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Executive Summary 

This update to the Interior Gas Utility (IGU) Conversion Program Tactical Plan (Plan) 
progresses and refines the tactical approach and recommendations to implement the Interior 
Energy Project (IEP) Conversion Program.  The Conversion Program will focus on 
residential participants, including homeowners and renters.  The number and rate of 
residential conversions to natural gas and the on-boarding of new customers has been 
identified as keys to the success of the IEP. 
 
The IGU conversion program is expected to ultimately be a function of the utility structure 
that results from the integration of IGU and Fairbanks Natural Gas.  Other aspects of the 
IEP, including gas supply, utility integration plans, and due diligence activities are still in 
various stages of development.  Also to be identified or determined are utility funding 
sources available for use to expand customer service offerings for conversions and on-
boarding support. 
 
With that being the case and as recommended in the previous update, the IGU Conversion 
Program team has focused on advancing the definition of an on-bill repayment (OBR) 
program and the associated legal authorizations needed to support such a program as 
previously recommended. 
 
Recommendations from the previous updates presented to the IGU Board include the 
following: 

• Continue to work to identify sources of low interest capital. 
• Continue to identify attributes of successful on-bill payment programs. 
• Continue legal review of financing program attributes: 

o On-bill financing (OBF)/repayment mechanism. 
o Use of rate-payer funds to support financing program: 

 Loan loss reserve. 
 Interest rate buy down. 
 Administrative costs. 

o Utility service shut-off. 
o Ability to transfer loans with property and “follow the meter” versus 

homeowner. 
• High level OBR implementation timeline. 

To support this effort, IGU is working with the Environmental and Energy Study Institute 
(EESI), a non-profit entity which focuses on the establishment of OBF and repayment 
programs to support energy efficiency initiatives.  EESI provides services to municipalities 
and utilities free of charge, but does not provide program funding or capital. 
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The cost/price of gas and other consumer decision drivers, such as convenience and 
cleanliness of natural gas, may impact the ultimate rate of conversions but are not discussed 
here as program attributes.  This is because they are out of the control of the IGU 
conversions program and corresponding OBR program. 

FINDINGS 

Third-party Lenders and Capital 

Through additional research of other on-bill and federal funding programs, EESI confirms 
that there is a very low likelihood of 0% or low interest rate federal funds being available to 
IGU to support conversions from petroleum-based liquids to natural gas.  This coupled with 
the State of Alaska’s current fiscal challenges supports the path forward to developing an 
OBR program using third-party lenders and capital. 

OBF Case Study - Chambersburg, PA Municipal Utility 

Appendix A of this update includes a Case Study prepared with cooperation from EESI.  This 
Case Study presents programmatic details relative to the on-bill financing program offered 
by the Chambersburg Municipal Utility.  Similar to IGU, this program was developed to 
support customer conversions to natural gas.  As such, attracting and bolstering conversions 
with the current costs differential between fuel oil and gas is also an issue for them.  Also like 
IGU, this is in addition to any consideration of the convenience and cleanliness of natural 
gas. 

The case study includes presentation of the general discussion and follow up questions, 
answers, and lessons learned.  Lessons learned provide confirmation of program attributes 
under consideration by IGU. 

Some of the program lessons learned include: 

• Cost to customer of gas versus fuel oil is a primary driver.
• Positive results from strong customer service programs.
• Positive results from highly engaged contractor community.
• Utility defined creditworthiness requirements, such as utility bill payment history or

credit score.

IGU On-bill Program Roles and Responsibilities 

A process to identify program implementation roles and key entities was initiated to define 
the potential engagement of IGU on this program.  Using a template typically used for this 
purpose by EESI, the team worked with IGU General Manager to identify the key roles and 
activities associated with implementing an on-bill program.  Responsible parties include the 
utility either separately or in combination with the FNSB, and un-named third parties.  
Primary areas of interest include: 

• Financial
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• Customer Service 
• On-site Activities 
• Contractor Engagement 
• Other Administration Activities 

Legal Review 

In response to a request by IGU General Manager, CSG, Inc. provided a legal review 
regarding potential program features, as noted above.  The request was for a determination 
and recommendation regarding the legal authority of IGU to implement an on-bill repayment 
program as proposed.  Generally, current Alaska statute is silent regarding on-bill financing 
or repayment activities.  Rather than interpret or summarize the CSG, Inc. findings, the 
entire response is included in this document as Appendix B. 
 
Appendix C contains examples of legislation used by other states and entities to obtain legal 
authority for the implementation of an on-bill program. 
 

On-bill Program Implementation 

To provide IGU and its board with an idea of the steps, and timing of those steps, associated 
with implementation of an on-bill program, EESI provided a high level timeline.  For this 
timeline, which spans approximately 23 months, Year 3 is the year gas is available to IGU 
and the program is expected to be available to support conversions customers.  Years 1 and 
2, therefore present the implementation activities leading up to Year 3.  It should be noted 
that in order for the program to be implemented, it needs to be planned and staffed 
accordingly.  This includes legal authority and integrated operational plans, policies, and 
procedures necessary for implementation.  Recommendations and implementation 
strategies for these plans, policies, and procedures will be advanced in future program 
development efforts. 

CONCLUSION 

The primary conclusions are based upon research, discussions with other utilities, and EESI 
on-bill program expertise.  The program contemplated by IGU is similar to other customer 
on-boarding programs established by other utilities.  As a result, other than estimating costs, 
no further research regarding program attributes is recommended. 

Instead it is recommended that efforts be made toward the following: 

• Obtaining IGU Board approval to advance detailed planning. 
• Obtaining explicit legal authorization to implement an on-bill program as considered 

by IGU. 
• Determining customer service scope of work. 
• Integrating new customer on-boarding and conversions customer service program 

with utility operations planning. 
• Determining staffing needs for – 
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o New customer service program (conversions and on-boarding) 
o On-bill repayment program 

• Implementing activities identified on on-bill program timeline. 
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1.0 INTRODUCTION 

This document provides an update and overview of the ongoing effort to advance the 
objectives of the Interior Gas Utility (IGU) Conversion Program. Information presented and 
recommendations made are based upon Interior Energy Project (IEP) program data. 

During this reporting period, as other elements of the IEP were defined and advanced, IGU 
management directed Stantec to focus effort on items that IGU could offer on its own, 
without additional funding resources.  As a result the conversions plan was focused on 
attributes of an on-bill repayment program for IGU. 

It is expected that this update will be included in the Conversion Program Tactical Plan 
(Plan), March 2016, as an appendix.  The Plan is based upon several assumptions – 
including gas supply, the operation plan for the combined IGU and Fairbanks Natural Gas 
utility, and internal and external funds available to support such initiatives. 

As the dates for these and other IEP related tasks change, certain conditions relative to the 
conversions program can also be expected to change.  Financial impacts of the proposed 
customer on-boarding and conversions support programs, including on-bill repayment, will 
be estimated at a later time.  First, the impacts to conversions of recently determined details 
relative to gas supply cost, storage and delivery, and utility integration need to be better 
understood and incorporated. 

Thus, to advance previously reported work, the IGU Conversion Program team has focused 
on initiatives it can support, like OBR.  This includes continuing to refine program objectives 
related to: (1) the potential structure and key attributes of a repayment program, (2) the 
necessary legal and regulatory authorizations required to execute the program as proposed, 
and (3) the implementation schedule for an on-bill program. 

Stantec Consulting Services, Inc. (Stantec) has leveraged the energy efficiency expertise of 
the Environmental and Energy Study Institute (EESI) and their knowledge of developing on-
bill financing and repayment systems for utilities.  The team reviewed ongoing on-bill 
programs with respect to on-bill programs to support conversions to natural gas.  In addition, 
the team engaged existing program administrators regarding the attributes of their respective 
programs, and which of those attributes contributed to program participation and success. 

The overwhelming majority of utilities using on-bill programs are electric utilities and almost 
none support conversion to natural gas.  However, the Chambersburg, Pennsylvania 
Municipal Utility (CMU) provides an on-bill financing program to support conversions to 
natural gas.  Although there are differences between IGU and CMU, the CMU on-bill 
program supports conversions to natural gas.  A case study reviewing the CMU program 
was developed in coordination with EESI.  The case study includes a Stantec and EESI 
interview with CMU program administrators, and is presented in Appendix A of this 
document. 

Research of successful and long term on-bill programs confirms that the intention of IGU to 
provide a customer-focused program to encourage and support adoption of natural gas is 
consistent with those programs.  The proposed IGU program and the programs reviewed 
include the following on-bill program attributes: 

• Well defined roles and responsibilities for the utility and third party participants. 
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• Strong Contractor engagement, which includes education regarding the on-bill
program.

• High levels of customer service.
• Defined loss prevention and default protection strategies.

2.0 BACKGROUND 
IGU seeks to develop a facilitated residential conversion support (new customer on-
boarding) program, to be executed to coincide with when gas is available to IGU.  Attributes 
of the “one-stop shop” program include providing: 

• Customer Service
• Information
• Support

These customer-centric services would support new residential customers who sign up or 
on-board to the utility systems.  On-boarding activities include providing service, information, 
and support regarding: 

• Connection and conversion processes.
• Consumer lending and repayment program(s).
• Participating contractor involvement.
• Service line locations, installations, and connections.
• Installation quality assurance/acceptance.

In addition, IGU seeks to include an OBR program to bolster residential conversions by 
developing a program that reduces first cost impacts by extending the payback period - as 
this may be a significant barrier for some - and increasing the ease and convenience of 
adoption. 

2.1 ON-BILL REPAYMENT 

The option recommended for continued research and effort is a consumer loan repayment 
program that uses third-party capital as the source of funding for a loan program.  Funds are 
provided to consumers by private financial institutions or public funding entities.  Loans, 
which may be pre-qualified using utility defined metrics (utility bill payment history or credit 
score), are issued via payments made by the lender directly to the contractor upon 
completion of the work.  Loan repayment is made to the lender through the utility’s billing 
and collection processes.  In this situation, the lender is the loan originator and administrator. 

Typically, interest rates are passed along to the consumer and include the cost of capital, as 
well as any program administration costs incurred by the utility.  Low interest sources of 
capital, such as grants or funds administered by non-profit entities, allow the loans to be 
issued to consumers at lower rates than traditional lending institutions. 

Early program goals of obtaining low interest or zero-percent interest funds via federal 
sources beyond what is currently available, seem today to be highly unlikely:  Current 
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funding programs either do not support gas utilities or fossil fuel heating unit changes from 
liquid to gas. 

Therefore, the option recommended for development is a consumer loan repayment 
program that uses third-party capital.  Funds are provided to consumers by private financial 
institutions or public funding entities.  Loans, which may be pre-qualified using utility defined 
metrics, are issued via payments made directly to the contractor upon completion of the 
work.  Loan repayment is made to the lender through the utility’s billing and collection 
processes.  In this situation, the lender is the loan originator and administrator, with the utility 
acting predominately as a pass-through mechanism for payments. 

Typically, using private lender capital often results in higher interest rates to the consumer. 
This is true, unless: 

• The utility provides a loan loss reserve or interest rate buy-down.
• A Same-as-Cash product is used and the consumer pays off the debt during the no-

interest period.
• Lenders recognize the historically low default rates of EE related on-bill programs

and assess risk accordingly.

Nationally, default rates on EE on-bill programs is in the 1% to 2% range.  There is no 
definitive answer as to why the default rate is low.  Some program administrators attribute 
the low default rate to “follow the meter” provisions, others attribute it to the single bill with 
“payment neutral” provisions, and yet others claim their ability to disconnect is the answer; 
all of which have been recommended by counsel for pursuit of explicit statutory 
authorization. 

Even though EE on-bill programs have demonstrated low default rates, traditional lenders 
have yet to recognize this when considering interest rates on EE related loans.  This may be 
due to the fact that EE programs are relatively new to the lending marketplace. 

Utility costs associated with administering on-bill programs generally have been shown to be 
high, about 10% to 15%.  These costs are associated with the utility issuing bills, collecting 
payments, making payments on behalf of customers, etc.  In addition to labor costs, costs 
associated with hardware and software upgrades to the utility billing system can be 
substantial and should be considered and estimated.  Utility program administration costs 
are born by the customers that use the OBR program.  The costs are passed through either 
by including them in the interest rate (monthly bill) or in the loan application fees. 

As a result, costs associated with the loan to the consumer include lender costs and utility 
costs.  Typical third party lender programs have interest rates that include protection against 
default.  IGU is considering several actions to minimize the costs to the consumer of third 
party capital and also to minimize the risk of default. 

Traditional, for-profit lending institution rates may be reduced if the utility is willing to share 
the risk of default by using utility funds to provide a loan loss reserve or “backstop” to protect 
the lender from default.  This action is used by other utility programs.  The Plan 
contemplates the provision of a backstop to protect against defaults and reduce interest 
rates, though funding for such a backstop remains undefined. 
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One of the most common and widely used credit enhancement strategies due to its ease of 
implementation is the Loan Loss Reserve (LLR).  It entails the setting aside of a limited pool 
of funds from which the financial entity can recover a portion of their losses in the event of 
borrower defaults.  Typically, the size of LLRs are in the range of several percent up to 10% 
(i.e., the loan pool coverage ratio) of the amount of capital allocated for the program.  In this 
case, the loan pool coverage ratio is the maximum percentage of a pool of loans that can be 
recovered from the LLR.  The lower the loan pool coverage ratio, the higher the leverage of 
the capital monies (e.g., a 5%, $1 million LLR can support $20 million in lending and 
leverage LLR monies 20 to 1). 

Another typical component in the LLR is the loss-share ratio, which is the percentage of a 
lender’s loss on each default that can be recovered from the LLR.  For example, an 80% 
loss-share ratio would allow a lender or investor to recover 80% of the loss from each loan 
default in the LLR up to the maximum loan pool coverage ratio.  The lender or investor would 
be absorbing the 20% difference.  These LLR terms are typically negotiated between the 
program administrator and the lender, depending on the program goals, target sector being 
served and the risk tolerance of the lender. LLR monies are typically placed in an escrow 
account at the start of the program, and then drawn down if defaults occurs. (Source: EESI 
“How-to Guide” Launching an On-bill Financing Program, 2016). 

2.2 RATEPAYER FUNDS 

IGU is evaluating the use of ratepayer or other public funds as a separate, dedicated funding 
mechanism to support the on-bill repayment program.  Theoretically, ratepayer funds could 
be used to provide loan loss reserve funds or loan interest rate buy-down for consumers. 

Whether or not this is possible for IGU is dependent, in addition to availability of internal 
funds, upon the utility’s legal authority to use public funds in this manner.  A review has been 
conducted and is discussed below.  In addition to legal consideration regarding the use of 
public funds, typically there are cost-benefit requirements associated with the use of 
ratepayer funds by a public utility. 

2.3 LEGAL AUTHORITY CONSIDERATIONS 

At this time, there is no precedence in Alaska for an on-bill repayment program as suggested 
by IGU.  As a result, it is necessary to determine the extent of legal authority or authorization 
requirements needed for implementation of certain contemplated program elements, 
including protection against defaults, which impact the utility customer. 

Repayment program elements under consideration and legal review include, but may not be 
limited to, the following: 

• Sponsoring and supporting an on-bill repayment program – which includes collecting
loan repayment funds from rate payers and making payments to a third party
(lender) on behalf of the consumer.

• Utilizing rate-payer funds or state funds to support a utility-specific financing
program:
o Loan loss reserve/backstop against default (currently perceived to be a loan

obligation from the Fairbanks North Star Borough (FNSB) to IGU).
o IGU administrative fees to support the financing program.
o Interest rate buy down to achieve an attractive rate.
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o Marketing efforts for the financing program.
• Authority to attach consumer loans to property so as to “follow the meter” as a tariff,

or other means of transferring the loan payment responsibility should the property be
sold.

• Ability of the utility to shut-off service for non-payment of third-party debt.

3.0 IGU ON-BILL REPAYMENT PROGRAM 
To support the utility goal of “as many conversions as possible,” which translates to “as 
many new customers as possible,” a strong customer-centric program is envisioned for IGU. 
Administration of an IGU-sponsored customer service program is anticipated to be 
integrated within the utility’s administration and operation policies, practices, and protocols.  
The addition of a new customer on-boarding program featuring an on-bill repayment offering 
is an element of the overall utility administration. 

3.1 ROLES AND RESPONSIBILITIES 

Table 1 depicts the proposed division of responsibilities for the IGU on-bill repayment 
offering.  The responsible entities include those of the utility and also third party participants. 
This tool is used to manage risk, identify program needs, and facilitate program 
development.  The table was completed with input from the IGU General Manager. 

Table 1 On-bill Program Roles and Responsibilities 

Work Area IGU Third Party IGU/FNSB 
Finance 

Provide and manage program capital X 
Loan approval and origination X 
Loan servicing X 
Provide credit enhancements X 

Customer Interface 
Marketing X 
Primary contact for participant X 
Managing on-bill payments X 

On-Site Activities 
Contractor recruitment/training/approval X 
Contractor coordination X 
Home audits / Energy modeling X 
Project approval (pre- and post-work) X 

Other Administration Activities 
Overall program administration X 
Evaluation, monitoring & verification X 
Legal issues X 

Key: 
FNSB – Fairbanks North Star Borough IGU – Interior Gas Utility 
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3.2 FINANCE 

Using third party capital to support conversions relies on lending institutions expertise and 
mitigates the risk to IGU associated with consumer lending.  IGU will work with lenders to 
understand and, where practical, define loan program attributes for the on-bill program with 
respect to creditworthiness requirements and potentially interest rate reduction actions.  
However, the lenders will hold responsibility for providing capital, and issuing and managing 
the individual loans. 

IGU will collect payments and make payments to lender(s) based upon the terms of the 
loans.  This will require the IGU billing system to either have or allow this functionality.  This 
program aspect will be further reviewed when information relative to the existing or proposed 
billing system for the integrated utility is available. 

3.3 CUSTOMER INTERFACE 

Review of long-term utilities implementation of on-bill programs revealed that, typically, on-
bill programs are added to bolster utility participation and energy efficiency through heating 
unit and appliance changes.  Such utilities have well established administration practices 
and requisite, in-place staff for on-boarding new customers.  When gas is available, it is 
assumed that IGU will have staff available and policies in place to support utility activities 
associated with new customer on-boarding.  These include: 

• Customer service.
• Marketing and communications.
• Billing and account administration.
• Service line installation coordination.
• Heating system functional check-out or other method for system acceptance prior to

gasification.
• Legal.

For IGU, it is expected that the addition of an on-bill repayment program will represent a 
slight increase in staffing above that needed to implement the “one-stop shop” service 
offering.  To implement the on-bill program, IGU will either need to hire or cross-train 
administrative and operations staff to include the following activities: 

• Provide program information to customers, lender(s), and contractors.
• Coordinate with lender(s) and contractors.
• Confirm creditworthiness, if using utility defined metric.
• Confirm installation.
• Include provisions to on-bill customer accounts.
• Implement on-bill partial or non-payment protocol, as appropriate.
• Coordinate payments with lender(s).
• Implement lien/account transfer, if the loan follows the meter.



Legal Authorization 
November 1, 2017 

18750706\\usanc1s01\server\wp\proj\igu\185750706-igu_2016-17_10509325old-yr-4\11_00 
conversions\11_01 conversions\11_01_02_board\20171101\2017 conversions update report 20171101.docx 4.7

The financial impact of implementing a “one stop shop” on-boarding strategy with an on-bill 
program will be estimated when the following are known and taken into consideration: 

• The price of gas after 2021.
• Gas availability to IGU.
• Operational structure of the integrated utility.

3.4 ON-SITE ACTIVITIES 

On-bill related on-site activities include not only customer coordination, but also coordination 
with installation contractors.  Existing programs with high participation rates report that 
contractor engagement is central to success.  For these programs, utilities work with 
contractors and provide them with information relative to the financing program so that 
contractors can inform their customers.  Much like auto dealers providing financing to new 
car buyers, this includes providing contractors with the means to provide customers with 
loan application and submittal services. 

Once approval has been granted, and the installation work has been conducted, the utility 
representative provides an audit of the installation to ensure the work is complete as bid and 
is consistent with the terms of the loan.  This step is necessary to facilitate contractor 
payment and service activation. 

3.5 OTHER ADMINISTRATIVE ACTIVITIES 

There are additional administrative activities associated with on-bill repayment programs 
which must be addressed by the utility.  These include, in addition to overall administration, 
monitoring program participation metrics and legal involvement.  Monitoring program metrics 
allows the utility to determine the success of the program based upon utility defined 
expectations.  This may include participation rates, default rates, and costs to administer the 
program.  Legal involvement may be required to resolve matters associated with 
non-payment or default. 

4.0 LEGAL AUTHORIZATION 
IGU seeks to develop a program that allows customers to participate at the lowest cost 
possible but also balance risk to the utility.  In addition to implementing an on-bill 
collection/payment mechanism for third-party debt, this includes consideration of 
implementing the following program terms: 

• Terminating service for lack of payment or default.
• Structuring loan to “follow the meter” and not the customer.
• Establishing a loan loss reserve as backstop against default.

As noted, in Alaska there are currently no on-bill programs such as proposed by IGU.  And 
Alaska law is silent regarding a number of mechanisms noted as being major contributors to 
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programmatic success.  This brings into question whether or not IGU has the legal authority 
to implement an on-bill program and administer it as proposed. 

To determine legality, IGU obtained a legal review from CSG, Inc.  With reference to the 
opinion provided, it is recommended that IGU seek to obtain certain explicit authorizations.  
The complete legal response from CSG, Inc. is provided in Appendix B.  Further definition 
of statutory and regulatory needs may also be forthcoming should the Alaska legislature and 
administration officially request investigation by the Regulatory Commission of Alaska. 

Summary examples of authorizing language used by other programs with similar provisions 
being considered by IGU are provided in Appendix C. 

It is anticipated that development of authorizing language for approval by the Alaska State 
Legislature will be inclusive, with participation or input obtained from other Alaska-based 
utilities.  This will result in an action that meets the needs of other utilities, as well as those 
of IGU.  It is anticipated that any action by the Alaska State Legislature will be advanced by 
IGU with legal support and timely to support the first conversions. 

5.0 ON-BILL PROGRAM IMPLEMENTATION SCHEDULE 
For planning purposes, Stantec and EESI provided a high level timeline, Table 2, for 
implementation of an on-bill program as proposed by IGU.  It should be noted that in order 
for the program to be implemented, planning and staffing are needed for program 
development.  This includes legal authority and integrated operational plans, policies, and 
procedures necessary for implementation. 

Table 2 High Level On-bill Repayment Program Implementation Timeline 

Timeline Develop 

Year 1 – Initial Planning 

Quarter 3 • Set enough key program details so that discussions can begin with lenders.

Quarter 4 
• Hold exploratory conversations with financial institutions.
• Initiate Request for Information/Request for Proposal processes.
• Submit requests for legislative changes.

Year 2 – Further Planning and Program Ramp-Up 

Quarter 1 • Negotiate deal with financial institution, as appropriate.
• Legislative changes are approved.

Quarter 2 
• Sign agreement with financial institution, as appropriate.
• Create pre-launch work plan and assign roles.
• Create program delivery process charts explaining roles and responsibilities.

Quarter 3 
• Meet with potential contractors and other stakeholders.
• Set procedures with financial institution for loan origination and flow of capital.

Quarter 4 
• Develop program application and participation agreement.
• Recruit additional contractors.
• Develop IT implementation plan for on-bill repay.
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Year 3 – Gas Delivery and Program Launch 

Jan - Feb 

• Develop contractor management plan (including QA/QC process). 
• Develop marketing plan. 
• Finalize loan servicing plan with financial institution. 
• Finalize program administration procedures. 

Mar 
• Hold pre-launch meetings with contractors. 
• Finalize web portal and marketing materials. 

Apr • Program launch (pilot phase). 

May • First conversions completed. 

June • Evaluate and modify program procedures. 

Key: 
QA/QC – Quality Assurance/Quality Control 
 

Table 2 provides an overview of the activities that will need to be in place prior to the first on-
bill program customers, which occurs in Year 3. 
 
 

6.0 CONCLUSION 
Based upon the work conducted to date, it appears that the customer service and on-
boarding program, including and on-bill repayment offering, is consistent with programs of 
other utilities seeking to bolster participation.  While there are limited examples of gas 
utilities providing these services for natural gas conversions, the example provided by the 
Chambersburg PA Municipal Utility operates with similar goals, drivers, and program 
administration attributes.  Funding for an IGU on-bill program will likely focus on leveraging 
programs offered by existing lenders and third-party capital to make the most of IGU’s 
initially limited internal funding capacity. 
 
Legal review relative to the authority of IGU to implement an on-bill repayment program, 
reveals additional work in this area is needed.  Pursuing explicit authorization will require 
legislative involvement and action prior to implementation.  Development of the authorizing 
language appropriate for use in Alaska, is expected to include stakeholder engagement from 
other utilities that may have an interest in implementing an on-bill program. 
 
To determine cost of administration, more is needed relative to the operating plan of the 
combined utility.  Current economic conditions in Alaska are depressed and the price 
differential between fuel oil and natural gas is low.  As a result, consumers may be inclined 
to delay conversions.  Therefore, to attract new customers, it is expected that a strong 
customer service program will be essential to bolstering and promoting residential 
conversions.  Developing the scope, staffing, and timing for a customer service program with 
an on-bill repayment option are recommended and planned for future effort. 
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EESI Case Study         September 2017 
 
 

Chambersburg, PA Municipal Utility – OBF for Natural Gas Conversions 
 
The Borough of Chambersburg is a municipal utility that provides natural gas, electric, water, trash, and 
waste services to about 20,000 residents in south central Pennsylvania. Besides Philadelphia, 
Chambersburg is the only municipality in the state that owns and operates its own natural gas utility.  It 
is also one of the few municipal gas utilities in the country offering a financing program to convert 
homes to natural gas.  Participating customers repay the loan to the city over time as part of their utility 
bill, making this an on-bill financing program. 
 
Program Overview 
 
The Borough of Chambersburg’s Natural Gas Department launched the “Main Street Energy Efficiency 
Financing Program” in 2011.  In the past six years, the program has helped convert approximately 400 
homes from heating oil to natural gas.  The program has loaned out $1.75 million to participants, with 
individual loans capped at $5,000. 
 
All participants in the conversion program are already members of the broader Chambersburg 
municipal utility.  At the program’s outset, approximately one half of the city’s 10,000 utility customers 
used natural gas for heating.  The utility developed the conversion on-bill financing program to increase 
the share of customers using gas (and thus grow its revenue base).  Additional goals of the program 
are to deliver energy cost savings to city residents, bolster local contractors, and improve the 
environment by reducing fuel oil use.  Chambersburg utilities are not regulated, so authorization was 
not needed from the state for this program.  Rather, the borough council voted to approve the program. 
 
While the program is administered by the Chambersburg municipal utility, the loan capital comes from 
the Municipal Gas Association of Georgia (MGAG), of which Chambersburg is a member.  (The 
peculiar geography of this is partially explained by there being only two municipal gas utilities in 
Pennsylvania.) MGAG provides Chambersburg with an interest-free credit line of $5 million, along with 
some administrative support.  Chambersburg then serves as pass-through for the loan repayments to 
MGAG. 
 
Measures and Savings 
 
The conversion program provides loans to customers to remove fuel heating equipment and replace it 
with high-efficiency gas furnaces and tank-less gas water heaters.  The average Chambersburg natural 
gas customer spends $550 per year, and the utility 
estimates that to be a $1,550 per year savings over 
heating oil.  Assuming a conversion cost of $5,000 with 
minimal financing costs, the average project has a 
simple payback of less than 3.5 years.  But because a 
project loan is for five years, participants save an 
average of $500 per year in total energy costs even 
while repaying the loan. 
 

Local Fuel Costs in Chambersburg 
 

Natural Gas: $0.58/ccf = $5.62/MBtu 

Heating Oil #2: $2.65/gallon= $19.13/MBtu 
 

Heating oil costs 3.4x more than natural gas 
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For quality assurance, the utility inspects the completed work on every participating home.  The utility 
must sign off on the work in order for contractors to be paid.  The utility reports that it has a good 
relationship with the local contractor network, which has benefited from the additional business. 
 
Financing 
 
Loans for the program are capped at $5,000, to be repaid over five years.  The utility charges zero 
percent on the loans, but adds a $3 per month administration fee on each loan.  Therefore, a customer 
that needs a max loan and uses the full five-year repayment period will pay $86 per month (not 
including any fuel savings).  The loan payments are included as a line item on the customer’s combined 
municipal utility bill.  To be eligible, homeowners must already be a customer with other Chambersburg 
utility services and have two years of good utility bill payment history.  No additional credit check is 
performed.  The loans have been low-risk for the utility, with only one default in the first six years of the 
program.  The loans are attached to the individual and not the meter, which means that the loans 
cannot be transferred to the next occupant of the home. 
 
Administrative Details 
 
The Chambersburg utility operates the conversion loan program with few overhead costs.  The utility 
relies on the local contractor network and word-of-mouth to market the program.  The utility did not add 
staff to run the program, but instead relies on existing personnel to approve applications, coordinate 
with contractors and participants, and handle loan collection.  The utility reports that this has not added 
significant burden to staff, though it does rely on MGAG staff for certain tasks. MGAG provides 
centralized support and loan capital for 19 municipal utilities’ energy efficiency financing programs, 
mostly in Georgia, but Chambersburg is the only one to offer financing for natural gas conversions. 
 
Future 
 
The Borough of Chambersburg is pleased with the results and will continue to offer the program for the 
foreseeable future.  It has more than $3 million in loan capital available through MGAG, with the 
possibility of increasing the pool and/or converting it to a revolving loan fund.  Recently, Chambersburg 
expanded the program to include small commercial customers.  The first commercial loan was 
completed in mid-2017. 
 
Notes: Q&A with John Leary, head of the Chambersburg Gas Department 
 
1) Are the conversions related to existing utility customers or new customers? 

A: All conversions are for people that already use Chambersburg Borough utilities.  Most are for 
those customers that previously didn't have gas, but we do also have some for people who had 
gas but used something else as their primary heating fuel. 

 
2) If existing customers, is your utility a gas/electric combination which allows you access to 

customer utility bill payment history? 

A: Yes, we are a combo utility (gas/electric/water/sewer/trash), so we do have access to their 
utility bill payment history. 

 
3) If new customers, what is your qualification process, does it change?  Again the question of 

access to payment history comes up. 
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A: Any "new customers" are just new to gas, so we still have their payment history for the other 
Chambersburg utilities. 

 
4) Please remind me of your total potential new customer pool, and number of new conversion 

customers per year with financing and without. 

A: We have about 21,000 residents, or about 10,000 households/business unit.  We have about 
5,850 gas customers.  We have been adding about 75 gas customers per year, with about 50 of 
those due to the financing program. 

 
5) If a customer doesn’t utilize the on-bill program, do the utility supported quality and contractor 

programs change?  Or do all new conversions customers go through the same on-boarding 
process regardless of funding source? 

A: I'm not sure if I understand this question, but will still try to answer it...if I don't, please let me 
know what I'm missing!  We have the same gas piping safety requirements for all new gas work, 
whether done through the Financing Program or not.  We don't have the quality control portion of 
requiring the customer is happy with the installation/work of the contractor if not done under the 
loan program - we only make sure the work is done safely and per code. 

 
6) We are trying to get an idea of the number of our potential new customers that will take advantage 

of an on-bill program versus those that would use savings or other means to pay.  In this context, 
if you can – what percentage of your total pool uses personally obtained funds for conversion and 
what percentage the on-bill repay program? 

A: This is an item I'll have to give a rough estimate on based on anecdotal evidence, but I'd say 
probably 2/3 to 3/4 utilize the financing program, with 1/4 to 1/3 paying out of pocket. 

 
7) Regarding price differential between fuel oil and natural gas, have you determined a cost point 

where the energy cost savings differential is not significant enough to promote conversions? 

A: Almost all people would prefer to use natural gas over heating oil, given the choice (due to 
cleaner smell in the home, cleaner burning for the environment, better reliability - especially 
during snowstorms or extreme cold, better convenience - no longer having to have tank re-filled, 
as well as of course cost).  But if people didn't save money - or at least break-even, most wouldn't 
convert.  To give a good answer, I'll show this general analysis: 
• Assume people would want a financial break-even within ten years to decide on the 

conversion 
• Heating oil retail price of $2.65 per gallon; Henry Hub natural gas price of $2.80; 

Chambersburg retail price approximately $0.58 per CCF 
• Average annual bill for gas customer $555.  Since the conversion of gas @ 1,000 BTU/ft3 and 

#2 oil @ 138,500 BTU/gal yields a multiple of oil cost vs. gas cost of 3.786, multiplying $555 
by 3.786 yields an average annual bill for a heating oil customer of $2,100 

• Annual savings with gas: $2,100 - $555 = $1,545 
• Assume conversion cost = $5,000 
• 10 year savings = (10 x $1,545) - $5,000 = $10,450:  To look at 5 year savings: (5 x $1,545) - 

$5,000 = $2,725 
• To have 10 years be the break-even mark, I'll go backwards:  0 (break-even) = (10 yrs x X 

savings) - $5,000 cost 
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• This calculates to X = $500 per year energy savings 
• To only get $500 per year in energy savings with gas vs. heating oil, the price of natural gas 

would have to rise by a factor of $1,545/$500 = 3.09, or the price of heating oil would have to 
decrease by the factor of 3.09.  This would mean that our retail price of $0.58 per CCF would 
have to increase to $1.79 per CCF - which would require a Henry Hub gas price of 
approximately $14 per MMBTU....or the price of #2 heating oil would have to fall to 
approximately $2.65/3.09 = $0.86 per gallon. 

 
8) What is your quality assurance process for the conversions? If you do post-install inspections, do 

you reduce the frequency for contractors that have proven to do quality work? 

A: We inspect every install to verify the units and piping are working and done properly - no 
matter who does the work. 
 

9) How would you characterize your relationship with the contractors? 

A: We mostly have a great relationship with the contractors.  They love the extra business.  We 
allow out of town contractors to do the work, and sometimes get in fights with them when they try 
to circumvent the rules or do shoddy work, but I can live with that! 
 

10) Why do you have this program? On-bill financing programs for conversions are very rare. Is it a 
primarily a growth strategy? 

A: We do have the program primarily as a growth strategy.  It is also a large benefit to our 
residents (who we exist to serve), and a good economic growth engine. 
 

11) What were your growing pains over the first year or so? What advice to give a program still in the 
design phase? Growing pains were less than I expected. 

A: The biggest issue in getting started was getting people to start using it.  That didn't take long, 
but publicity and advertising are not our strongest suit.  Once neighbors and contractors got 
started though, the word spread without our efforts and the program greatly expanded. 
 

12) Did you need to convince your board to approve financing for conversions? What was the winning 
argument? 

A: Yes, we did have to get their approval.  But it was an easy sell.  There is very small financial 
risk, but a large benefit in expanding the customer base.  I think the important "arguments" are 
growing the customer (i.e. revenue) base, helping residents see a large financial savings, helping 
out local businesses, and benefiting the environment by replacing dirtier heating sources with 
clean natural gas. 
 

13) What is the process for adding loan payments to the bill and tracking pay back? Does it integrate 
with your billing software? 

A; Our Finance Dept. has a program (QuikCalc) for tracking loans.  I complete a spreadsheet with 
each new loan to provide to Finance.  I have attached that spreadsheet (with names and 
accounts removed).  Finance has been able to add a line item to the billing software for the loan 
repayments, which then requires little to no manual follow-up on their part once inputted. 
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14) What is your application/approval process? You mentioned that it was a relatively low burden for 
you -- we're very interested in trying to replicate that for other program managers. (The MGAG 
support staff helps in that regard, I imagine.) 

A: I have attached a copy of the loan application.  It was initially created by MGAG, and I have 
modified it slightly to personalize it for Chambersburg.  MGAG isn't involved in the approval 
process unless I have questions.  I know they wouldn't mind helping more, but it's simple enough I 
don't need any assistance.  Once I receive the application, I pull up the customer's billing 
history.  That history is immediately available on my desktop, and lets me quickly verify their utility 
bill payments back two years, as well as verifying they are the owner of record for the property.  I 
could easily have my secretary or someone else do this, but it takes very little time. I then pull up 
a quick form letter and have my secretary update for the person and send out. 
 

15) Among on-bill programs, it is rare to approve applicants using bill payment history AND to use 
personal loans (rather than meter-attached). Personal loans are typically approved using a credit 
score. Why do you decide to do it this way? Or was this design set by MGAG? 

A: MGAG set up the program to have approvals either by payment history or credit 
score.  Payment history is (I believe) much easier and quicker for me to check so I went with 
that.  I suppose credit history may be even quicker and easier, but I'm not familiar with checking 
that for anyone other than my own so I don't have a real familiarity with it.  Utility bill payment 
history has been for us a good predictor of loan repayment reliability, so I'm happy with the way it 
works. 
 

16) This one is tough, but could you speculate on how a higher monthly fee or interest rate would 
impact program participation? Do you have anecdotal evidence that people are going for it more 
because of convenience or the low-cost capital? 

A: Yes, good question.  I think people love to hear "0% interest", so that really does help sell the 
program.  But I believe most people would recognize the benefits anyway, and would still 
participate even with higher fees or rates.  When people pay $3,000 or $4,000 a year for heating 
oil, and see that they could pay less than $1,000 a year with natural gas, they tend to get real 
excited to switch.  Paying $1,000 a year in loan repayments is understood as an OK investment to 
save $2,000 or $3,000.  I would think that higher fees/rates, even say to make the repayment 
$1,500 a year, would still be seen as a positive.  To answer your question, I have seen both 
reasons - some people like the convenience, other the low cost...everyone likes having their 
upfront out of pocket costs eliminated. 
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State Program(s) Bill Utilities

Loan loss 
reserve by a 

municipal 
utility?*

Loan repayments 
on the 

customer’s utility 
bill?

Disconnection 
for non-

payment?

Loan to follow 
to the meter 

instead of the 
person?

Connecticut
Residential, “clean 

energy” on-bill 
financing program 

House Bill 6350 
Public Act No. 13-

928 (2011)

Investor-Owned 
Utilities and 

Publicly-Owned 
Utilities

No Yes Yes Yes

Hawaii
Hawaii On-Bill 

Financing Program 
(tariff)

Senate Bill 
1087(2013)

IOUs and Electric 
Cooperatives No Yes No No

Illinois
Illinois Energy 

Efficiency Loan 
Program

Senate Bill 
2350 (2013)

Utilities providing 
services to over 

100,000 customers
No Yes Yes No

Michigan
Energy 

Conservation 
Program

Senate Bill 438 
(2016) All utiltiies No Yes Yes Yes

New York On-Bill Loan 
Recovery Program

Green Jobs—Green 
New York 

Act (2009); Power 
NY Act (2011)

All utiltiies No Yes Yes Yes

Oregon

Several programs, 
including Clean 
Energy Works 
Oregon (loan); 

MPower Oregon 
(loan)

Energy Efficiency 
and Sustainable 
Technology Act 

(2009)

All utiltiies No Yes Yes Yes

South Carolina

“Help My House” 
Rural Energy 
Savings Pilot 

Program (loan)

Senate Bill 1096 
(2010) All utiltiies No Yes Yes Yes

On-Bill Financing/On-Bill Repayment Legislative Bills

https://www.cga.ct.gov/2013/ACT/PA/2013PA-00298-R00HB-06360-PA.htm
https://www.cga.ct.gov/2013/ACT/PA/2013PA-00298-R00HB-06360-PA.htm
https://www.cga.ct.gov/2013/ACT/PA/2013PA-00298-R00HB-06360-PA.htm
http://www.capitol.hawaii.gov/session2013/bills/SB1087_CD1_.htm
http://www.capitol.hawaii.gov/session2013/bills/SB1087_CD1_.htm
http://www.legislature.mi.gov/documents/2015-2016/publicact/pdf/2016-PA-0342.pdf
http://www.legislature.mi.gov/documents/2015-2016/publicact/pdf/2016-PA-0342.pdf
https://olis.leg.state.or.us/liz/2009R1/Measures/Text/HB2626/Enrolled
https://olis.leg.state.or.us/liz/2009R1/Measures/Text/HB2626/Enrolled
https://olis.leg.state.or.us/liz/2009R1/Measures/Text/HB2626/Enrolled
https://olis.leg.state.or.us/liz/2009R1/Measures/Text/HB2626/Enrolled
http://www.scstatehouse.gov/sess118_2009-2010/bills/1096.htm
http://www.scstatehouse.gov/sess118_2009-2010/bills/1096.htm
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Overview of State OBR Legislation 

 
 
Referencing the legal review provided as Appendix B, the Interior Gas Utility (IGU) is 
contemplating certain on-bill repayment (OBR) program attributes for which IGU may 
pursue explicit authorization, they include: 

1. IGU sponsored loan loss reserve as mitigation against borrower default. 
2. IGU facilitated third party loan collection and repayment through charges on a 

customer’s utility bill. 

3. Suspension or termination of service for lack of payment. 
4. Loan structured to “follow the meter” and not the customer. 

 
EESI was tasked with identifying model legislative language from which IGU could draft 
a legislative proposal to solidify its legal authority to operate an OBR program with these 
attributes. 
 
EESI reviewed enacted on-bill legislation from 13 states.  While no single piece of 
legislation fit all of IGU needs, EESI determined that the best fits were bills from 
Connecticut, Hawaii, Illinois, Michigan, New York, Oregon, and South Carolina.  (The 
others were California, Georgia, Kentucky, Maine, Massachusetts, and Minnesota.)  All 
seven best-fit states passed language that authorized loan payments charges on the 
utility bill (Question #2) and all but one included language for disconnection for non-
payment (Question #3).  Though not expressly determined as a need by IGU counsel, 
EESI identified language from five states that allows the loan to “follow the meter” 
(Question #4).  None of the bills had explicit language regarding loan loss reserves 
(Question #1), but some on-bill programs do use loan loss reserves.  These are 
perhaps authorized by separate legislation, which would require additional research to 
identify. 
 
Please see the attached addendum for a table summary and legislative excerpts from 
the seven best-fit states that are most relevant to IGU’s legislative needs.  At IGU’s 
request, EESI can select the best from these excerpts to form model legislative 
language. 
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Appendix C: Key Excerpts from State OBR Legislation 
 

 
Connecticut  
Since 2000, United Illuminating (UI), an investor-owned utility, has been running the 
Small Business Energy Advantage (SBEA) program, an on-bill financing program with 
internal utility capital for commercial and industrial customers. UI uses utility payment 
history as underwriting criteria, and disconnection is not allowed for non-payment. 
Connecticut Light and Power – the other IOU in Connecticut – has been running its own 
on-bill financing program since 2008. 

Starting in June 2011, Connecticut’s Home Energy Solutions Program – born out of the 
2011 Residential Energy Efficiency Loan Bill – has been offering on-bill repayment 
loans for residual customers through the two investor-owned utilities. The program is 
offered to homeowners in single or two-family homes making qualifying energy 
efficiency improvements. Participants must select an approved contractor for a home 
energy assessment. Loans range from $2,000 to $20,000 with terms extending out to 
10 years. 

Connecticut Substitute House Bill 5005 (1998) 

Sec.  106.  Subsections (e) and (f) of section 32-317 of the general statutes, as 
amended by section 3 of public act 97-173, are repealed and the following is substituted 
in lieu thereof: 
    (e)  The  commissioner shall adopt regulations in accordance  with  chapter  54,  (1)  
concerning qualifications  for  such loans or deferred loans, requirements and limitations 
as to adjustments  of terms   and   conditions   of  repayment  and  any additional 
requirements deemed necessary to  carry out  the  provisions of this section and to 
assure that those tax-exempt bonds and notes used to fund such  loans  qualify  for  
exemption  from federal income taxation, (2)  providing  for  the  maximum feasible  
availability  of  such loans or deferred loans for dwelling  units owned  or  occupied  by 
persons   of   low   and   moderate   income,  (3)establishing procedures to inform such 
persons  of the  availability  of such loans or deferred loans and to encourage and assist 
them to apply for such loans and  (4)  providing  that  (A) the interest payments received 
from the recipients of loans  or deferred  loans, less the expenses incurred by the 
commissioner in the implementation of the  program of loans, deferred loans and loan 
guarantees under this section, and (B) the payments  received  from electric,  
ELECTRIC DISTRIBUTION and gas companies under subsection (f)  of  this  section  
shall  be applied to reimburse the General Fund for interest on the outstanding bonds 
and notes  used  to  fund such loans or deferred loans. 
    (f)  Not later than August first, annually, the commissioner shall calculate the 
difference between (1) the weighted average of the percentage rates of interest payable 
on all subsidized loans or deferred   loans   made   from   the   energy conservation   
loan   program   authorized   under sections 32-315 to 32-318, inclusive, AS AMENDED 
BY THIS ACT, and (2) the average of the percentage rates of interest on any bonds and 
notes issued 

https://www.cga.ct.gov/ps98/Act/pa/1998PA-00028-R00HB-05005-PA.htm
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pursuant  to  section  3-20,   which   have   been dedicated  to the energy conservation 
loan program under sections 32-315  to  32-318,  inclusive,  AS 
AMENDED BY THIS ACT, and used to fund such loans or deferred loans, and multiply 
such difference by the  outstanding  amount  of  all  such  loans  or deferred loans, or 
such lesser amount  as  may  be required  under Section 103 (b)(2) of the Internal 
Revenue  Code   of   1986,   or   any   subsequent corresponding internal revenue code 
of the United States, as from time to time amended. The product of such difference and 
such applicable amount shall not exceed six per cent of the sum of the outstanding 
principal amount at the end of each fiscal year of all loans or deferred loans made under   
the   energy   conservation loan program authorized under sections 32-315   to   32-318, 
inclusive, AS AMENDED BY THIS ACT, and the balance remaining in the energy 
conservation revolving loan account.  Not later than September first, annually, the 
Department of Public Utility Control shall allocate such product among each electric, 
ELECTRIC DISTRIBUTION and gas company having at 
Least seventy-five   thousand   customers, in accordance with a formula taking into 
account, without   limitation,   the   average   number of residential customers of each 
company.  Not later than October first, annually, each such company shall pay its 
assessed amount to the commissioner. 
The  commissioner shall pay to the State Treasurer for deposit in the General Fund all 
such  payments from   electric,  ELECTRIC  DISTRIBUTION  and  gas companies, and 
shall adopt  procedures  to  assure that such payments are not used for purposes other 
than those specifically provided in this  section. 
The   department   shall include each company’s payment as an operating expense of 
the company for the purposes of rate-making under section 16-19, 
AS AMENDED BY THIS ACT. 
 
Substitute House Bill (HB) 6360 (2013) 

Establishes a comprehensive residential clean energy on-bill repayment program 
financed by third-party private capital managed by the Clean Energy Finance and 
Investment Authority. 
 
Disconnection for non-payment: 
Section (Sec.) 58(b)(8).  To authorize the disconnection for nonpayment by the 
customer of any financing repayment amount, with any on-bill repayment amount 
treated as part of the customer's utility account subject to the protections provided in 
Sec. 16-262c, 16-262d, 16-262g to 16-262i, inclusive, and Sec. 16-262x of the general 
statutes; 
 
Loan repayment on the bill: 
Sec. 58(b)(11).  To provide that the on-bill repayment billing and collection services 
shall be available without regard to whether the energy or fuel delivered by the utility is 
the customer's primary energy source. 
 
Follows the meter: 

https://www.cga.ct.gov/2013/ACT/PA/2013PA-00298-R00HB-06360-PA.htm
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Sec. 58(b)(10).  To provide the assignment of repayment obligations to subsequent 
owners of the dwelling unit upon the development by the Energy Conservation 
Management Board and the Clean Energy Finance and Investment Authority of timely 
written notice guidelines to subsequent owners, except on-bill repayment amounts may 
not be directly charged to a tenant of a dwelling unit by a utility company pursuant to 
Sec. 16-262e of the general statutes or a receiver pursuant to Sec. 16-262f, 16-262t, 
47a-14h and 47a-56a to 47a-56k, inclusive, of the general statutes. 
 
Hawaii   
On-Bill Repayment program in design stage. 
 

S 1087 (2013) 
Establishes the Hawaii Green Infrastructure Authority (HGIA) within the Department of 
Business, Economic Development and Tourism (DCEDT) to acquire and provide 
alternative low-cost financing, to be deployed through a financing program to make 
green infrastructure installations (e.g., energy efficiency and clean energy). 
 
Loan repayment on the bill: 
Sec. 269-C (c)(7).  A requirement that the electric utilities, including any successors, 
serve as agents to collect the green infrastructure fee and transfer those surcharges to 
the trustee or other financing party as required by the financing order and any 
agreements with the department; 

Sec. 269-L Electric utilities; cost recovery; billing agent. 
(a)  The public utilities commission shall ensure that all reasonable costs incurred by 
electric utilities to start up and implement the loan program may be recovered as 
part of the electric utility's revenue requirement, including necessary billing system 
adjustments, costs arising out of the billing and collection of green infrastructure 
charges, and any costs for green infrastructure charges that are not recovered via 
participating customers' green infrastructure bill payments, or otherwise… 
(c) The loan program or the act of serving as an agent to bill and to collect the green 
infrastructure charge shall not cause any electric utility to be subject to the laws that 
regulate financial institutions, escrow depositories, or collection agencies.  An 
electric utility shall not be responsible for lending, underwriting, and credit 
determinations. 

 
Disconnection for non-payment: 
Sec. 269-K(a).  The public utilities commission may issue a program order authorizing 
the allocation … of any amounts deposited or held in the green infrastructure special 
fund … 
Sec. 269-K (c).  The order shall specify the following, including: (1) The procedures to 
be followed by the electric utilities in the event of non-payment or partial payment of the 
green infrastructure fee by the electric utilities' customers, which procedures shall be 

http://www.capitol.hawaii.gov/session2013/bills/SB1087_CD1_.htm
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consistent with the public utilities commission approved procedures for non-payment 
and partial payment of rates, charges, and fees under the electric utilities' tariffs;… 
 
Illinois   
The Illinois Energy Efficiency Loan (IEEL) program, launched in 2011, is operated on 
behalf of the five participating utilities (all IOUs) – Ameren, Commonwealth ComEd, 
Nicor Gas, North Shore Gas, and Peoples Gas – by RenewFinancial. 
 

SB 1918 (2009) 
Loan repayment on the bill: YES 
Sec. 19-140.  On-bill financing program; gas utilities. 

(a) The Illinois General Assembly finds that Illinois home and businesses have the 
potential to save energy through conservation and cost-effective energy efficiency 
measures.  Programs created pursuant to this Section will allow utility customers to 
purchase cost-effective energy efficiency measures with no required initial upfront 
payment, and to pay the cost of those products and services over time on their utility 
bill. 
(b) Notwithstanding any other provision of this Act, a gas utility serving more than 
100,000 customers on January 1, 2009, shall offer a Commission-approved on-bill 
financing program ("program") that allows its retail customers who own a residential 
single family home, duplex, or other residential building with four or less units, or 
condominium at which the gas service is being provided (i) to borrow funds from a 
third party lender in order to purchase gas energy efficiency measures approved 
under the program for installation in such home or condominium without any 
required upfront payment and (ii) to pay back such funds over time through the gas 
utility's bill... 

Sec. 19-140 (c)(6).  The gas utility shall remit payment in full to the lender each month 
on behalf of the participant.  In the event a participant defaults on payment of its gas 
utility bill, the gas utility shall continue to remit all payments due under the program to 
the lender, and the utility shall be entitled to recover all costs related to a participant's 
nonpayment through the automatic adjustment clause tariff … 
Follows the meter: No 
Sec. 19-140 (c)(5).  A loan issued to a participant pursuant to the program shall be the 
sole responsibility of the participant, and any dispute that may arise concerning the 
loan's terms, conditions, or charges shall be resolved between the participant and 
lender.  Upon transfer of the property title for the premises at which the participant 
receives gas service from the utility or the participant’s request to terminate service at 
such premises, the participant shall pay in full its gas utility bill, including all amounts 
due under the program, provided that this obligation may be modified as provided in 
Subsection (g) of this Section.  Amounts due under the program shall be deemed 
amounts owed for residential and, as appropriate, small commercial gas service. 
 

http://www.ilga.gov/legislation/96/SB/09600SB1918lv.htm
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Proposed amendment by SB 2350 (2013)  [amendment failed]: 
(4.3).  The obligation created by a loan issued under the program shall run with the 
meter.  For the purposes of this Section, "run with the meter" means all of the 
following: 

(A) any portion of a loan issued under the program that remains outstanding prior 
to sale or transfer of the applicable real property, survives a change in 
ownership, tenancy, or meter account responsibility; 
(B) any portion of a loan issued under the program that remains outstanding, at 
all times constitutes an obligation of the utility customer of record in respect to 
the premises served by the measure to repay; and 
(C) arrears in repayment of a loan issued under the program that are outstanding 
prior to sale or transfer of the applicable real property remains the responsibility 
of the incurring customer, unless expressly assumed by the subsequent 
customer or third party. 

(4.5) For each loan issued under the program, the utility or its agent shall record in 
the county recorder's office of a county in which the property is located, a notice, 
with respect to the real property on which the premises served by the measures are 
located, of the existence of the loan obligation and stating the total amount of the 
loan obligation, the term of the loan obligation, and that the loan obligation is being 
repaid through a charge on a gas service provided to the property.  The notice shall 
also state that it is being filed under this Section and, unless fully satisfied prior to 
sale or transfer of the property, the loan obligation shall survive changes in 
ownership, tenancy, or meter account responsibility and, until fully satisfied, shall 
constitute the obligation of the person responsible for the meter account.  The notice 
shall not constitute a mortgage or deed of trust and shall not create any security 
interest or lien on the property.  Upon satisfaction of the loan obligation, the utility or 
its agent shall promptly record a notice of repayment or a termination of notice.  The 
county recorder shall record the notices in the same book in which the deeds are 
recorded. 

 
Disconnection for non-payment: YES 
Sec. 19-140 (c)(6).  In addition, the gas utility shall retain a security interest in the 
measure or measures purchased under the program, and the utility retains its right to 
disconnect a participant that defaults on the payment of its utility bill. 
 
Michigan   
Spurred by Substitute House Bill 5397 (2014), Holland Board of Public Works – a 
municipal utility – launched in late 2016 their Holland On-Bill Loan Program, an on-bill 
financing program for their customers.  
 

S. 438 (2016) 

Loan repayment on the bill: YES 

http://www.ilga.gov/legislation/BillStatus.asp?DocNum=2350&GAID=12&DocTypeID=SB&SessionID=85&GA=98
http://www.legislature.mi.gov/documents/2015-2016/publicact/pdf/2016-PA-0342.pdf
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Sec. 205(2).  Under a residential energy projects program, if a record owner of property 
in the provider’s service territory obtains financing or refinancing of an energy project on 
the property from a commercial lender or other legal entity, including an independent 
subsidiary of the provider, the loan is repaid through itemized charges on the provider’s 
utility bill for that property.  The itemized charges may cover: the cost of materials and 
labor necessary for installation, home energy audit costs, permit fees, inspection fees, 
application and administrative fees, bank fees, and all other fees that may be incurred 
by the record owner for the installation on a specific or pro rata basis, as determined by 
the provider. 

Sec. 209(1).  The term of a loan paid through a residential energy projects program 
shall not exceed the anticipated useful life of the energy project financed by the loan or 
180 months, whichever is less.  The loan shall be repaid in monthly installments. 
 
Follows the meter: YES 
 
Disconnection for non-payment: YES 
Sec. 209 (2).  Electric or natural gas service may be shut off for nonpayment of the per-
meter charge described under Sec. 205 in the same manner and pursuant to the same 
procedures as used to enforce nonpayment of other charges for the provider’s electric 
or natural gas service.  If notice of a loan under the program is recorded with the 
register of 24 ESB 438 deeds for the county in which the property is located, the 
obligation to pay the per-meter charge shall run with the land and be binding on future 
customers contracting for electric service or natural gas service, as applicable, to the 
property. 
 
New York 
Launched in 2012, the On-Bill Recovery Finance (OBRF) Loan program, administered 
by the New York State Energy Research and Development Authority (NYSERDA) is 
supported by the Power New York Act of 2011, approved by the New York State 
Legislature.  
 
Green Jobs - Green New York Act (2009) 
Sec. 1896 1.(c)(iii).  Establish an on-bill recovery mechanism for repayment of loans for 
the performance of qualified energy efficiency services for eligible projects, provided 
that such on-bill recovery mechanism shall provide for the utilization of any on-bill 
recovery programs established pursuant to Sec. 66-m of the public service law and 
Sec.1,020-hh of this chapter; 
Sec. 1896 1.(c)(iv).  Establish standards for customer participation in such on-bill 
recovery mechanism, including standards for reliable utility bill payment, current good 
standing on any mortgage obligations, and such additional standards as the authority 
deems necessary; provided that in order to provide broad access to on-bill recovery, the 
authority shall, to the fullest extent practicable, consider alternative measures of 
creditworthiness that are prudent in order to include participation by customers who are 
less likely to have access to traditional sources of financing;… 

https://www.nyserda.ny.gov/-/media/Files/EDPPP/GJGNY/GJGNY-Legislation/GJGNY-Act-2009.pdf
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Sec. 1896 2.(e).  In establishing an on-bill recovery mechanism: 
(i) the cost-effectiveness of an eligible project shall be evaluated solely on the basis 
of the costs and projected savings to the applying customer, using standard 
engineering assessments and prior billing data and usage patterns; provided 
however, that based upon the most recent customer data available, on an 
annualized basis, the monthly on-bill repayment amount for a package of measures 
shall not exceed one-twelfth of the savings projected to result from the installation of 
the measures provided further that nothing herein shall be construed to prohibit or 
prevent customers whose primary heating energy source is from deliverable fuels 
from participating in the program; 
(ii) the authority shall establish a process for receipt and resolution of customer 
complaints concerning on-bill recovery charges and for addressing delays and 
defaults in customer payments; and 
(iii) the authority may limit the availability of lighting measures or household 
appliances that are not permanently affixed to real property. 

Sec. 1896 2.(f).  Prior to or at the closing of each loan made pursuant to this section, the 
authority shall cause a notice to be provided to each customer receiving such loan 
stating, in clear and conspicuous terms: 

(i) the financial and legal obligations and risks of accepting such loan 
responsibilities, including the obligation to provide or consent to the customer's utility 
providing the authority information on the sources and quantities of energy used in 
the customer's premises and any improvements or modifications to the premises, 
use of the premises or energy consuming appliances or equipment of any type that 
may significantly affect energy usage; 
(ii) that the on-bill recovery charge will be billed by such customer utility company 
and that failure to pay such on-bill recovery charge may result in the customer 
having his or her electricity and/or gas terminated for non-payment, provided that 
such utility company follows the requirements of Article Two of The Public Service 
Law with respect to residential customers; 
(iii) that incurring such loan to undertake energy-efficiency projects may not result in 
lower monthly energy costs over time, based on additional factors that contribute to 
monthly energy costs; 
(iv) that the program is operated by the authority and it is the sole responsibility of 
the authority to handle consumer inquiries and complaints related to the operation 
and lending associated with the program, provided further that the authority shall 
provide a mechanism to receive such consumer inquiries and complaints. 

Sec. 1896 2.(g).  Any person entering into a loan agreement pursuant to this section 
shall have the right to cancel any such loan agreement until midnight of the fifth 
business day following the day on which such person signs such agreement, provided 
the loan proceeds have not yet been disbursed. 

Sec. 1896 5.(a) For each loan issued for qualified energy efficiency services that is to 
be repaid through an on-bill recovery mechanism, the New York state energy research 
and development authority shall record, pursuant to article nine of the Real Property 
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Law, in the office of the appropriate recording officer, a declaration with respect to the 
property improved by such services of the existence of the loan and stating the total 
amount of the loan, the term of the loan, and that the loan is being repaid through a 
charge on an electric or gas meter associated with the property.  The declaration shall 
further state that it is being filed pursuant to this section and, unless fully satisfied prior 
to sale or transfer of the property, the loan repayment utility meter charge shall survive 
changes in ownership, tenancy, or meter account responsibility and, until fully satisfied, 
shall constitute the obligation of the person responsible for the meter account.  Such 
declaration shall not constitute a mortgage and shall not create any security interest or 
lien on the property.  Upon satisfaction of the loan, the authority shall file a declaration 
of repayment pursuant to article nine of the Real Property Law. 
 
Power New York Act of 2011 
Sec. 66-m 1.(d).  The on-bill recovery charge shall be collected on the bill from the 
customer's electric corporation unless the qualified energy efficiency services at that 
customer's premises result in more projected energy savings on the customer's gas bill 
than the electric bill, in which case such charge shall be collected on the customer's gas 
corporation bill. 

Sec. 66-m 2.(d) unless fully satisfied prior to sale or transfer, that (i) the on-bill recovery 
charges for any services provided at the customer's premises shall survive changes in 
ownership, tenancy, or meter account responsibility, and (ii) that arrears in on-bill 
recovery charges at the time of account closure or meter transfer shall remain the 
responsibility of the incurring customer, unless expressly assumed by a subsequent 
purchaser of the property subject to such charges; 

Sec. 66-m 1.(e) not less than 45 days after closure of an account that is subject to an 
on-bill recovery charge, and provided that the customer does not re-establish service 
with such electric and gas corporation, it shall be the responsibility of the New York 
State Energy Research and Development Authority and not the electric and gas 
corporation to collect any arrears that are due and owing; 
Sec. 66-m 1.(f) a customer remitting less than the total amount due for electric and/or 
gas services and on-bill recovery charges shall have such partial payment first applied 
as payment for electric and/or gas services and any remaining amount will be applied to 
the on-bill recovery charge… 
 
Sec. 11. Section 242 of the Real Property Law is amended by adding a new Subdivision 
4 to read as follows: 

4. Disclosure prior to the sale of real property to which a green jobs-green New 
York on-bill recovery charge applies.  

(a) Any person, firm, company, partnership or corporation offering to sell real 
property which is subject to a green jobs-green New York on-bill recovery 
charge pursuant to Title 9-A of Article 8 of the Public Authorities Law shall 
provide written notice to the prospective purchaser or the prospective 
purchaser's agent, stating as follows: "This property is subject to a Green 
Jobs-Green New York on-bill recovery charge". Such notice shall also state: 

http://assembly.state.ny.us/leg/?default_fld=&bn=A08510&term=2011&Summary=Y&Actions=Y&Text=Y&Votes=Y
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the total amount of the original charge, the payment schedule, and the 
approximate remaining balance; a description of the energy efficiency 
services performed, including improvements to the property; and an 
explanation of the benefit of the Green Jobs-Green New York qualified energy 
efficiency services. Such notice shall be provided by the seller prior to 
accepting a purchase offer. 
(b) Any prospective or actual purchaser who has suffered a loss due to a 
violation of this subdivision is entitled to recover any actual damages incurred 
from the person offering to sell or selling said real property. 

 
Oregon   
With the passage in 2009 of HAB 2626, The Energy Efficiency and Sustainable 
Technology Act (EEAST) by Oregon State legislature, NW Natural Gas, Portland 
General Electric, and Pacific Power –all Investor Owned Utilities (IOU) – set up on-bill 
repayment program. Clean Energy Works– Oregon, now called Inhabit, manages the 
statewide program for the utilities using capital from an established loan fund. The loan 
fund, managed by Enterprise Cascadia, a regional community development financial 
institution (CDFI), receives capital from the Small Scale Loan Energy project loan Fund 
(SELP). The program is offered to homeowners and with good credit scores, at least a 
590 score. 
 

HB 2626 (2009) 
Loan repayments on the customer’s utility bill: 
Sec. 32 (2).  Unless the Public Utility Commission grants an investor-owned utility a 
waiver under Subsection (4) of this section, the on-bill financing system of the utility 
must: 

(a) Enable a customer to make a single payment to satisfy the periodic utility charges 
and repayment on an energy efficiency and sustainable technology loan; 
(b) Provide a clearly identifiable line item or separate statement in the utility bill that 
shows the energy efficiency and sustainable technology loan repayment amount; 

 
Disconnection for non-payment: 
Sec. 32 (3).  The Public Utility Commission shall adopt rules for the use of on-bill 
financing by investor-owned utilities.  The rules may include, but need not be limited to, 
rules regarding: nonpayment, insufficient payment, and delinquency notices; repayment 
charge transfers; processing fees; late fees; and refunds.  The commission may not 
adopt any rule that imposes responsibility for the repayment of an energy efficiency and 
sustainable technology loan on the utility. 
 
Follows the meter: 
Sec. 64 (7).  If the project is being financed by an energy efficiency and sustainable 
technology loan or small scale local energy program loan, in addition to the 
requirements of Subsections (1) to (6) of this section, shall include: 

https://olis.leg.state.or.us/liz/2009R1/Measures/Overview/HB2626
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(a) For an energy efficiency and sustainable technology loan that relies on an on-bill 
financing system for the collection of a loan repayment charge, an agreement by the 
applicant to notify a person acquiring ownership of, or an interest in, the property 
from the applicant that the loan re-payment charge will be transferred to the utility 
customer account of the person acquiring the ownership or interest unless the loan 
is discharged before or at the time the ownership or interest transfers; 
(b) A plainly worded acknowledgment by the applicant that failure to make payments 
as required under the loan agreement may result in the foreclosure of a property lien 
or other debt collection actions; 
(c) A waiver stating that the applicant waives any jurisdictional or other irregularities 
or defects in: 

(A) The energy efficiency and sustainable technology loan program;  
(B) A small scale local energy project; 
(C) The small scale local energy program loan provisions; 
(D) This chapter; or 
(E) Department rules that relate in any way to the loan repayment charge, real 
property lien provisions, or any form or combination of loan security or to the 
requirement to satisfy the loan obligation; 

(d) If the applicant is not the owner of the property to be burdened by the loan 
repayment charge, fixture filing or real property lien, provision for participation by the 
property owner as a party to the contract or a notarized authorization by the owner 
for the fixture filing and lien; and 
(e) A description of any other conditions required by the department. 

 
South Carolina   
 
Since 2011, the Help My House Program, supported by state legislation, has been run 
by the Electric Cooperatives of South Carolina. 

S 1096 (2010) 
 
Loan repayments on the customer’s utility bill. 
 
Disconnection for non-payment: 
S 1096(B).  Electricity providers and natural gas providers may enter into written 
agreements with customers and landlords of customers for the financing of the 
purchase price and installation costs of energy efficiency and conservation measures.  
These agreements may provide that the costs must be recovered by a meter 
conservation charge on the customer's electricity or natural gas account, provided that 
the electricity providers and natural gas providers comply with the provisions of this 
section.  A failure to pay the meter conservation charge may be treated by the electricity 
provider or natural gas provider as a failure to pay the electricity or natural gas account, 
and the electricity provider or natural gas provider may disconnect electricity or natural 
gas service for nonpayment of the meter conservation charge, provided the electricity 

http://www.scstatehouse.gov/sess118_2009-2010/bills/1096.htm
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provider or natural gas provider complies with the provisions of: Article 25, Chapter 31, 
Title 5; Article 17, Chapter 11, Title 6; Article 17, Chapter 49, Title 33; Article 11, 
Chapter 5, Title 58; Article 21, Chapter 27, Title 58; Article 5, Chapter 31, Title 58; and 
any applicable rules, regulations, or ordinances relating to disconnections. 

S 1096(D).  An electricity provider or natural gas provider may recover the costs, 
including financing costs, of these measures from its members or customers directly 
benefiting from the installation of the energy efficiency and conservation measures.  
Recovery may be through a meter conservation charge to the account of the member or 
customer and any such charge must be shown by a separate line item on the account. 
 
Loan follows the meter: 
S 1096(G).  An electricity provider or natural gas provider that enters into an agreement 
as pro-vided in this section may recover the costs, including financing costs, of energy 
efficiency and conservation measures from subsequent purchasers of the residence in 
which the measures are installed, provided the electricity provider or natural gas 
provider gives record notice that the residence is subject to the agreement.  Notice must 
be given, at the expense of the filer, by filing a notice of meter conservation charge with 
the appropriate office for the county in which the residence is located, pursuant to 
Section 30-5-10.  The notice of meter conservation charge does not constitute a lien on 
the property but is intended to give a purchaser of the residence notice that the 
residence is subject to a meter conservation charge.  Notice is deemed to have been 
given if a search of the property records of the county discloses the existence of the 
charge and informs a prospective purchaser: (1) how to ascertain the amount of the 
charge and the length of time it is expected to remain in effect, and (2) of his obligation 
to notify a tenant if the purchaser leases the property as provided in Subsection (H)(3). 
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