
What is Pay As You Save? 
March 25, 2005 

 
 
Pay As You Save™ (PAYS®) products are money-saving resource efficiency products 
purchased with no up-front payment and no customer debt obligation. The customer at a location 
where PAYS® products are installed pays a tariffed charge on the utility bill as long as there 
are savings until all measure costs, including financing costs, are paid. 
 
There are three essential elements of the PAYS® system: 
 

• a tariff assigned to a meter location, not to an individual customer, 
• billing & payment on the utility bill with disconnection for non-payment, and 
• independent certification that products are appropriate & savings estimates exceed 

payments. 
 
PAYS® is not a program. It is a market-based system that allow vendors to sell a new type of 
product that is more attractive to customers. Like other market-based systems ---mortgages, 
leases, credit cards --- PAYS® makes it easier for vendors to make sales and for consumers to 
make purchases by putting a system in place that overcomes market barriers that have long 
inhibited purchase of resource efficiency products: 
 

1.  Lack of capital (and, more commonly, competing demands for available funds -- or for 
available debt capacity), 

2. Inability or unwillingness of potential customers to take on additional debt, 
3.  Lack of technical expertise, 
4.  Uncertainty about one's continued occupancy at a particular location -- long enough to 

realize all the savings 
5.  Split incentives -- this is when energy using equipment is purchased by someone other than 

the end user. For example, a developer or landlord;  
 
PAYS® requires no upfront payment so capital is not a barrier. Since payment obligations are 
assigned to a meter and not individual customers or businesses, there is no new debt so there is 
no barrier for those individuals or businesses with any debt issues (including customers, 
especially businesses, with no bad debt who want to reserve debt capacity for other purposes).  
 
An Independent Certification Agent verifies all savings estimates and the appropriateness of 
PAYS® products giving customers assurance that the installed measures will work. Since 
payments are linked to occupancy, there is no barrier for people unsure how long they will 
remain at their premises. And PAYS® solves the split incentive problem. Tenants can purchase 
PAYS® products because they only have to pay while they are a tenant at the location where 
PAYS® products are installed. 
 
While the PAYS® system does not require the intervention of a traditional efficiency program, it 
can be used to make traditional resource efficiency programs involving customer co-payments 
work better. When operated within the PAYS® system, these programs will reach more 
customers and more types of customers.  
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PAYS® has been tested and evaluated with customers in pilot programs at two New Hampshire 
utilities. An independent evaluation by GDS Associates, Inc. and testimony in a recent docket, 
convinced the New Hampshire Public Utilities Commission to order the two utilities to continue 
to offer PAYS® products to customers (the evaluation and testimony regarding the New 
Hampshire pilots is available at www.paysamerica.org).  
 
For more information contact Harlan Lachman (802-879-8895 or hlachman@adelphia.net), 
President of the Energy Efficiency Institute, Inc. which developed the PAYS® system. 
 


