
                              

 
 

 
 

August 11, 2008 
 
 

Honorable Kristi Izzo 
Board Secretary 
New Jersey Board of Public Utilities 
Two Gateway Center, 8P

th
P Floor 

Newark, NJ  07102 
 
Re: Docket No. EO08060421 – In the Matter of Demand Response Programs for the 

Period Beginning June 1, 2009 – Market-Based Programs 
 
Dear Madam Secretary: 
 
 Enclosed for filing please find an original and ten (10) copies of the Comments of 
EnerNOC, Inc. Regarding Design Considerations for Market-Based Demand Response 
Programs in the above-referenced proceeding. 
 
 Also enclosed is a check made payable to “Treasurer, State of New Jersey” in the 
amount of $25.00. 
    
 Please do not hesitate to contact me if I may be of service. 
 
        Sincerely, 
 
 
 
        Kenneth D. Schisler 
        Senior Director 
        Regulatory Affairs 
 
 
Attachments:   EnerNOC, Inc. Comments 
  NJBPU DRWG Final Report – November 14, 2007   
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                     Docket No. EO08060421 

 
COMMENTS OF ENERNOC, INC. REGARDING DESIGN CONSIDERATIONS 

FOR MARKET-BASED DEMAND RESPONSE PROGRAMS 
 

EnerNOC, Inc. (“EnerNOC) filed a timely Motion to Intervene in the above-

captioned proceeding, and herein submits comments in support of the development of a 

New Jersey market-based demand response program.   

I. Proposal developed in Demand Response Working Group should be 
considered in this docket. 

   
 In June of 2007, the New Jersey Board of Public Utilities (“Board”) established 

the Demand Response Working Group (“DRWG”) to design a New Jersey demand 

response pilot program for Board review.  The DRWG, overseen by Board Staff and 

comprised of a diverse group of stakeholders, met numerous times over the Summer and 

Fall of 2007, and on November 14, 2007 submitted a final report (Attachment A) 

proposing a pilot program to commence June1, 2008. 

 The Board considered the proposed pilot program at its January 16, 2008 regular 

meeting.  Formal action on the DRWG pilot proposal had to be deferred due to concerns 

related to utilizing the Retail Margin Fund, which had been identified as the funding 

source for the proposed pilot program.  Although the pilot proposal had to be deferred, 

members of the Board expressed strong verbal support for the basic framework laid out in 

the pilot proposal.  Unfortunately, the delay eventually led to the demise of the pilot 
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proposal as the 2008 deadline passed for enrollment in the PJM Interconnection, LLC 

(“PJM”) wholesale market demand response program, to which the pilot proposal had 

been linked. 

 Although the window of opportunity for approving the pilot proposal for 2008 

passed, many hours of effort were put forth in developing solutions and compromises on 

a number of important issues.  It would appear entirely prudent to utilize the work 

product developed in the DRWG as appropriate place to commence work on the 

development of a demand response program under this docket. 

II. Source of program funding is a threshold consideration. 

 Elements of program design will necessarily flow from the nature and source of 

funding for the New Jersey demand response program.  This is so because a well-

designed program will target the direct benefits of the program to those customers and 

customer classes that are paying the direct costs of the program.   

If all customers are paying the costs, the program can be designed such that 

program benefits flow to all customers.  On the other hand, if a funding source such as 

the Basic Generation Service (“BGS”) procurement is utilized, it may be desirable to 

incorporate features into the design of the demand response program to make sure that 

customers paying for BGS also receive direct benefits of the investment in demand 

response. 

Program funding through a system benefit charge or demand side management 

charge on all customer bills (or other non-bypassable charge to all customers) would 

likely facilitate the simplest program design and may be the most equitable approach to 

program funding.  All New Jersey customers will enjoy the benefits of the state’s new 
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demand response program.  It is therefore appropriate to consider allocating the cost 

responsibility to all customers.   

 While there are advantages to utilizing a system benefit fund approach to program 

funding, there are potential drawbacks as well.  One potential area of concern for the 

Board to consider in using a system benefit fund approach will be to ensure that the 

state’s new demand response program is not competing for limited program dollars with 

other worthwhile policy objectives, such as promoting renewable energy or energy 

efficiency.  While EnerNOC appreciates that demand response is a critical policy 

objective for the Board and as part of Governor Corzine’s Draft Energy Master Plan, we 

recognize that there are other important priorities as New Jersey charts the course of its 

energy future.   

As discussed in greater detail below, another option would be to design a state 

demand response program that becomes an embedded part of BGS.  If that becomes the 

preferred method of funding, the program would likely need program components to 

ensure that direct benefits flow to customers who receive BGS supply service.  This is 

entirely feasible, but it will necessarily make the program design more complex. 

Finally, it remains unclear what, specifically, remains as a barrier to utilizing the 

Retail Margin Fund to fund the demand response program.  If that source of funding is 

viable, it too could and should be explored. 

In any event, understanding the parameters of program funding will be an 

important early consideration.  It would be of tremendous value to stakeholders for the 

Board to indicate which funding sources may be available to fund the state’s new demand 

response program. 
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III. Market-based demand response program should be open to all qualified 
curtailment service providers (CSPs). 

 
 The proposal developed in the DRWG recommended a program that allowed 

CSPs to compete for customers.  In its filing in this docket, ConsumerPowerline 

recommends a similar approach, and does an excellent job of setting forth the basic 

elements of a market-based approach for a state demand response programs.  By 

designing a program that would be available to all qualified CSPs on a non-

discriminatory basis, New Jersey could leverage the marketing sales and operational 

capabilities of numerous firms already operating in the New Jersey market and maybe 

attract new market participants.  CSPs could compete in the marketplace against each 

other and potentially utility programs established under the electric distribution company 

(“EDC”) program approach to enroll end use customers in the program.  This activity 

will undoubtedly mean greater outreach activity than would otherwise occur under any 

other program design. 

IV. Market-based demand program should be available on equivalent terms as 
programs approved under the EDC approach. 

 
 Since the EDC programs may be competing to enroll many of the same customers 

as the market-based approach, the Board should strive to ensure that program funding and 

terms and conditions of both approaches are equivalent.  If the EDC programs receive 

more favorable funding or terms, it will create a substantial deterrent to CSPs who would 

be reluctant to commit additional resources in a market in which EDCs could offer more 

lucrative opportunities that were not available to other market participants.  On the other 

hand, if the market-based programs approach had advantages over the EDC programs 
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approach, New Jersey EDCs may not be able to achieve the ambitious goals set forth by 

the Board.  

The EDC petitions recently filed in Docket No. EO08050326 include various 

elements of program funding and benefits that would not appear to be available to third 

party CSPs participating in New Jersey.  Each EDC program proposal is structured 

differently, but each includes elements that would raise concerns about the competitive 

neutrality of the New Jersey demand response market going forward.  Such elements 

include extra compensation, start up bonuses, free meters and meter data, and curtailment 

audit grants.  Jersey Central Power & Light (“JCP&L”) has proposed that one form of 

incentive, the start up incentive be available to third party CSPs on competitively neutral 

terms.  At this point, EnerNOC does not support or oppose the inclusion of the incentive 

elements of the EDC proposals.  However, in order to ensure vibrant demand side 

activities in New Jersey, the incentives available under the EDC program proposals 

should be available on similar terms to third party CSPs. 

It should also be noted that two of the EDC proposals, from Public Service 

Electric & Gas and JCPL, include additional customer responsibilities primarily related to 

preserving reliability of distribution operations that are not addressed in PJM’s wholesale 

market programs.  Essentially, the proposals would require customers to curtail load for 

additional events as directed by the utility, in addition to the curtailment events that will 

be dispatched by PJM.  These program design elements are similar to a program that is 

now in effect in New York in the Consolidated Edison (“Con Ed”) service territory.  As 

is explained more fully below in Section VI-C, EnerNOC fully supports utilizing demand 

response to address distribution level reliability needs of utilities.  The Con Ed model 
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demonstrates that these distribution level load relief benefits can be delivered through 

third party CSP programs as well as utility programs.  Again, this should be 

accomplished by establishing a third party CSP program that includes comparable 

program funding and benefits as will be available to EDCs. 

The best policy will be to design and approve programs under both approaches 

that are equivalent in terms of the funding available, responsibilities of demand response 

performance, etc.  In this way, New Jersey will be advancing a policy that will truly 

“grow the size of the pie” of demand resources in the state. 

V. State program should leverage participation in PJM demand response 
programs. 

 
 There are numerous advantages, both administrative and strategic, to designing a 

state demand response program that would operate in tandem with the PJM wholesale 

market demand response programs.  The DRWG recognized these advantages when it 

recommended that the state program work in conjunction with the PJM programs.  

Indeed, PJM indicated to the DRWG that it would assist New Jersey with the 

administration of a state program in a variety of ways. 

 Designing a state program to work in conjunction with the PJM program could 

provide any or all of the following advantages: 

 A. UProgram expenditure savingsU – If the New Jersey program is designed in 

such a manner as to be fully compatible with participation in the PJM programs, it will 

likely reduce the overall cost of the state program.  New Jersey should seek to design its 

demand response program such that the state program makes available an additional 

revenue stream opportunity.  An additional revenue opportunity through the New Jersey 

program would be incremental to payments under the PJM program.  In this way, New 
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Jersey can effectively leverage the PJM program to promote substantially more demand 

response business activity in New Jersey than currently exists at a manageable cost. 

B. UPre-qualifying eligible CSPsU – CSPs who participate in the PJM programs 

in New Jersey and elsewhere must be members of PJM, meet creditworthiness standards, 

and conform to other standards established to ensure that CSPs participating in the 

market are viable businesses.  New Jersey could avoid the need to establish a separate 

CSP qualification procedure by utilizing the PJM approval process. 

 C. UDetermining whether facilities qualify for participationU – Certain demand 

response resources may be committed under retail contract or tariff obligations that 

render them ineligible to participate in state demand response program, or vice versa.  

PJM has established clearinghouse procedures for reconciling potential conflicts. 

 D. UMeasurement and verification (“M&V”) of demand response resource 

performance U – PJM oversees a rigorous process to ensure that demand response resources 

are performing in conformity with established guidelines and identify problems with non-

performance or under-performance by demand response resources.  PJM’s M&V 

processes are an important preventative tool to prevent various potential forms of 

“gaming” activities that can undermine the integrity of a demand response program. 

 E. UEvent managementU – PJM has a refined process for initiating and 

managing load response events.  This process includes established protocols for 

communicating information regarding any advance advisory notices of dispatch, dispatch 

instructions, event start and event end instruction, and the exchange of load data before, 

during, and after load response events. 
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VI. Program purpose should dictate elements of program design. 

 In the Board’s Order establishing this docket, the Board identified several existing 

state and utility-specific demand response programs.  It is interesting to point out that 

each of those programs were designed to achieve different policy objectives.  EnerNOC 

recommends that New Jersey carefully consider the approach being deployed in New 

York in the Consolidated Edison (“Con Ed”) territory.  In any event, it is important for 

the Board to determine the precise policy objectives for the program early in the process 

since that decision will likely drive numerous program design elements. 

 A. Southwestern Connecticut Program 

 In the southwestern Connecticut program, the primary concern facing Connecticut 

regulators was that the region was chronically congested.  There was both great difficulty 

and long lead times associated with addressing the problem through building new 

transmission and generation.  Meanwhile, Connecticut was increasing its reliance on out 

of market reliability-must-run generating units, which was distorting the market intended 

to attract new investment.  Connecticut established its demand response program as a 

way to bring quick relief from demand side measures to address the immediate problem, 

so that the work on longer term solutions could continue without the pressure of an 

impending reliability crisis. 

 B. Southern Maryland Electric Cooperative Program 

The recently approved demand response program for the Southern Maryland 

Electric Cooperative (“SMECO”) was not designed to address specific reliability 

concerns then prevailing in SMECO or in the Maryland region.  Instead, the SMECO 
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program was approved as a means of attracting additional capacity resources to the 

region to help keep capacity prices down and avoid future reliability problems. 

C. Consolidated Edison of New York Program 

 The demand response program established by the New York Public Service 

Commission (“PSC”) for Consolidated Edison (“Con Ed”) was designed as a means to 

use demand side solutions to address reliability issues at distribution-level voltages.  The 

New York PSC approved enhancements to the Con Ed Distribution Load Relief Program 

(“DLRP”) following the Queens Blackout in 2005.  The ensuing Queens Blackout 

investigation by the New York PSC revealed that there are times when there are 

reliability problems at distribution-level voltages in Con Ed’s system but that those 

problems did not give rise to reliability problems on the high voltage transmission system 

operated by the New York Independent System Operator (“NYISO”).  At these times, 

although there were localized reliability concerns that could be helped with demand 

response resources, NYISO did not and could not dispatch demand side resources 

enrolled in the wholesale market demand response programs because there were no 

observed reliability concerns facing the bulk transmission system.   

Con Ed’s DLRP program was established to attract targeted load relief to specific 

locations on Con Ed’s system where load resources can be deployed to address localized 

system concerns.  This is accomplished through a supplemental payment to demand 

response resources that may be dispatched at Con Ed’s discretion to address localized 

reliability concerns.  Con Ed has established different premium payment levels for the 

supplemental payment in order to attract demand resources to targeted areas where relief 

is most valuable.  The supplemental payment is required to attract demand resources, 
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many of which are already enrolled in NYISO programs, to the DLRP.  It effectively 

compensates participants for their agreement to respond to reliability needs at the 

distribution level, while the NYISO program compensates participants for the agreement 

to bolster the transmission network.  Structuring a supplemental payment in addition to 

the NYISO payment ensures that the maximum level of demand resources is enrolled and 

that the needs of both Con Ed and NYISO are met without cannibalizing existing 

programs. 

A DLRP-like approach in New Jersey has the potential to revolutionize and 

dramatically transform and improve the efficiency of the state’s electric distribution 

system.  Of the various approaches described, we would recommend that New Jersey 

give serious consideration this model as consistent with the goals of the Draft Energy 

Master Plan.   

Traditional electric distribution system planning involves planning for system 

upgrade investments to meet load growth in communities.  This approach typically does 

not incorporate demand resources to help control or manage load growth in a community.  

As a result, this investment tends to be lumpy in that most new upgrades are built with 

substantial excess capacity to accommodate further load growth.  After substantial 

investments in distribution system improvement, much of the investment is underutilized 

because it was built to accommodate future growth that has not yet materialized.  The 

traditional approach may be, and likely is not an optimally efficient way of building out a 

utility distribution system.   

New Jersey has an opportunity to design a program that incorporates demand side 

resources into distribution system planning.  This approach has the potential to preserve 
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reliability while bringing down costs to New Jersey customers by helping to delay or 

negate future system capacity upgrades that would otherwise be needed to meet load 

growth.  Also, as load resources become more prevalent throughout a utility’s distribution 

system with the capability to be dispatched on a localized basis (e.g. at the feeder level) it 

will provide utilities with an increasingly valuable tool to help preserve reliability in local 

communities. 

VII. A state demand response program can be integrated with BGS 

 The Board Order requested parties to submit comments about whether the state’s 

demand response program can and should be integrated with the BGS auction process.  It 

is indeed possible to integrate a demand response program with BGS in a manner that 

would be both cost effective and fair to BGS customers and other ratepayers.  What 

follows is a very brief description of one potential method of achieving this end – and 

there well could be others.  In any event, if integrating the demand response program into 

BGS is the Board’s preferred policy choice, there would be numerous details that would 

likely need to be addressed in a stakeholder process. 

 The current BGS procurement could be altered to begin with the procurement of a 

certain quantity of demand response megawatts that would be available for dispatch by 

PJM under pre-defined terms conditions when locational marginal prices reach certain 

price.  New Jersey would hold an auction for these demand response resources similar to 

the BGS supply auction.  The BGS supply auction could then be held afterward with the 

understanding built into the BGS design that demand response resources would operate 

as a form of a price hedge for load serving entities serving BGS customers.  Since bidders 

in the standard BGS auction would know that demand response resources would be 
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dispatched in the place of high-priced supply during high-priced periods, BGS bidders 

would have the incentive to submit competitive bids that were lower than if this price 

hedge was not available. 

 The successful demand response bidders in the BGS auction would receive 

compensation from two sources:  1) the PJM wholesale energy market through PJM’s 

economic load response programs, and 2) revenues from the BGS demand response 

auction.  The cost of the BGS demand response resources could be collected by any 

means that proves the most fair and administratively efficient.  It may be most efficient to 

include an administrative adder on the cost of BGS service that would then be disbursed 

to the successful demand response BGS bidders.  Another possibility could be to allocate 

the cost to successful wholesale supply bidders in the BGS auction.  The BGS suppliers 

could then pay the BGS demand response resources directly, or the utility could be 

utilized as a third party administrator. 

 Under the framework described above, customers who receive BGS service 

would be both paying for and receiving the direct economic benefits of demand response 

resources participating in the BGS procurement.  In addition, because the program would 

lead to additional price responsive resources in the New Jersey area, other New Jersey 

customers who were not BGS customers would benefit indirectly because of the 

downward pressure the program would put on peak energy prices in the region. 

 If the New Jersey demand response program is intended to be integrated in BGS, 

that policy choice will necessarily involve a number of additional questions and details 

that must be resolved.  This decision would necessarily be of interest to broader group of 

stakeholders that may not yet be participating in this proceeding.  If the Board intends 
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that the new demand response program become a part of the BGS process, it would be 

helpful if the Board would offer initial guidance. 

VIII. A Working Group or Technical Conference would be helpful. 

 As is discussed above, there are numerous issues that will need to be ironed out as 

New Jersey seeks to approve a market-based demand response program.  The Board’s 

Order establishing this docket and Docket No. EO08050326 stated that a working group 

could be established to address details of the proposals.  EnerNOC fully supports 

establishing a working group for this purpose. 

 The working group should have several important areas of focus:  program 

funding; policy purpose of the programs; comparability between EDC and market-based 

programs; and integration of distribution reliability benefits available in market-based 

programs into similar elements of EDC programs.  A working group or technical 

conference established early in the proceedings that would be organized to address these 

important issues would be extremely valuable to stakeholders and help keep the 

compressed procedural schedule on track. 

IX. Summary 

 EnerNOC appreciates this opportunity to offer comments in support of the 

establishment of a market-based demand response program for the State of New Jersey.  

The work product developed by the DRWG and submitted to the Board last Fall 

represents a workable place to begin work on this docket.  Consistent with the approach 

recommended by the DRWG, EnerNOC recommends that the Board pursue a market-

based program that is open to all CSPs and works in conjunction with existing PJM 

demand response programs.   
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The market-based program should be designed on equivalent terms as the EDC 

approach programs in order to ensure the success of both.  In EnerNOC’s view, a state 

demand response program that is patterned similar to the program administered by Con 

Ed of New York that enhances the value of demand response resources to local 

distribution systems may hold the most promise for New Jersey’s energy future.   

Further guidance from the Board or Board Staff will be invaluable as this docket 

proceeds.  Guidance is needed for parties to gain a better understanding of available 

funding source, and the specific policy objectives the Board wishes to promote in 

advancing a demand response program.  Finally, if the Board prefers that the new 

demand response program be integrated with BGS, it should indicate that preference so 

that stakeholders can direct efforts toward that approach.  A working group or technical 

conference likely represents the best means of obtaining this necessary guidance.   
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