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I. INTRODUCTION

1. Public Counsel files these comments in response to the Commission’s April 20, 2015, Notice of Opportunity to File Written Comments.  These comments are preliminary in nature, given that the questions posed in the notice for the most part requested responses from regulated companies regarding their practices and sought data regarding costs, benefits, and customer behavior.  Once company responses have been provided, Public Counsel and other parties may wish to have an opportunity to present additional comments on specific issues.
II. comments

2. As a general proposition, the option to use a credit card to pay for regulated utility services is a benefit to consumers.  Consumers today have become used to and expect that they will have the ability to pay for virtually any product or service using a credit or debit card.  “Paying with plastic” offers speed, flexibility, convenience, and record-keeping benefits among others.  For a substantial segment of the population, those without a relationship with a bank (“unbanked” customers), use of credit or debit cards
 may be the only practical option for bill paying.  With the substantial reduction in utility company payment stations, in-person cash payments are not realistically available to most customers.  For these reasons, all Washington regulated utilities should offer customers the option to pay by credit or debit card as one payment option.
3. As the questions in the Notice reflect, however, payment by credit or debit card does raise a number of issues, or at least potential issues.  These include:

1. “Convenience” fees
4. Some utilities may not accept direct payment by credit card, but allow payment through third parties.  Third parties often charge “convenience fees” to process the utility payment, which imposes an additional financial burden on the customer.  As noted above, “unbanked customers” who rely on credit or debit cards may have to choose between paying the “convenience fee” or travelling in person to the utility office to pay.  The National Association of State Utility Consumer Advocates (NASUCA), recognizing the extent of the problem, in 2012 passed Resolution 2012-07 “Urging Utilities to Eliminate ‘Convenience Fees’ for Paying Utility Bills With Debit and Credit Cards and Urging Appropriate Regulatory Oversight.”
  The resolution urged state commissions to support the public policy of allowing customers to pay utilities directly by credit or debit card so as to avoid “convenience fees,” to review the comparative costs of credit card payment versus other types of payment (including mailed checks), and to generally review the reasonableness of utility payment acceptance policies.
2. Disclosures to Customers

5. Regulated companies should clearly inform customers of the range of payment methods available to them at the time payment is being requested.  Any costs or fees associated with a particular payment method should be fully disclosed.  A regulated company should be required to offer broadly available “zero-fee” payment options.  Commission approval should be required for offering any payment options that require a fee.  As a policy matter, payment options with added fees should not be encouraged.  
3. Evaluation of Costs and Benefits

6. In an earlier era, utilities were reluctant to accept credit card payments because of the perceived processing costs, administrative burden, and fraud concerns not worth incurring for the benefit of the relatively small number of credit card users.

7. More recently, a more attractive business case for “cost neutral”, or potentially beneficial no-fee card payments has been emerging.  Potential costs for utilities include bank interchange fees, TPP fees and potential system integration fees.  On the other hand, benefits can be obtained from increased remittance float, payment risk transfer, reduced collections, and reduced bad debt write offs.  Cost of manual service shutoffs may be avoided.  Elimination of paper bills saves money.  An indirect benefit from reduced paper billing may also be a reduced carbon footprint.

4. Ratemaking and Cost Assignment
8. The accurate evaluation of costs incurred and benefits received by the utility is important for several reasons.  If the acceptance of credit/debit cards is cost-neutral, there is no justification for a regulated company to charge customers an added fee to pay by card.  Even if there is some cost to the utility, if the cost is comparable to the cost of processing paper bills and checks, special fees for use of “plastic” would certainly be inappropriate.  There also needs to be a policy determination about whether customers using a specific payment method are required to bear their own direct costs, or whether the costs should be spread to all customers.  While Public Counsel will be interested to see company data and  points of view on this point, there does not appear to be an obvious justification for charging direct credit card processing costs to credit card customers.  Billing and collection costs are currently spread across all customers.  Customers change their payment methods from time to time and expect a utility to offer a variety of choices which they can use to match their circumstances.  This benefit of choice is an added justification for spreading costs across all customers like other billing and collection costs. 
5. Other Consumer Protection and Privacy Issues
9. As the questions in the Notice reflect, other consumer protection issues may result from credit card or automatic payments.
  These include protecting the privacy of customer data and financial information, treatment of billing mistakes and refunds, and whether there are any disparities in treatment between types of payment cards.  Depending on company responses to these questions Public Counsel may have additional comments.
III.  Conclusion

10. The company responses provided in this docket should allow an assessment of the degree to which the foregoing issues, and others raised in the Notice questions, need to be addressed through rulemaking or other regulatory action by the Commission.  Public Counsel looks forward to continued participation in this docket to provide input on these issues.
� As the Notice recognizes, many customers receive government benefits or salaries in the form of pre-paid debit cards which can then be used to pay for the goods and services they need.


� A copy of the resolution is attached to these comments.


� Durairaj Asaithambi, Why Plastic Is Unappetizing to Utilities, Public Utilities Fortnightly, Volume 135, No. 20, November 1, 1997. 


� Jeff Miller, et al., Paying with Plastic, Public Utilities Fortnightly, Volume 147, No. 12, December 1, 2009 (generally reviewing broad cost/benefit analysis for credit card payment).


� Notice, p. 3 (“Consumer Protection Issues”)
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