
2012-07 Urging Utilities to Eliminate "Convenience" Fees 
for Paying Utility Bills with Debit and Credit Cards and 
Urging Appropriate State Regulatory Oversight. 

MATiONAL ASSOCIATION OF STATE UTILITY CONSUMER ADVOCATES 

Resolution 2012-07 

URGiNG UTILITIES TO ELIMINATE "CONVENIENCE" FEES FOR PAYING UTILITY BILLS WITH 

DEBIT AND CREDiT CARDS AND URGING APPROPRIATE STATE REGULATORY OVERSIGHT 

Whereas. payment by debit and credit card has become a nearly universal means by which consumers 

pay for goods and services. with such payments having constituted approxirnately 46 percent of the dollar 

volume of a!i U S consumer spending in 2010 and proJected to constitute approximately 56 percent of 

:such totai dollar volume in 2015: 

[i] and 

Whereas, many utilities do not accept debit or credit card payments directly from their customers[ii] but 

instead make arrangements under which third parties accept such payments on behalf of the utilities and 

charge the utility customers "convenience" fees that typically range from about $1.50 to about $5.85 per 

transaction;[iii] and 

Whereas. many utilities have closed neighborhood locations where consumers could previously pay bills 

in person without incurring additional charges and have replaced these locations with authorized agents 

that do require consumers to incur additional charges and 

Whereas, some individuals, particularly those who lack access to bank accounts and to credit, by one 

estimate numbering roughly 50 to 70 million,[iv] are unable to write traditional checks or to direct 

electronic transfers and are therefore finding it difficult to pay utility bills without incurring additional 

charges; and 

Whereas against the backdrop of a continuing high national poverty level.[v] a decline in median 

household income,[vi] and an increasing incidence of arrearages [vii] the convenience fees for debit and 

credit card payments are adding unnecessarily to the expense of paying for utility services; and 

Whereas, the convenience fees are making it unnecessarily costly for utility customers, especially low 

income customers and customers struggling financially due to illness, layoffs or other reasons, to meet 

their payment obligations and hence to maintain essential utility services; and 

Whereas, the conveniences fees make it hard for low income customers, when paying utility bills. to use 

the payment method that is often most available to them, namely, prepaid debit cards;[viii] and 
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Whereas. convenience fees imposed on debit card use undercut the policy objectives of federal 

programs (foe example. social security) and state programs (for example. child suppor·t and 

unemployment compensation) that issue prepaid debit cards to beneficiaries as an effective and cost

efficient way to manage operational expenses,[ix] by eroding the purchasing power of such cards: and 

Whereas, convenience fees repeatedly assessed against utility customers who make multiple 

payments during the course of a month undercut these customers' ability to apply scarce available funds 

to payment of actual utility services; and 

Whereas. a large number of utilities, particularly cooperative and municipal utilities. recognize the 

conr;erns identified above and have implemented programs under which debit and credit card payments 

are accepted, without interposition of a third party and without convenience fees;[x] and 

Whereas, utilities incur payment transaction costs no rnatter what forms of payment they accept: and 

Whereas, utilities recover these payment transaction costs in their rates; and 

Whereas due to the reduced interchange rates for credit card transactions under the utility programs 

referenced above.[xi] the still lower interchange rates now estabiished by law for debit card 

transactions,[xii] and the savings that result from not having to process paper checks, the costs of 

processing direct payments by debit and credit card under the utility programs referenced above are likely 

comparable to the cost of processing payments by other means, including traditional check;[xiii] and 

Whereas, there may well be additional savings associated with the payment of utility bills by debit or 

credit card. as contrasted with payment by check or other means. such as more immediate receipt of 

payment, lower collection risks and uncollectible debt expense, improved cash flow and reduced working 

cost of capital:[xiv] and 

Whereas, the utility programs referenced above can incorporate such additional cost-saving features as 

(i) limiting debit and credit card payments without convenience fees to payments made electronically or 

through an automated telephone system, or (ii) electronic billing, for customers with Internet access;[xv] 

and 

Whereas, the large number of cooperative and municipal utilities that participate in the programs 

referenced above[xvi] strongly supports the proposition ti-1at me prorJrams are cost effective; and 

Whereas. it is not reasonable for a utility, particularly a utility that holds a monopoly franchise, to fail to 

explore and implement cost-effective payment options that offer substantial benefits to its customers; and 

Whereas, it is not reasonable for a utility, particularly a utility that holds a monopoly franchise. to accept 

debit and credit card payments through a third party but not to accept debit and credit card payments 

directly from its customers if the direct payments can be made at a lower overall cost than the cost of 

payments made through the third party;[xvii] and 



Where,as, it is not reasonable for a utility, particularly a utility that holds a monopoly franchise, to require 

trie payment of a convenience fee as a condition to making payment with a debit or credit card if the costs 

a,; 0,ociate(J Nitil processing such a pay1,1ent are comparable to tile costs associated with processing a 

oay1~;en l rn2de cbeck or other means; and 

Whereas, utliity acceptance of debit and credit card payments, without convenience fees, will generally 

enhance customer satisfaction;[xviii] 

Now, therefore, be it resolved, that utilities are urged to review their current payment options and, if 

direct payment by debit and credit card is not an option. to consider making it an option; and 

Be ft further resolved. that utilities that currently accept debit and credit card payments only through 

th;rd parties are urrJed tc consider dropping the third party mechanism and offering a direct debit and 

creclt care! payment option instead: and 

Be it further resolved, that state public utility commissions are urged to survey the utilities within their 

jurisdictions to determine the options that are available lo consumers for paying utility bills without 

incurring additional charges; and 

Be it fwther resolved, that state public utility commissions are urged to exercise their jurisdiction as 

necessary and appropriate so as to accomplish the public policy objective that consumers be given an 

ability to make direct payment of utility bills by debit or credit card, without unjustified convenience fees, 

~:mrJ are urged in particular (i) to include, as a part of their rate-making activities, if and as needed, a 

comparative review of the costs associated with processing payments to utilities by debit or credit card 

and the costs associated with processing payments to utilities by other means, including traditional check, 

and (ii) to provide, if and as needed, such oversight and direction as to the reasonableness of utility 

payment acceptance policies and practices as may be necessary to advance the public policy objective 

here stated:[xix] and 

Be it further resolved, that the support in this resolution for utility acceptance of credit card payments is 

conditioned upon rnaintenance by the credit card companies of utility programs with reduced interchange 

fees sucl, that the costs incurred by utilities in accepting credit card payments remain comparable to the 

costs of processing payments by other means, including traditional check; and 

Be it further resolved, that the Consumer Protection Committee of NASUCA with the approval of the 

Executive Committee of IIJASUCA, is authorized to take all steps consistent with this resolution in order to 

secure its implementation. 

Submitted by Consumer Protection Committee 

Approved November 13. 2012 



Baitirnore, Maryland 
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