
On-bill Financing:  
Opportunity and Innovation
 Energy efficiency is one of the least expensive 
and most under-utilized resources available to meet 
our energy needs. Efficiency measures also help us 
save money on our electric bills and contribute to 
cleaner air and a healthier environment. Over the last 
twenty years, on-bill financing (“OBF”) programs have 
increasingly been used to pay for upgrades that 
allow customers to realize these benefits. 
 Most commonly, OBF programs have worked like 
a loan: the utility or private lender loans the customer 
money for upgrades—such as improved insulation, 
more efficient heating and cooling systems, and duct 
sealing. Participating customers repay the loan for 
those upgrades with an added monthly charge on 
their power bill. But these traditional OBF programs 
are not accessible to those who could most benefit. 
It is difficult for these programs to serve: (1) low or 
moderate-income customers who pay the highest 
percentage of their income on electricity and have 
the least capacity to take on new debt; (2) renters 
who have split incentives with their landlord; and/or 
(3) customers who do not have good credit. Roanoke 

Electric Cooperative (“Roanoke”) has eliminated 
these barriers with its Upgrade to $ave program.  
 Under Upgrade to $ave, Roanoke members can 
opt in to a voluntary tariff that (1) allows the utility 
to pay for energy efficiency upgrades that provide 
immediate savings on the member’s electric bill, 
and (2) allows the utility to recover its costs through 
a fixed charge on the bill that is less than the total 
estimated savings. Roanoke’s program is modeled 
on the trademarked Pay As You Save® (“PAYS®”) 
program that has been successfully implemented 
in other states.1 To pay for its investments in energy 
efficiency, Roanoke is drawing upon low cost financ-
ing available through the Energy Efficiency & Conser-
vation Loan Program (“EECLP”) launched last year by 
USDA’s Rural Utilities Service.

Program Structure
 Upgrade to $ave is a tariff-based program. Be-
cause it is structured as a tariff, no personal loans are 
made to members. Participation does not depend on 
the members’ credit scores. Members in good stand-
ing2 with Roanoke are eligible to opt in to the tariff. 
With that agreement, the utility can invest in cost-ef-
fective energy efficiency upgrades and recover its 
costs while the participating members can anticipate 
saving money on their electric bills.3 The tariff is tied 
to the meter where the upgrades are installed. No 
obligation to repay Roanoke for the upgrades follows 
the member if he or she moves out of the building. 
Instead, the tariff would apply to any subsequent 
tenant or occupant until the costs of the upgrades 
have been recouped. 
 Upgrade to $ave does not incentivize Roa-
noke’s members to purchase more electricity from 
the Electric Membership Cooperative (“EMC”) or to 
install new equipment that will use additional elec-
tricity from Roanoke. In fact, the goal of the program 
is for members to purchase less electricity and pay 
decreased electric bills, without increasing costs for 
members who have not opted in to the program.4  
This reduced consumption also helps Roanoke by 
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reducing the amount of power it must purchase, 
including expensive peak power during the highest 
periods of daily energy demand.
 Upgrade to $ave also helps Roanoke meet its 
North Carolina Renewable Energy and Energy Ef-
ficiency (“REPS”) benchmarks, which require EMCs 
to obtain a percentage of the power they provide 
from renewable energy generation or from energy 
efficiency measures that decrease energy demand.5 
Although investor-owned utilities like Duke Energy 
are required to file REPS energy efficiency programs 
for approval with the North Carolina Utilities Com-
mission (“Commission”), EMCs like Roanoke are not 
required to do so.6 Because it is a member-owned 
utility, Roanoke is also not required to obtain approval 
from the Commission for the Upgrade to $ave tariff.7   

EMC Governance and Authority
 The broad discretion North Carolina EMCs enjoy—
allowing them to design and implement programs like 
Upgrade to $ave—comes from their structure under 
North Carolina law as member-owned cooperatives.8 
EMCs are directed to provide electricity at the lowest 
cost consistent with sound economy and prudent 
management of the cooperative, a policy directive 
consistent with providing OBF programs.9 An EMC’s 
board of directors is elected by its members. If mem-
bers disagree with the actions of the board, they can 
elect different directors. Members are thus in the 
position of control, providing a check on potentially 
abusive or unfair practices that customers of inves-
tor-owned utilities do not have.10    
 Under this authority, EMCs may set rates for elec-
tric service so long as those rates are reasonable and 
nondiscriminatory.11 All rea-
sonable tariffs are designed 
to recover the EMC’s costs 
for providing services to its 
members. Just as an EMC 
can factor in cost-recovery 
for capital expenditures 
when it sets its rates—such 
as new electric poles or 
transmission lines—it can 
factor in the cost-recovery 
for the energy-efficiency 
upgrades at the member’s 
residence when setting the 
Upgrade to $ave tariff rider 
for any given location. 
 Inherent in the power 
to set rates for service is 
the power to disconnect for 
nonpayment or for other 
noncompliance with the 
terms and conditions of 

membership.12 Under the PAYS® model, the member 
can expect a lower bill. But nonpayment of the bill 
can result in disconnection under the same terms 
and conditions as for members who are not on the 
Upgrade to $ave tariff rider. There is no reason to 
treat nonpayment of the Upgrade to $ave rider any 
differently from nonpayment of other fixed charges 
connected with the provision of electric services on 
a member’s bill, such as a facilities charge.13 
 Similarly, EMCs have the authority to tie the OBF 
program to the meter where upgrades have been 
installed. Until the utility’s costs are recovered, it is 
reasonable for a subsequent occupant to pay a fair 
portion of those upgrades while benefiting from the 
savings generated by the investment. Because Roa-
noke is not extending a loan or any other consider-
ation to the occupant who initiates the program, it is 
prudent to recover costs from the investment in en-
ergy efficiency upgrades from whomever is currently 
receiving the program’s benefits. The energy-savings 
of those upgrades accrue to those occupying the 
building, whether those occupants initiated the tariff 
or moved in years after they were installed.14 Until the 
upgrades have been fully paid for under the terms of 
the tariff, they remain the property of Roanoke.
 Because the tariff runs with the meter, it is import-
ant to provide notice to any prospective purchaser or 
tenant that the on-bill payment obligation will remain 
with the property until the costs of the efficiency 
upgrades have been recovered. As a condition of 
participating in the program, the EMC can require 
the owner of the property to notify any subsequent 
purchaser or renter that the meter at that location is 
subject to the PAYS® tariff. Another option is to file 



notice of the PAYS® program with the local register 
of deeds. Roanoke is currently using the first option, 
relying on a contractual obligation15 to provide notice 
rather than risk any complications from banks that 
might insist on having the utility’s interest in recov-
ering its costs eliminated at the time of sale before 
providing a mortgage on the property.16  

 Because of their autonomy to design and imple-
ment OBF programs, EMCs are uniquely positioned 
in North Carolina to adopt innovative strategies that 
save their members money, stimulate the local econ-
omy with jobs for contractors, improve the quality 
of the building stock, help the EMC comply with its 
REPS requirements, and reduce the EMC’s costs for 
providing energy, saving all of its members money. 
It truly is a win-win-win proposition for EMCs, their 
members, and the local economy.

Replicating the Model
 Roanoke worked with the Rural Utilities Service to 
secure financing for its investments through EECLP, 
and it collaborated with other electric cooperatives 
that had implemented PAYS® programs.17 The Up-
grade to $ave program provides a model of success-
ful collaboration that opens access to the benefits of 
energy efficiency and immediate savings to mem-
bers of all income levels.
 Roanoke has indicated its willingness to provide 
information and resources for other EMCs interested 
in developing a similar program.18 By working togeth-
er to develop programs like Upgrade to $ave, North 
Carolina EMCs can provide cost- and energy-saving 
benefits to their members, and can establish them-
selves as EMC leaders.
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