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Why Energy Efficiency Obligations? 
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Why Energy Efficiency? 

• Energy waste drives up energy prices, total 
energy costs, and is a non-productive drag on 
national economies. 

• Energy efficiency resources deliver multiple 
benefits – to power systems, the economy, 
consumers, and the environment 

• Energy Efficiency (EE) does not occur to the extent 
that “the rational economist” would predict, due to 
a host of market and consumer barriers 

- Market barriers are high in both regulated and 
liberalised energy markets 

 

 

 



What is an energy efficiency obligation? 

• An energy efficiency obligation (EEO) is a 
regulatory mechanism that requires obligated 
parties to meet quantitative energy saving 
targets by delivering or procuring eligible 
energy savings produced by implementing 
approved end-use energy efficiency 
measures. 

 



Why Energy Efficiency Obligations? 

• Energy savings obligations/white certificates are 
powerful tools to deliver efficiency benefits. They are a 
key part of the policy package that brings 
programmatic energy savings to end-use consumers. 

- Direct mandate & target drives savings 

- Stable source of funding stimulate action 

- Quality control ensures integrity of programs  

• A variety of structures and approaches are working 
well in the US, EU, AUS, China, elsewhere – but in any 
structure, quality control & design details matter 

 



Overivew of US and International 
Experience 
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Global Experience with EEOs 

• Europe: 8 Member States or Regions 
- UK, France, Italy, Denmark, Flanders 

(changing), Ireland & Poland (starting), 
Portugual 

• 24 US States: ~70% of US electric load 
• Australia: 3 largest States -- New South 

Wales, Victoria, South Australia 
• China: National DSM (demand-side 

management) regulations 
• Brazil: 1% for public purposes, ½% for EE 
• Other nations acting: Canada, Mexico, India 
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Source: ACEEE, Energy Efficiency Resource Standards, State and Utility Strategies for Higher Energy Savings 



EEOs Drive Savings 
(and leading states are increasing savings targets) 
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State 2006 2009

Current 

Plans

Massachusetts 0.8% 0.8% 2.4%

Vermont 1.1% 1.6% 2.3%

Arizona n.a. 0.8% 2.2%

Connecticut 1.2% 0.8% 2.1%

Rhode Island 1.2% 1.1% 2.0%

New York 0.6% 0.7% 1.9%

Maryland n.a. 0.4% 1.7%

Minnesota 0.6% 1.0% 1.5%

Hawaii n.a. 1.1% 1.5%

Washington 0.7% 0.7% 1.3%

Iowa 0.7% 0.9% 1.3%

California 0.7% 0.9% 1.0%

Average 0.8% 0.9% 1.8%

New Incremental Annual Electric Savings as % of Sales 

Sources:   ACEEE 2008 State Scorecard (for 2006 savings) and 2011 State Scorecard (for 2009 savings and for current 

                 plans other than for CT).  CT “current plan” data are for plan filed by utilities and supported by draft order. 



EEOs can yield significant benefits over time 
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Source: Efficiency Vermont, 2011 Savings Claim, 1 April 2012 

Cumulatively, efficiency measures installed since 2000 provided 11% of the 
state’s electric energy requirements in 2011.  



Globally, EEOs are highly cost effective 

• US state EEOs save electricity for 3-4 US 
cents/kWh compared to 6-9 cents per kWh for 
generation cost alone.    

• EU experience: saving residential electricity or 
gas, costs less than 25% of the cost of that fuel to 
the consumer. 

• PLUS: EE also saves on transmission and 
distribution upgrades, lowers reserve margins and 
line losses, has no emissions, improves reliability, 
lowers peak loads, and lowers power clearing 
prices for everyone. 
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How do EEOs drive the market? 
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3 pillars of an EEO 

1. Long-term obligation 

2. Stable source of funding 

3. Quality control 
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Structure of obligation varies 

A range of successful approaches are in place: 
 

1. Obligation on energy company 

1. Regulated distribution utility (IT, DK, most US states) 

2. Competitive retail suppliers (GB, FR, IR, AUS) 

2. Obligation funded by a levy on distribution 
companies and placed on: 

1. Government agency (Oregon, NY) 

2. “Energy efficiency utility” (Vermont, Maine) 

3. Open to all market actors via tender (Portugual) 

3. Performance Contracting with 3rd parties (other than 

the     obligated entities)  (Texas, New Jersey) 
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Stable Source of Funding 

• Stable & Adequate Funding is Essential 

• Challenge – how to finance EE programs that 
must be much larger and cross fuel types? 

• Public FUNDING = 25-30%; Private 
FINANCE = 70-75% 

• Adequate and stable – not annual 
appropriations 

- Utility sector funds are not Treasury 
receipts ! 

• FUNDING side: Benchmark level -- at least 3% 
to 5% of annual system revenues 



Quality Control 

Quality control, strong M&V, and 
continuous improvement are essential 
 
• Strong, independent oversight is needed – usually 

via independent regulators and transparent reviews 
- Without oversight, programs see cream-skimming, 

poor quality control, slow learning curves 
• Ambitious programs benefit from economies of 

scale, market transformation, and good quality oversight 
• Positive signals: The most active, experienced 

jurisdictions – e.g.,California, Massachusetts, Vermont, 
UK, New South Wales, Germany – are seeking to 
EXPAND their programs. 
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LBNL, Energy Efficiency Services Sector: Workforce  Size and 

Expectations for Growth, Sept 2010 



EE policies support robust markets 
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LBNL, Energy Efficiency Services Sector: Workforce  Size and 

Expectations for Growth, Sept 2010, at 71 

Findings are similar to those in other states, with companies over 100 people comprising 
the smallest proportion of EE service providers in US states. 



An important part of the picture 
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Utility EE programs are in addition to other public policies; EE 
savings grow over time 
 

California efficiency investments lowered demand by 25% over 25 years 

(and then were expanded)  

Utility EE programs 

Building codes 

Appliance stds 



EEOs account 
for about 1/3 of 
EE-related jobs. 

 
High-growth 

scenarios for the 
US involve more 
than tripling the 

number of 
individuals 

involved in EE 
jobs by 2020. 

 
Even a 

conservative, 
low-growth 

scenario 
predicts a 

doubling of EE 
jobs by 2020. 

22 LBNL, Energy Efficiency Services Sector: Workforce  Size and 

Expectations for Growth, Sept 2010, at 71 



Lessons learned 
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EEOs can be a powerful, and 
versatile tool to drive EE 
• EEOs can deliver programmatic energy 

savings to end-use customers, overcoming 
barriers to EE and helping to meet EE potential. 

•  EEO designs can vary; Member States can design 
an EEO to meet national goals 

• EEOs work together with other policies (codes, 
standards, etc.) to drive consistent, incremental 
energy savings over time 

• Key features shared by any successful EEO: 
- Direct mandate 
- Stable source of funds 
- Quality control 
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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 
 and natural gas sectors. 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 

Edith Bayer – ebayer@raponline.org 


