BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

In the Matter of:

VCI COMPANY Docket No. UT- 042045
Petition for Permanent Exemption

PETITION FOR PERMANENT EXEMPTION
of WAC 480-120-162

L. PETITIONING PARTY

1. VCICompany ("VCI") is the petitioning party. Please direct all questions

and correspondence regarding this Petition to:

Stacey A. Klinzman

VCI Company

3875 Steilacoom Blvd., S.W., Suite A -
Lakewood, Washington 98499

Phone: (253) 830-0056
Fax: (253) 475-6328

and to:

4 01 KIS0

Stan Efferding
VCI Company

3875 Steilacoom Blvd., S.W., Suite A
Lakewood, Washington 98499
Phone: (206) 830-0051

Fax: (206) 475-4328

. RULES AND STATUTES AT ISSUE

2. This Petition concerns WAC 480-120-162, which is the "cash and urgent

payments" rule ("Rule"), WAC 480-120-015, which states that the Commission may waive
its rules consistent with the standards set forth in WAC 480-07-110, and WAC 480-07-110,
which states that the Commission may modify the application of rules in individual cases if

consistent with the public interest, the purposes underlying the regulation, and applicable
statutes.



III. SUMMARY OF REQUEST

3. In this Petition, VCI moves the Commission for a permanent exemption
from the portion of WAC 480-120-162 (“the Rule”) that limits payment agencies from.charging
VCT's customers more than $1.00 for processing their bills. WAC 480-120-162(2). Specifically,
VCI requests that the Commission permit VCI to continue to contract with Moneygram as a
payment agency, along with ACE and Choice Pay, even though Moneygram charges VCI's
customers transaction costs of $5.00 - $5.95 per use. VCI will continue to absorb transaction
costs above $1.00 charged to its customers at ACE and Choice Pay. As is discussed below, the
Commission should grant VCI a permanent exemption from the Rule because such exemption is
in the public interest and consistent with the purposes underlying the regulation.

IV. BACKGROUND

4. VCl is a telecommunications company registered to provide local service
in Washington and regulated as a competitive carrier. Order, Docket UT-021524 (Dec. 12,
2002). This proceeding arises out of Commission staff’s audit of VCI’s business practices on or
about November, 2004, in which it was found that VCI permits its customers to make payments
through Moneygram payment locations.

5. Because Moneygram charges VCI’s customers between $5.00 and $5.95
per transaction, Charlene Hughes informed VCI, by e-mail on November 10, 2004, that VCI's
use of Moneygram as.a payment agent violates the Commission’s “cash and urgent payments”
rule. See WAC 480-120-162(2). Attempts by the parties to reach an agreement regarding
compliance with WAC 480-120-162 were unsuccessful. Thus, on November 18, 2004, VCI filed
a Petition for Exemption of the portion of WAC 480-120-162 that limits payment agencies to

charging VCI’s customers $1.00 for payment transactions.



6. At a January 26, 2005 Open Meeting, the Commission requested that staff
and VCI meet to explore alternative options to Moneygram that cost less and offer convenient
locations. The Commission also requested that VCI consider sharing a portion of transaction fee
costs over $1.00. See Staff Memo dated February 23, 2005.

7. VCI and staff met several times and held several telephone conversations
regarding the payment agent cost issue, resulting in staff recommending that the Commission
grant VCI a temporary, ten (10) month exemption of WAC 480-120-162(2) with conditions. In
considering VCI’s request for exemption and in making its recommendations, staff indicated that
it considered 1) the convenience to the customer; 2) the costs to the customer; 3) the costs to the
company; and 4) the fair and equal treatment of all telecommunications companies and
customers. See Staff Memo dated February 23, 2005.

8. Staff’s conditions were that VCI would 1) be permitted to continue to
utilize Moneygram locations; 2) add new payment locations', including ACE and 7-11 Choice
Pay and absorb the transaction costs above $1.00 for the additional locations; 3) develop jointly
with staff language for a one-time customer notification regarding the new payment agents,
locations, and transaction costs; 4) develop jointly with staff ongoing bill language regarding all
payment agents, locations and transaction costs; 5) develop jointly with staff a VCI customer
survey on customer preference for payment agency, information to be provided to staff on or
before November 15, 2005; and 6) provide data from April 2005 — September 30, 2005 on late
payments, late payment locations and other customer data, to staff on or before November 15,

2005. See Staff memo dated February 23, 2005.

! Payment locations were to be added primarily in Seattle, Tacoma, Lakewood, Olympia, Vancouver, and Spokane.



9. According to Staff, the ten (10) month trial period was necessary to permit
V(I to find additional payment agencies that charge a transaction fee of $1.00 or less aﬁd to
permit staff to collect additional information about whether consumers prefer payment agents
that are convenient or low cost. See Staff memo dated February 23, 2005.

10. The Commission’s order issued February 23, 20052 (“Order No. 17),
granted VCI a conditional ten (10) month exemption and ordered VCI to comply with staff’s
February 23, 2005 recommendations.

11. VCI has completed all tﬁe conditions of the temporary exemption set forth
in Order No. 1 and now files this Petition for Permanent Exemption of WAC 480-120-162(2).

V.  GRANTING A PERMANENT EXEMPTION OF THE PAYMENT AGENCY RULE
WITH RESPECT TO MONEYGRAM IS IN THE PUBLIC INTEREST, PROMOTES

THE PURPOSES OF THE RULE AND ELIMINATES
HARDSHIPS TO VCI AND ITS CUSTOMERS

12. The Commission has the power to grant an exemption of any of its
telecommunications rules where exemption is consistent with the rules' purpose and in the public
interest:
The Commission may modify the application of these rules in individual cases if
consistent with the public interest, the purposes underlying the regulation, and applicable
statutes.

WAC 480-07- 110(1).

13.  In Order No. 1, the Commission determined that the grant of a temporary
exemption was in the public interest. The Commission should find that a permanent exemption
also is in the public interest as set forth below. VCI believes that the Commission should grant it

a permanent exemption because of the results of the survey and data collected over the ten (10)

month exemption period, and for the many of the reasons set forth in the November 2004

? Order Granting Temporary Exemption from Rules, Order No. 01, Docket No. UT-042045, February 23, 2005.



Petition,

14. A Permanent Exemption of WAC 480-120-162 With Respect to
Moneygram is in the Public Interest Because the Convenience to VCI's
Customers Outweighs the Costs to VCI's Customers and
Because the Cost to VCI and Customers without an Exemption Would be
Prohibitive

15. VCI should be granted a permanent exemption of WAC 480-120-
162(2) because VCI’s customers need to use payment agents for financial transactions and want
to use Moneygram as a payment agent, despite knowledge of the transactions costs and of
alternative payment agents. VCI has been and is willing to continue to absorb transaction costs
of between $0.50 and $2.00 for customer transactions completed at ACE and Choice Pay, but
cannot absorb the $4.00 - $5.00 fee for Moneygram transactions. Although VCI could pass
through the Moneygram transaction costs to its customers, such a solution is costly and
impractical.

16.  Without an exemption from the Rule, VCI will be forced to
eliminate Moneygram as a payment choice. VCI expects that if Moneygram is eliminated as a
payment option, more low-income customers will be disconnected each month.

17. By granting VCI the requested exemption, the Commission would
continue to permit VCI’s customers to make payments at the payment agent of their choice and

prevent additional low-income consumers from being disconnected



a. Many of VCI's Customers Require Payment Agents to Complete
Monetary Transactions

18.  VCI’s customers are primarily low-income customers.
VCT’s customer survey supports VCI’s previous contention that many of its customers that use
payment agencies do so because they have no bank account and need cash payment locations to
conduct financial transactions, such as the payment of telephone bills. Payment data collected by
VCI during the period April, 2005 — November, 2005 indicates that approximately 3,000 of its
customers per month make payments utilizing payment agents and approximately 2,000
customers per month make late payments through Moneygram, Choice Pay or ACE. [See
Exhibit B].

b. VCI's Customers Use Moneygram Despite Knowledge of the
Transaction Costs

19. Pursuant to Order No. 1, VCI and staff jointly developed
language for a one-time notification to VCI’s customers of payment agent options and
transaction costs, and similar language to be included with VCI’s monthly bills. The notification
and ongoing bill language clearly indicate that the Moneygram transaction costs are $5.00 -
$5.95°, while ACE Cash Express (“ACE”) and Choice Pay costs are only $1.00 per transaction
[See Exhibit A]. Despite the disparity in transaction costs, data collected by VCI indicates that
between 82.63% and 92.81% of VCI customers who made late payments during the period April
through November, 2005 made these payments using Moneygram [See Exhibit B]. A matrix of
Moneygram, ACE and Choice Pay locations in major metropolitan areas is attached hereto as
Exhibit C and indicates that Moneygram has, by far, the most locations in the stated cities, 198.

Furthermore, Moneygram has the most locations in Washington state, 552.

3 VCI does not make any commission, revenue or profit of any kind on the Moneygram transaction fee.



C. Denial of An Exemption Would Inconvenience VCI's Customers
and Possibly Lead to Additional Disconnections

1. VCI Cannot Absorb the Additional Costs of Moneygram
Transactions, Negotiate L.ower Transaction Costs or Pass
Through the Costs to its Customers. Thus, VCI Would
Eliminate Moneygram as a Payment Option without an
Exemption

20. Pursuant to Order No. 1, VCI has absorbed
transaction costs above $1.00 for payments made by its customers through ACE and Choice Pay.
Should VCI be required to subsidize Moneygrarﬁ transactions, it could expect the cost to be
prohibitive. For example, VCI's data suggest that it would have absorbed approximately
$85,912.00 in Moneygram transaction fees during the period April — November 2005.*

21. Furthermore, unlike Qwest, VCI is unable to
negotiate lower transaction fees from payment agencies.  VCI believes that Qwest
Communications has been able to negotiate lower transaction fees with its payment agents,
including a $1.00 transaction fee with Moneygram, because of the size of its customer base. VCI
does not have the volume of customers necessary for payment agencies to profit from lower
transaction fees.

22. Without the requested exemption, VCI will be
forced to eliminate Moneygram as a payment choice, clearly inconveniencing its customers who
have indicated, by their payment patterns and responses to customer surveys, that they want
Moneygram to remain a viable payment option. Furthermore, so many of VCI's customers pay
through Moneygram, and Moneygram has so many more locations compared to ACE and Choice
Pay, it is unclear whether VCI’s customers who currently make late payments through

Moneygram will find convenient ACE and Choice Pay locations for timely future late



payments.” Agency payments are received by VCI within 20 minutes of the transaction and can
be made on the disconnection date if received before 5:00 p.m. VCI believes that one result of
eliminating Moneygram as a payment agent would be that it will receive fewer customer
payments prior to the disconnect date, resulting in more 10\;v-income customer disconnections.
23.  Rather than eliminate Moneygram as a payment
option, VCI could pass the transactional cost on to its customer base. In doing so, VCI would
increase the cost of basic local service to its entire low-income customer base and force all its
customers to bear the brunt of these costs, even though not all its customers use Moneygram.
Both increasing basic service costs to low-income consumers and burdening all customers with
these costs are impractical solutions from a business point of view.
d. In Granting a Permanent Exemption, the Commission
Would be Preserving the Status Quo and VCI’s Customers’
Current Payment Options as Well as Supporting the

Results of VCI's Survey and Data Collection Indicating
Customers are Not Harmed

24. In Order No. 1, the Commission determined that a
temporary exemption from WAC 480-120-162(2) was in the public interest, and in doing so
permitted VCI to continue to operate as it had pending the collection of additional data. The
result of the temporary exemption was that VCI’s customers continued to have Moneygram as a
payment option and were offered two additional payment agents with over 65 locations in
Washington. VCI has no knowledge of any customer complaints about the use of Moneygram
during the exempti'0n period. Furthermore, the results of VCI's customer survey, the payment
data and additional customer notification regarding transaction fees indicate that customers

continue to find Moneygram a convenient and preferred payment agent.

* See Exhibit B — 21,478 transactions @ $4.00 per transaction = $85,912.00.
5 VCI’s customer base is statewide. Moneygram has 552 locations statewide, while ACE and Choice Pay have 77.



25.  In granting a permanent exemption from the Rule, the
Commission merely would be preserving the status quo, which is not causing harm to VCI’s
customers.
e. The Grant of A Permanent Exemption Would Acknowledge that
VCI Has Shown Good Faith in Complying with Order No. 1,

Surpassed the Requirements of the Rule, Put Itself at a
Competitive Disadvantage and Is willing to Continue to Do So

26.  The Commission should take note that in contracting with
Moneygram, VCI surpassed the Rule’s requirements for payment locations. VCI’s customer base
is state-wide and not numerous enough in any one exchange such that (1)(a) or (1)(b) of WAC
480-120-162 would apply. Thus, VCI should be obligated to provide its customers with only
one (1) payment location in the state, pursuant to WAC 480-120-162(c). In complying with
Order No. 1, VCI added over 65 payment agent locations in addition to Moneygram.
Furthermore, VCI has absorbed the costs of transactions over $1.00 at these new locations,
which has increased its costs of business and put it at a competitive disadvantage to Qwest. As
| indicated above, Qwest is not obligated to absorb such costs because of its signiﬁcant market
power. VCI is willing to continue to absorb the costs of ACE and Choice Pay transactions for
the convenience of its customers. The grant of a permanent exemption would acknowledge
VCT’s good faith and efforts in this regard.
27.  NCI Should be Granted a Permanent Exemption of the Rule Because a

Permanent Exemption is Consistent with the Purposes of the Rule and
Denial of An Exemption Would Penalize the Intended Beneficiaries

28.  The Rule on payment agencies has two primary purposes. First,
the Commission intended to assist the "segment of the population that cannot afford the services

of a bank or chooses to pay in cash for some other reason" by maximizing the number of



payment locations. Order Amending, Adopting and Repealing Rules Permanently, 2002 Wash.

UTC LEXUS 514 at *41. Second, the Commission intended to minimize transactional costs on
customers by placing a limit on transaction fees charged by payment agencies.

29. Data collected by VCI indicates that the use of Moneygram is
consistent with the purposes of maximizing payment locations because VCI’s customers who use
payment agents overwhelmingly choose Moneygram, which has over 500 locations in
Washington. VCI believes its customers utilize Moneygram because of its convenient and
plentiful locations in comparison with locations occupied by ACE and Choice Pay.

30. With respect to transaction costs, VCI’s data also indicates that
VCI’s customers choose to pay Moneygram’s transaction fee, although the customer ndonthly is
informed of the nature of the fee and of two alternatives. In this case, an exemption from the
Rule is consistent with minimizing transaction costs because Moneygram is a lower cost
alternative to other payment agencies, such as Western Union. Furthermore, VCI assesses its
customers no additional charge for Moneygram transactions beyond the Moneygram fee. Given
the popularity of Moneygram as a payment option for VCI's customers, in enforcing the Rule,

the Commission would be penalizing VCI’s customers, who are the intended beneficiaries.

10



VI. RELIEF REQUESTED AND CONCLUSION

31. For all of the reasons set forth above, VCI's request meets the Commission's
standard for an exemption. Accordingly, VCI requests the Commission to grant a permanent
exemption of the requirement that VCI "may permit those additional [payment] agents to charge
customers not more than $1.00 for processing a transaction.”" WAC 480-120-162(2).

Dated this 6 Day of January, 2006

Regulatory Attorney
WSBA No. 24098
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BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION

n the Matter of:

VCI COMPANY Docket No. UT- 042045

Petition for Permanent Exemption DECLARATION OF STAN EFFERDING
of WAC 480-120-162

I, Stan Efferding, declare under penalty of perjury under the laws of the state of
Washington that the following is true and correct:

I am over 21 years of age, and I make this declaration on the basis of my personal
knowledge. If called upon to testify in this matter I could and would competently do so.

I am Secretary/Treasurer of VCI Company. I reviewed the Petition for Permanent
Exemption of WAC 480-120-162 prepared on behalf of VCI Company ("Petition"). The facts

stated in the Petition are true to the best of my knowledge.

Dated this 6th day of January, 2006.

Stag Efferding '>
o

Lakewood, Pierce Countv, Washin

Location where signed



EXHIBIT A

VCI BILL BACK
(ATTACHED)
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EXHIBIT B

VCI CUSTOMER PAYMENT DATA
(ATTACHED)
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