of the

loan is secured by the borrower’s postdated checK:his restriction shall not

apply if the lending entity offers such loans at araggregate, effective annual
percentage interest rate of less than thirty-six peent (36%).



Including specific references to a particular doimount and repayment period unnecessarily
builds exceptions into the rule that could be eketb by sophisticated loan companies. For
example, a lender might decide offer loans of $80(&ss, but establish a repayment term of 32
days, thus, evading the rule without implementingamngful reform. These criteria in
conjunction with the broad exception relating tterest rate may enable entities seeking to take
advantage of low-income ratepayers through pregddans to avoid the intended prohibition.

3. In order to ensure the final rule effectivelg@amplishes its purpose to restrict the
targeted conduct, Public Counsel suggests certadifivations. First, the rule should be
amended to incorporate the pay-station prohibitiath the relationship of the interest rate
charged by the short-term lender to the usuryestablished in Section 408.030.1, RSMo. or the
market rate, whichever is higher. Setting this icktandard eliminates the necessity for the broad
exception included in the proposed rule and aneglesrthe risk that the exception is abused.

4. Furthermore, to ensure the prohibition on the af payday loan type lending
entities as authorized pay agents for utility pagteeis effective, additional language
circumscribing the use of affiliated entities taal’compliance with the rule should be included.

5. Public Counsel suggests the Commission adopitluaving language in lieu of
the proposed rule published in the Missouri Registe

(13) No electric, gas, water or sewer utility, or agenthereof, shall use for any

bill collection services or as a bill payment agenany financial institution,

trust company, currency exchange, pawnshop or pawmbker issuing

secured personal credit loans, short-term loan edtdishment or title loan

establishment which lends money to any customer whe aggregating all

interest, fees and other charges, the effective mriest for such loan exceeds

the state usury rate established in Mo. Rev. Stag 408.030.1 or the market

rate defined therein, whichever is higher.

(14) No electric, gas, water or sewer utility, mayreceive any funds

transferred from any affiliate entity where the affiliate entity accepts any
funds as payment for regulated services provided bthe utility where such
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payment, if transacted directly with the utility, would be disallowed under
paragraph (13) of this rule.

Adopting the above language serves to strengthemptbhibition on the use of payday
lenders as authorized pay-stations and protegiubgc.
WHEREFORE Public Counsel respectfully submits its Comments.
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/sl Tim Opitz
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