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PAYS® Questions for KCPL MEEIA 
January 10, 2019 

Q. An overview of PAYS® would be appreciated, how long in business,
where it operates etc.?

• The Energy Efficiency Institute, Inc. (EEI) was incorporated in 1988 by Harlan Lachman
and Paul A. Cillo. Each of them has 40 years of experience in the resource efficiency
field, including program implementation, design, expert witness testimony, and
management assistance.

• Work on the development of the PAYS® system started in 1998. The system was first
presented in a NARUC commissioned paper in 1999.

• The New Hampshire Public Utilities Commission approved the first PAYS tariff in 2001.

• The first PAYS program was started by Public Service Company of New Hampshire, an
IOU, now Eversource in 2002 and they are still running their program.

• A number of questions EEI was asked to address appear to make two assumptions:
1. That PAYS is an entity, and
2. That PAYS involves loans to individual customers.

• EEI wants to address both of these now very clearly:
1. There is no PAYS entity. PAYS is a system developed by the Energy Efficiency

Institute, and EEI holds the trademark to the name of that system: PAYS® and Pay
As You Save®.

2. PAYS does not involve loans to individuals.  PAYS is a system that allows utilities to
invest in efficiency upgrades on the customer side of the meter and recover their costs
through a tariffed charge on the participant’s bill. It does not involve consumer loans,
no individual debt, and not credit checks.

Q. Is there a customer income level profile that PAYS® believes is most
effective for targeting for achieving energy savings?

• No. The PAYS system has been designed for all customer classes and types of customers.

• It has been implemented at Investor Owned, Cooperative, and Municipal utilities, and by
electric, gas and water utilities.

• Programs based on the PAYS system have been targeted to municipal customers and
residential customers (both single family and multifamily).

• Participants in Arkansas and North Carolina live in some of the most economically
distressed service territories in the country; other programs have primarily served middle-
income to upper-income families.

• The most important criteria is that the customer have cost-effective savings opportunities.
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• If I were a utility manager, I would probably run a residential program with funds 
allocated to multifamily homes where customers pay utility bills and single family 
customers (with some funds allocated to customers in economically distressed 
neighborhoods). The no-debt and immediate net savings features of PAYS are also 
especially attractive to customers managing public buildings and to industrial customers. 

Q. Can and is the PAYS® model utilized by customers across multiple 
classes i.e. low income, middle income etc.?  Please discuss any 
examples, experiences. 

• Yes, No PAYS programs have been implemented with income criteria, although some 
marketing has been targeted to economically distressed neighborhoods and service 
territories. 

• To be clear, PAYS has served all types of customers. 

Q.       Can and is PAYS® utilized by small businesses/small commercial 
customers?  

• Yes. 

• However, depending on your definition of small business/small commercial customers, 
this is the most challenging market to serve. Unlike all residential customers who live in 
homes, with some heating and often cooling systems, refrigeration, hot water, and 
televisions and computers, there are very different types of customers and usages often 
classified as small business/small commercial. 

• For that reason, if I were starting a program, I would not start with small commercial 
customers. 

• That said, in the second PAYS program implemented, a tiny program at a cooperative 
utility, the utility upgraded HVAC systems for customers operating a health club and 
retail stores. 

Q. What types of energy saving purchases do customers make by availing 
themselves of PAYS®?  (furnaces, insulation etc?) 

• PAYS is a utility investment program in resource efficiency on the customers’ side of the 
meter. 

• Participants do not purchase items, they receive none of the benefits of ownership. They 
allow upgrades to be installed and allow the utility to recover its costs through a tariffed 
charge. The utility “owns” the upgrades through the cost recovery period. Ownership is 
transferred to the owner of the location when cost recovery is completed. 

• Generally, any upgrade that is a proven technology, that produces a reliable savings 
stream that can pay for the upgrade and provide immediate net savings to the customer, 
can and has been installed.  

• Upgrades installed in PAYS programs include, solar water heaters, street lighting, room 
lighting, water saving showerheads, toilets, insulation, air and duct sealing, dry summer 
drought tolerant landscaping, HVAC improvements, heat pump systems, and ground 
water source heat pumps.  
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• In 2004, EEI produced a study for Missouri showing more than 50 Industrial projects 
identified by Missouri’s Industrial Assessment Center that would qualify as PAYS 
upgrades with an investment of $2 million dollars. All had less than three-year paybacks 
and had not been implemented. For any jurisdiction interested in economic development, 
offering PAYS to industrial customers would make a lot of sense. 

Q. What efficiency projects remain or cannot be accomplished under the 
PAYS® model?   Does PAYS® perform periodic evaluations of 
additional energy efficiency projects it may decide to finance? 

• Projects with long paybacks (e.g., ten years or more such as new windows) cannot be 
accomplished using the PAYS system unless rebates are available to bring the payback 
down to approximately six years or less.  Unproven technologies should not be included 
in a PAYS program because savings must be uncertain. To qualify, upgrades must 
produce immediate, reliable savings for the customer. 

• Utilities or program operators who are using or considering using PAYS review new 
technologies and proven technologies all the time as installation costs, rates, and 
technologies change to determine whether they can produce sufficient reliable savings to 
qualify for installation. For example, this year there will be a study about qualifying 
rooftop solar photovoltaics and efforts to qualify electrification of buses using PAYS 
tariffs. 

Q. How has credit worthiness criteria been established in other PAYS® 
programs/ jurisdictions?  (ie.: a specific credit score/ reliance on specific 
credit agencies  e.g.,. Experian, TransUnion, Equifax or other criteria 
(such as presented in PSC Rules 13.030(1)(C). etc.)    

• No program based on the PAYS system has used credit scores or credit agency reports to 
determine customer eligibility. Some utilities require customers to be current in their 
utility billing, some require no more than 2 late payments in the preceding year, and some 
do not require any eligibility standard. 

• One of PAYS requirements for residential programs is that on an annual basis, estimated 
savings to the participant must exceed program services charges by 25%. All customers 
currently have to pay their bills and risk disconnection if they fail to do so. It should be 
easier for all customers to pay lower bills.  

• Without customer credit checks, uncollectables relating to PAYS upgrades across the 
country have averaged less than 0.1%. This is a fraction of utilities’ typical rate of 
uncollectables for all other charges.  

Q. How has credit worthiness been demonstrated ie:  tools such as 
automated credit risk scoring conducted by the utility, other tools, 
mechanisms?   

• I believe the answer I provided for the previous question addressed this question.  
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Q. Is underwriting a component in the PAYS ®model and if so how does it 
work? Who is responsible for defaulted PAYS® financing/loans?  

• PAYS involves no loans to participating customers so there is no underwriting needed for 
PAYS transactions with customers. Customers at a location agree to allow their utility to 
invest in upgrades at that location and the tariffed program services charges are assigned 
to the location.  

Q. What are the program costs?  Is a flat fee or percent of loan charged? 
What interest rates are applied? Are the interest rates subject to being 
adjusted? Do participants sign ‘Know Before You Owe’ 
documentation?  

• PAYS program services charges are fixed monthly amounts based on the upgrades 
installed at a location and are significantly less than a reliable estimate of customer 
savings for that specific location. 

• Program costs vary and depend on the size and quality of the program. In EEI’s response 
to Cadmus’ PAYS (sic) feasibility study filed by the Office of the Consumer Counsel, 
EEI recommends one way to implement a PAYS program and provides a budget for 
planning purposes. 

• If a utility borrows capital to use to pay the upfront costs for investments, it recovers its 
interest costs by rolling them into the program services charges. We have seen program 
services charges that include interest rates between zero and 7%.  

• PAYS program costs are much less than on-bill financing (OBF) programs and unlike 
these loan programs PAYS programs can reach hard-to-reach customers (low- moderate-
income customers and renters) and have much higher offer acceptance rates. 

• Customers receive offers. Once the offer is made to the customer, the interest rate used to 
determine the program services charge cannot be changed. Interest rates can be changed 
during a program. 

• EEI has developed and licenses agreements that provide clear statements to participants 
of program benefits and their responsibilities (and building owners’ responsibilities if the 
customer does not own the building). 

• EEI has developed a new system for providing notice of PAYS upgrades at a location 
that ensures successor customers who purchase or rent a location which had PAYS 
upgrades installed – learn of PAYS benefits and obligations prior to their taking 
occupancy. 

• Utilities have no responsibility to provide notice and are not liable for a failure to provide 
notice of PAYS benefits and obligations at a location. 
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Q. Has on-bill financing typically been included on utility bills?  
• On bill financing (OBF) has typically been defined as making loans to help customers 

purchase resource efficiency upgrades. By definition, OBF programs involve charges on 
the bill. 

• PAYS does not involve loans to customers. PAYS uses a voluntary tariff. Program 
services charges are on the utility bills at a location at which PAYS upgrades were 
installed until the utility receives full cost recovery for its investments. 

Q. What opportunities and challenges have arisen with integrating PAYS® 
into utility billing systems?  

• One of the eighteen utilities implementing PAYS programs upgraded its billing and 
information system based on EEI’s recommendations and those of its billing staff. The 
module cost less than $40,000. 

• The seventeen other utilities used existing capabilities, likely those associated with rental 
or financed technologies, supplemented by program CRM software, and have operated 
their programs without making changes. EEI recommends any utility committing to the 
PAYS system investigate the real cost of an EEI approved billing system upgrade. 

Q. How many utility clients does PAYS® serve and how many customers 
are served by PAYS®? 

• As of June 30, 2019, eighteen utilities in eight states had operated programs using the 
PAYS system. The first program started in 2002. As of June 30, 2019, customers at more 
than 4,900 locations accepted offers for upgrade installations at their locations totaling 
more than $40 million. 

Q. What are various utility and or PAYS® processes utilized to handle 
customer arrearages? 

• Since PAYS charges must be treated the same as all other utility charges for essential 
services, the same processes the utility uses for other arrearages is used. 

• Some utilities have established loss reserve funds. Uncollectables have averaged less 
than 0.1% for all reporting utilities operating PAYS programs. Only 1 charge against the 
three loss reserve funds in three states has been made in the past 5 years. EEI does not 
recommend incurring the cost of setting up reserve funds but that utilities use the same 
mechanisms they currently use to recover their investments. 

Q. What are the ‘ranges’ of arrearage rates that PAYS® sees from its 
various utility partners/their customers? How are arrearages 
handled?   Are they tied to service disconnection?  What are the up and 
downsides of tying arrearages to service disconnection?  

• Uncollectables related to PAYS upgrades are a fraction of all reporting utilities’ average 
rate of uncollectables.  
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• Utilities implementing PAYS programs are required to use their same processes for 
collections of arrearages, including disconnection if necessary, as they currently use for 
all other charges. 

• No utility implementing a PAYS program has ever reported disconnecting a PAYS 
participant or successor customer for non-payment. 

Q. Have defaulted loans led to any evictions or foreclosures?  If so, what 
data does PAYS® maintain and have in its possession on such 
occurrences?  

• No. No defaulted tariffs have led to eviction or foreclosures. 

• Some homes in California were subject to foreclosure for reasons other than the PAYS 
tariff as a result of the financial collapse in 2008 - 2009. The tariff is designed to survive 
foreclosure or extended vacancy. 

Q. What data does PAYS® have regarding loans that have transferred 
ownership?   Did transfers result in accelerations of early pay-
offs?  Does repayment transfer seamlessly to new customers?  Please 
explain how loan transfers work between customers/households. 

• There are no loans with the PAYS system. 

• Tariffed charges remain at the location and are binding upon any successor customer 
taking service at a location.  

• Some utilities have waived program services charges at times for customer service 
reasons. These do not represent a PAYS related expense.  

• Based on anecdotal information, EEI has revised its intellectual property (i.e., the 
forms, agreements and worksheets alluded to above) to provide for tariffs that will not 
be subject to early pay-offs but that assure that all successor customers who purchase 
locations will learn about the PAYS upgrades at that location and the tariff’s benefits 
and obligations. 

Q. Has PAYS® had any complaints filed against it by ie:  state attorney 
general offices, by consumer advocacy groups, utility commission staffs, 
Better Business Bureaus etc? 

• No. There have been no complaints filed against an implementing utility in the 18 years 
programs have been operated. 

• There have been no challenges to the PAYS system elements (i.e., that PAYS charges 
represent an essential utility service, that PAYS uncollectables shall be treated the same 
as all other essential utility charges, including disconnection in accordance with 
existing rules governing disconnection for non-payment, that charges may be assigned 
to a location and are binding on successor customers who apply for service at an 
upgraded location, etc.). 
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Q. Does PAYS® guarantee monthly savings greater than the monthly 
tariffed repayment?  If not, how do low-income customers participate 
given that some months customers could receive higher bills.     

• There are no savings guarantees.  

• There is a guarantee that annual savings estimates for each specific location based on 
current rates will significantly exceed annual program services charges for that 
location. Most utilities use EEI’s 80% rule. This ensures that solid annual savings 
estimates will exceed annual program services charges by 25% (i.e., providing a 
healthy margin of error). 

• There is also a guarantee that if upgrades fail and are not repaired, program services 
charges will cease.  

• This offer to customers has resulted in more than 50 percent, and sometimes as high as 
90 percent, of customers accepting PAYS offers. 

Q. If PAYS® projects under-perform’ and the energy savings are not what 
was projected/ calculated what if anything occurs or what recourse does 
the customer/utility have? 

• PAYS uses only proven technologies. Contractor requirements such as insurance and 
bonding, quality control mechanisms, mechanisms to ensure high quality upgrades and 
fair prices, along with other design features have kept under-performance from being a 
problem. 

• Additionally, verification protocols alert implementing utilities to anomalies at PAYS 
locations that enable investigation prior to complaints. Most of the time, higher than 
anticipated usage results from increased occupancy. Other times higher than expected 
usage results from customer purchase and use of new energy using technologies. 

• Finally, every implementing utility has reported increased customer satisfaction when 
they have switched to using the PAYS system. 

Q. Who bears the burden of making repairs on PAYS® funded projects 
should they be required during the course of payback? 

• If an upgrade fails as a result of contractor error, substandard products, or poor 
installation, even problems not identified by a post installation inspection, the 
contractor or product supplier is required to repair the upgrades.  

• If the building owner fails to maintain upgrades as per their agreement or if occupants 
damage the upgrade, causing its failure, they will be made responsible for repairs and 
the program services charges will continue, assuring utility cost recovery.  

• If the upgrade just failed, the utility or its program operator can determine if it is 
financially viable to pay for a repair and extend the charges (another required PAYS 
design feature) or to just terminate the charges. 

• The use of proven technologies, high quality contractors and contractor requirements 
has resulted in no utility using the PAYS system reporting the need for upgrade repairs 
or to waive charges due to upgrade failure. 
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