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The Regulatory Assistance Project - RAP

RAP is a global NGO providing technical and policy assistance to 
government officials and agency staff on energy and environmental 
issues. RAP principals and senior staff  are all former regulators, 
government officials, or senior policy advisors, and RAP’s work is 
funded exclusively by foundations and government agencies. RAP has 
worked in more than 20 nations and 50 provinces and states. RAP's 
European offices are headquartered in Brussels, with a second office in 
Berlin. 

Meg Gottstein joined RAP as a Principal in 2008 focusing on projects in Chile and in Europe, and then  
founded and led RAP’s Berlin office from 2010 thru 2013.  She is currently a RAP senior policy advisor 
based out of California, but continues to support RAP’s work in Germany with policy and technical 
assistance on issues relating to the German “Energiewende,” including market design, tariff design 
and demand-side resources.  She also supports RAP’s work in Europe.   

Ms. Gottstein brings to RAP more than 20 years of experience as an administrative law judge at the 
California Public Utilities Commission, where she became known as a key architect of the 
commission’s energy efficiency and climate change policy decisions. She has worked as a consultant to 
the US National Governors Association and other clients on renewable energy, energy efficiency, and 
other energy topics. Ms. Gottstein served from 1979 to 1981 in the Carter administration as a 
Department of Energy regional director. She received a BA in German and economics from Tufts 
University and a Masters of Public Policy from the Kennedy School of Government at Harvard.
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1. Energy Efficiency is an Economic Imperative

• Creates sustainable jobs and
growth

• Creates opportunities for
global technology exports

• Increases energy supply
security

• Reduces CO2 emissions and
climate change costs

• Reduces energy (system) costs
for all customers and ensures
global competitiveness

Energy Efficiency…
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Efficiency First (EF): The Principle 

 EF = an organizing principle to focus on “demand-
side”  (end-use efficiency and demand response):

 Consider demand-side resources in comparable way to 
other  resources  (e.g., generation and grids) in energy 
sector planning, market rules, practices 

 EF = a decision making principle: commitment to 
deploy/invest “first” in demand-side resources, whenever:

 They are less expensive/more valuable than their supply-
side alternatives, including grid upgrades 

 For purposes of this presentation, “Getting to 
Efficiency First” focuses on end-use energy efficiency

4



Getting to Efficiency First: Key Questions

1. How will you express your Efficiency First objective(s)? 
(targets/metrics)

2. What institutions/agencies need to be fully engaged (and 
how) to reach them?

3. What sources of public funding * will be available to 
leverage sufficient private investment? 

4. What disincentives to energy efficiency still need to be 
removed?

5. What information do you need to (transparently) monitor 
progress? 

6. What form (content) of binding energy law/regulation     
will help versus hinder achieving Efficiency First? 

[Examples from US Experience]

*public sources of funding not tied to annually appropriated budgets
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Expressing Efficiency First (EF) Objectives 
as Specific  Targets/Metrics 

• Should Reflect longer term Systemwert of Efficiency

“Invest first in all end-use efficiency that costs less than the 
avoided system costs of X €Cent per kwh/therm”

• e.g., Eine eingesparte Kilowattstunde bewirkt eine 
Kosteneinsparung zwischen 11 und 15 €Cent*2012 

• Can include Minimum Savings Targets 

• e.g., Energy Concept targets for Germany

• Also need for heat savings

• Investment Targets are also very useful:

• Total private investment required for EF objectives 

• Public funding (budgets) to remove market barriers  
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Global Experience: EF Success Requires:

 Active, Ongoing Involvement of Key Agencies and Institutions 

 Identifying those key institutions/agencies = first step to creating 
a “living” EF roadmap (more below)

 Sufficient Public Funding* to Remove Market Barriers to 
Private Investment 

 How might “Efficiency First” priority be applied to additional 
(beyond NAPE) funding sources to meet targets? 

 Identify/Remove Existing Disincentives to Energy Efficiency

 Concession law reform (decoupling), avoid tariff designs with 
high fixed charges, among others

 Transparent, regular monitoring of EF progress

 Necessary for accountability and for continued public support

 Create balanced approach to Measurement and Verification 
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Global Experience “Do’s and Don’ts” for EF 
Legislation/Binding Regulations

Don’t:

• Legislate prescriptive, detailed requirements 
for programs/implementation

– This approach cannot stimulate an ongoing “all 
hands on deck,” effort that will be required of 
many agencies/organizations for EF success  

– Learn from California’s mistakes!  Such an 
approach actually restricted efforts and EF 
achievements for over a decade.
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Global Experience “Do’s and Don’ts” (cont.) 

Do articulate clear expectations to Government 
Agencies, Institutions and the public about: 

1. Efficiency First objectives (see slide 7 above) and high 
level commitment to the principle
 May need a “guardian” of EF –with the clout to push for changes 

in regulations, market rules, practices, laws 

2. Initiating an ongoing  EF “living roadmap” (public) 
process -- via inter-agency coordination:  
 Experience in California and elsewhere has shown that this 

approach is far more sustainable and successful than legislating 
prescriptive approaches to EF implementation

 Scope, accountability, reporting and other details on who 
participates, incl. advisory groups etc. also spelled out 
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“Do’s and Don’ts” for EF (c0ntinued)

Do articulate clear expectations about: 

3. What public funding* sources will be used to 
leverage private investment in EF, e.g.,

 ETS allowance auction revenues, (inc. Klimabeitrag?) 

 System benefit charges (“wires/pipeline” charges)  

4. Removing existing dis-incentives to energy 
efficiency, and their (mandatory) removal timeframe

 Also required under EED Article 15.4

5. Transparent and regular monitoring of EF progress 

 Possibly via new responsible agency/entity?

 Articulate need for ongoing measurement and 
verification—(but don’t try to legislate the protocols) 

10*public sources of funding not tied to annually appropriated budgets



“Do’s and Don’ts” (c0ntinued)

When might you need to put into law/binding regulation more 
direction for EF implementation?

 If certain key approaches are not likely to happen without it

 But keep the direction broad, not overly prescriptive

 Some examples from US experience:

 Grid planning/revenue submissions to regulator must 
evaluate and consider impact of targeted end-use efficiency as an 
alternative (or complement) to planned upgrades (including 
substations)  

 Regulator must incorporate incentives to encourage end-use 
efficiency into performance-based ratemaking and report back 
how that is accomplished

 Completion of energy efficiency audit/investment in cost-effective 
efficiency shall become a condition for receiving subsidies or 
net metering payments for on-site distributed generation
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In Sum: Addressing These Issues Will Help Inform Your Best 
Strategy for “Getting to Efficiency First” 

1. How to express your Efficiency First objective(s) to 
recognize system value of end-use efficiency 

2.       How to fully engage key government institutions/agencies   
in an ongoing  “living” EF roadmap to reach the objectives

3.       How to ensure that sustainable and sufficient sources of 
EF public funding* will be available 

5. How to identify and remove disincentives to energy  
efficiency still reflected in current regulations

4. How to effectively and transparently monitor progress 

• Including best practices for measurement and verification

6.       How to further help (and not hinder) achieving EF 
objectives via  binding energy law/regulations 
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RAP Publications on Efficiency First

Both Available at: 

http://www.raponline.org/featured-work/efficiency-first-unlocking-the-promise-of-the-energy

Unlocking the Promise of the Energy Union: 

"Efficiency First" is Key (2014)

Efficiency First: Key Points for the Energy 

Union Communication (2015)

http://www.raponline.org/featured-work/efficiency-first-unlocking-the-promise-of-the-energy


Questions

• Experience with Efficiency First in the US

— California “Energy Efficiency Priority Act”?

— Smart regulation, monitoring, financing?

— Laws on state level in US with respect to 
same?

• General recommendations for event on 
June 12?
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Efficiency First in California

• Requirement to treat efficiency as a “system resource” 
and quantify “avoided system costs” 

• Governor initiated “living” roadmap process among 
key agencies/stakeholders

Efficiency First = “Loading Order” Priority

• Mandatory Law directing “System benefits charge” 
(“wires/pipes” charge) to fund public investment

• Higher minimum appliance/bldg/equipm standards

• Broad direction to Regulator (or initiated by 
Regulator) to remove barriers w/public funds, incl:

• Rebates, financing offerings and monitoring
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Efficiency First at Distribution Grid Level—
New York City (NYC) Example

 Since 2000, NYC’s regulated, local distribution company 
has applied a competitive bidding process to test 
proposed distribution line upgrades

 Geographically targeted energy efficiency has been a 
consistent winner:

• deferred upgrades planned in more than one-third of 
the 91 distribution networks from 2003-2010

• saved customers more than $300 million. 

• 10 year forecast: including demand-side management 
reduces capital expenditures > $1 billion.
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Example of smart financing = “PACE”
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• Property Assessed Clean Energy (PACE)

• Municipal Governments (districts) offer specific bond to 
investors (lower than market rates, tax exempt)

• Loan $ to consumers/businesses for efficiency retrofits—
often combined with buy-down of costs (public rebates)

• Designed so that bill savings over loan term       
(15-20 yrs) will repay loan

• Annual assessment on property tax bills—
assigned to property not individual!

• Proceeds used to finance additional loans

www.pacenow.org

http://www.pacenow.org/


About RAP

The Regulatory Assistance Project (RAP) is a global, non-profit team of experts that 
focuses on the long-term economic and environmental sustainability of the power 
sector. RAP has deep expertise in regulatory and market policies that:

 Promote economic efficiency
 Protect the environment
 Ensure system reliability
 Allocate system benefits fairly among all consumers

Learn more about RAP at www.raponline.org

Meg Gottstein, Senior Policy Advisor: mgottatein@raponline.org



Extra Slides

• More about “The Living Roadmap”

• More on #2 (Key agencies/institutions)

• Visual of Market Barriers to EF 

• Layer Cake visual slide
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The “Living” EF Roadmap

 Purpose:  to engage decision makers (public and private) in a public 
process to:

 Systematically identify decision points where efficiency is available 
to meet Germany’s energy needs
• e.g., power market rules, infrastructure investments, grid tariffs, public support 

schemes), and

 Where efficiency opportunities are identified, develop approaches 
to modify market rules, tariffs, and investment plans
• to ensure robust opportunities for demand-side resources to deliver benefits to 

the German energy system

 Implementation:  Examples of similar “Action Plan” and “Roadmap” 
processes in the US--What made them successful (or not)
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#2: Success Requires Active, Ongoing Involvement of Key 
Government Agencies and Institutions

• Identifying those key institutions/agencies is a 
necessary initial step for EF implementation

• Assessing other details important (find your “energy 
efficiency heroes” and make them key players): 

• Which institutions/agencies currently have the most 
“leadership” potential for EF? 

• Which already have effective stakeholder 
groups/input?  

• Which already report progress towards 
Energiewende goals/targets regularly to 

legislature/Chancellor ?
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• Effizienzinvestitionen 

• Energie-/CO2-
Einsparungen

“Efficiency First” Maßnahmen müssen sämtliche
Markthindernisse angehen, um Erfolg zu haben
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“Efficiency First” Maßnahmen müssen sämtliche
Markthindernisse angehen, um Erfolg zu haben

• Effizienzinvestitionen 

• Energie-/CO2-
Einsparungen


