
 
Date: August 17, 2026 

Submitted electronically via: board.secretary@bpu.nj.gov  
Sherri L. Lewis  
Secretary of the Board  
New Jersey Board of Public Utilities  
44 S Clinton Ave  
Trenton, NJ 08625  

Re: Docket No. QO26030099, In the Matter of Advancing Virtual Power Plant (VPP) 
Program in the State of New Jersey,  

Dear Secretary Lewis, 

On behalf of Northeast Energy EƯiciency Partnerships (NEEP),1 we are pleased to submit 
comments on the New Jersey Board of Public Utilities’ (BPU) Virtual Power Plant (VPP) 
straw proposal.2 NEEP commends BPU for exploring virtual power plants that reliably and 
aƯordably meet growing energy demand in New Jersey using distributed energy resources. 
We appreciate the BPU’s robust stakeholder engagement process through the VPP Request 
for Information, VPP straw proposal, and proposed VPP Implementation Working Group. 
We support the BPU’s proposal to leverage existing demand response (DR) programs in the 
VPP Interim Program while planning for a long-term VPP framework. This aligns with several 
other recent state approaches to launching VPP pilot programs, such as in Maryland and 
Virginia.3 

BPU can also further leverage energy eƯiciency and demand response for VPP programs to 
maximize benefits for people and the grid. During load-shifting events, people will remain 
more comfortable in well-insulated buildings that maintain their temperature longer. More 
eƯicient appliances use less energy, including during outage or load-shifting events, which 
allows ratepayers to buy smaller batteries and distributed energy resources (DERs). Energy 
eƯiciency also reduces peak demand usage, which can oƯset baseload generation needs 
and investments in expensive supply-side resources.   

NEEP’s comments focus on leveraging the Triennium energy eƯiciency programs and rate 
design reforms, business models for utilities, and benefit-cost analysis including 

 
1 These comments are oƯered by NEEP staƯ and do not necessarily represent the view of the NEEP Board of 
Directors, sponsors, or partners. NEEP is a 501 (c)(3) non-profit organization that does not lobby or litigate. 
2 https://www.nj.gov/bpu/pdf/publicnotice/VPP%20Straw%20Proposal%20Final.pdf.  
3 https://sepapower.org/resource/50-states-of-virtual-power-plants-and-supporting-distributed-energy-
resources/. 



 
measuring ratepayer impacts. Throughout our comments, we include the applicable 
numbers of BPU’s stakeholder comments. 

Leverage and Integrate VPPs with Utility Energy EƯiciency Programs and 
Appropriate Rate Design. 

Recommendation: Ensure Alignment and Continuity for Energy EƯiciency and VPP 
Programs. 

Stakeholder comment no. 24: NEEP sees several opportunities for coordination between 
energy eƯiciency programs in Program Year 7 and Triennium 3 with VPP Programs in the 
short term and long term. The BPU and utilities can leverage customer familiarity with 
energy eƯiciency programs and work towards a streamlined approach for customer 
awareness of and enrollment in programs. For example, this could include marketing 
hardware incentives to customers for demand response measures through energy 
eƯiciency programs. Utilities can streamline participation for customers by oƯering 
products in energy eƯiciency programs that automatically act as demand response 
resources (e.g., smart thermostats) and are already enrolled in demand response events. 
Additionally, utilities can conduct outreach to customers with existing connected devices 
obtained through the current or previous triennia to oƯer enrollment in the VPP programs.  

Coordinating energy eƯiciency with demand response programs can ensure that all 
measures in the VPP programs are eƯicient and flexible devices. Leveraging energy 
eƯiciency programs can prevent the BPU and utilities from standing up separate programs 
for each, which can further streamline savings accounting and cost recovery for both 
programs. While this will open questions about savings attribution, clearly delineating 
between savings from demand response events and baseline savings from an appliance on 
the back end can ensure correct accounting.  

Recommendation: Allocate a Contingency Budget for Demand Response Programs in Case 
of VPP Program Delays. 

NEEP recommends that BPU fund a contingency budget to keep demand response 
programs active until the VPP Pilot Program launch. Demand response measures are 
invaluable for providing cost-eƯective, flexible demand in VPPs. Utilities should be allowed 
to continue their demand response programs in the event that the VPP Pilot Program 
launch is delayed. A contingency budget will ensure continuity of demand response 
programs and avoid confusion among customers and contractors accessing them. 



 
Recommendation: Prioritize Consumer Benefits, Including Equity and AƯordability, in VPPs 
and Rate Design. 

Stakeholder comment no. 38: The BPU should include access to VPPs for low-income 
communities when they lower bills and design rates that meet customer needs. Low-
income residents are more likely to face energy insecurity and high energy burdens.4 
OƯering incentives to help low-income community members access DERs can help lower 
energy costs and provide revenue and cost-reduction opportunities from VPPs.5 VPP 
programs that require a device can oƯer reduced cost or free appliances that are eƯicient 
and flexible. The BPU and utilities could oƯer targeted VPP programs with enhanced 
incentives for low-income customers.6 

The BPU and New Jersey utilities can use modern rate designs that prioritize aƯordability 
and create more equitable energy bills for these customers, such as income graduated 
fixed charges coupled with TOU Rates.7 This can help avoid the need to create payment 
plans or discount rates that layer on after the fact and require distinct funding sources.8 

Recommendation: Adopt Technology Neutral Rates that Enable Demand Flexibility. 

Stakeholder comment nos. 27a and 27e: VPPs empower consumers to be a part of the 
energy grid by paying them to reduce energy usage, feed power back into the grid, and/or 
use appliances at certain times. Technology-specific rates for EVs and heat pumps can 
help spur adoption of these technologies. However, NEEP recommends against tying rates 
to specific technologies for broader VPP implementation. Customers with EVs and other 
load-shifting technologies can take advantage of rates whether they are generally available 
or tied to a specific technology. Further, research has shown that homes with heat pumps 
can still save money with a technology neutral TOU rate. Therefore, we suggest focusing on 
rates that enable demand flexibility through both customer behavior and the adoption of 
connected appliances.9  

Well-designed rates can drive down energy usage at peak times, improve system reliability, 
and avoid expensive infrastructure investments. For VPPs, there are two types of rates to 

 
4 https://energyjustice.indiana.edu/research/household-energy-insecurity.html.  
5 https://rmi.org/insight/virtual-power-plants-real-benefits.  
6 The virtual power plant programs summary table from the Clean Energy States Alliance contains additional 
information about VPP programs with equity provisions. 
7 Modern Rate Design in the Northeast: Unlocking EƯiciency, AƯordability, and Electrification | Northeast 
Energy EƯiciency Partnerships. 
8 
https://www.aceee.org/sites/default/files/proceedings/ssb24/assets/attachments/20240722160801375_065
c41bb-f626-4802-b8eb-70fafbe6d9b3.pdf.  
9 https://neep.org/sites/default/files/media-files/neep_modern_rate_design.pdf.  



 
consider: time of use (TOU) rates, which promote load shifting away from peak hours 
during the day and incentivize the deployment of distributed energy resources during peak 
times, and peak time rebates (PTR), which further incentivize load shifting behavior and can 
be tied to seasonal events, such as a heat wave or winter storm. For example, in 2025 
Baltimore Gas & Electric reported that 63% of their 1.1 million customers enrolled in their 
PTR program, which resulted in $3.2 million in bill credits.10 These rates are not exclusive 
and can be used together to encourage customers to shift their load.  

The BPU has several options to design rates that incentivize customer enrollment and 
protect low-income customers. If deploying TOU rates, it is important to provide 
appropriate price signals to incentivize customer enrollment with lower volumetric rates, 
so customers save money, as well as peak pricing that is not too punitive (a ratio of 5:1 is 
recommended to encourage peak reduction).11 We also suggest protections such as 
shadow billing, where the customer can compare their current rate and the TOU rates to 
see their savings, or hold harmless billing, where customers pay the lesser of two bills.12  

For low-income customers, bill protections or guarantees can help avoid increased costs. 
These protections will be especially important if the BPU chooses to deploy rates that are 
opt-out, which automatically enroll customers. Whether the BPU chooses to use opt-in or 
opt-out rates, customer marketing and education will be key to communicate the benefits 
of the rates to customers and education them on when to shift their load. It is also 
important to connect economically vulnerable customers to programs that can help them 
lower their energy bills and energy usage. Depending on the roll-out and rate design 
process, the BPU could also establish an exemption for certain vulnerable populations, a 
low-income rate class, or adjust fixed charges to reflect income.13  

Because New Jersey is deregulated, another key aspect to lowering costs for all ratepayers 
will be shifting supply load. Distribution and transmission (T&D) TOU rates can be rolled out 
alongside supply rebates to ensure meaningful opportunities to load shifting and create 
demand flexibility.14 To align supply with T&D will require early engagement with energy 
suppliers. As an example, California has managed coordination between regulated utilities 

 
10 https://bgesmartenergy.com/residential/earn-incentives/load-management.  
11 A-Review-of-Alternative-Rate-Designs-2016.pdf. 
12 Modern Rate Design in the Northeast: Unlocking EƯiciency, AƯordability, and Electrification | Northeast 
Energy EƯiciency Partnerships. 
13 Ibid.  
14 Maine PUC. “Report Regarding the Implementation of Time-of-Use Rates Pursuant to Resolves 2023, 
chapter 79.” Maine Public Utilities Commission. November 20, 2023. Available at: 
https://www.maine.gov/mpuc/sites/maine.gov.mpuc/files/inline-files/TOU%20Report%20-
%20Resolves%202023%20ch.%2079.pdf.  



 
and competitive electricity providers (CEPs).15 The joint strategy involved timelines for CEPs 
to decide whether they would oƯer supply TOU rates in line with the utilities’ TOU 
framework and coordination between the utilities and CEPs to minimize potential customer 
confusion.  

Recommendation: Deploy DERs to Areas Facing Grid Constraints.  

Stakeholder comment no. 1.b: Rapidly growing electricity demand presents opportunities 
for the BPU and electric distribution companies (EDCs) to aggregate DERs through VPPs. 
DERs can provide grid services and add value by deferring or avoiding the costs of 
generation, ancillary, and delivery services.16 NEEP supports the BPU’s inclusion of 
objective viii in the VPP straw proposal.17  

NEEP recommends that the BPU, EDCs, and third-party DER aggregators use the data 
collected as part of objective viii during the VPP Interim Program to deploy or dispatch 
DERs in specific geographic areas facing grid constraints in the Long-Term VPP Program. As 
an example, Eversource and National Grid launched ConnectedSolutions+ pilots earlier 
this year to select residents and businesses in the greater Boston area and Southern 
Massachusetts. The utilities updated their existing ConnectedSolutions demand response 
programs to reward eligible customers in specific grid-constrained areas if they curtail their 
energy usage during peak demand events. Eversource and National Grid oƯer targeted 
incentives for eligible customers that curtail their energy usage using smart thermostats, 
batteries, and other targeted curtailment strategies.18 Eversource also oƯers a Managed 
Charging+ pilot program to gives enhanced incentives to Massachusetts residents in select 
neighborhoods for enrolling eligible smart chargers or EVs and shifting EV charging to oƯ-
peak hours.19 These programs build upon a 2024 Massachusetts report that found that 
dispatchable DERs oƯer valuable distribution system grid services by resolving thermal 
and voltage constraints.20  

 
15 See Decision 19-07-004 and Decision 18-12-004. 
16 https://emp.lbl.gov/publications/locational-value-distributed-energy.  
17 Objective viii in the straw proposal is to “Collect data to quantify retail peak load reduction and distribution-
level grid service values, in order to establish the evidence-based foundation for future procurement of 
locational distribution network benefits under the long-term framework.” 
18 https://www.eversource.com/business/save-money-energy/energy-eƯiciency-programs/demand-
response/connectedsolutionsplus; https://www.nationalgridus.com/ConnectedSolutionsPlus-BarreAthol.  
19 https://www.eversource.com/residential/save-money-energy/clean-energy-options/electric-vehicles/ev-
charger-managed-charging/managed-charging?_sp=fb7e3816-6afa-4ced-9af0-
070a618c10a9.1786564938044.  
20 
https://www.masscec.com/sites/default/files/documents/The%20Value%20of%20Distributed%20Energy%2
0Resources%20for%20Distribution%20System%20Grid%20Services.pdf.  



 
Support Utility Business Model Reforms that Reward Performance and Save 
Ratepayer Dollars.  

Recommendation: Establish Long-Term VPP Program Performance Goals. 

Stakeholder comment no. 1: NEEP encourages the BPU to establish performance goals 
for the Long-Term VPP Programs. We commend the BPU for establishing a 3% peak 
demand reduction goal by July 1, 2027 for each EDC in the VPP Interim Programs and 
suggest that the BPU propose a similar performance target for the Long-Term VPP Programs 
to maximize benefits for New Jersey customers. While establishing budget targets is 
important for carving out dedicated resources for the VPP programs, results-focused 
targets are a crucial tool for ensuring these programs provide the proposed benefits and 
savings for New Jersey ratepayers. The BPU could set this target in terms of percentage 
peak demand reduction or an absolute GW reduction target. For example, Massachusetts 
Executive Order 654 directs state agencies to bring online ten gigawatts (GW) of new energy 
resources—including 3.5 GW from demand management like virtual power plants—by 
2035.21  

NEEP recommends the BPU and utilities conduct a planning process to identify 
performance goals for the Long-Term VPP Programs. This will help drive the most cost-
eƯective VPP projects and treat VPPs like a supply-side resource. The BPU could use 
existing distribution system planning processes to establish these goals, such as the Grid 
Mod Forum and Integrated Distribution and DER System Planning (“IDDER”) workgroup. 

Recommendation: Implement Full Symmetrical Revenue Decoupling. 

Stakeholder comment no. 30: To encourage utilities to invest in energy eƯiciency, the BPU 
can use the three legged stool of cost recovery, revenue decoupling, and performance-
based incentives or rates. Cost recovery ensures that utilities can recover investments in 
energy eƯiciency, and performance-based incentives encourage utilities to expand 
programs. 

NEEP recommends that BPU implement full symmetrical revenue decoupling, which 
enables utilities to recover investment and operating costs independent of the volume of 
their sales. This is diƯerent from some aspects of the current decoupling mechanism 
through the Conservation Improvement Programs (CIPs) and LRAM, which allows for 
recovery of lost sales. Decoupling rate adjustments are symmetrical, meaning they can 

 
21 https://www.mass.gov/news/governor-healey-takes-action-to-bring-in-10-gw-of-new-energy-save-10-
billion-and-promote-energy-
independence#:~:text=The%2010%20GW%20target%20includes%204%20GW,has%20grown%2C%20incre
asing%20our%20overall%20energy%20productivity.  



 
decrease or increase rates and allow regulators to require utilities to return over-collected 
revenues to customers. This makes decoupling an essential tool for protecting customers 
from utility over-collection of revenues and for protecting utilities from under-collection 
due to energy eƯiciency. This is more important than ever in the face of rising energy costs 
and growing ratepayer concerns about aƯordability. NEEP recognizes that the order 
establishing program year 7 requires electric utilities to use the lost adjustment revenue 
mechanism and gas utilities to continue using the Conservation Improvement Program, 
and we encourage BPU to reconsider this approach for Triennium 3.22 

Recommendation: Use New Jersey Cost Test or a Modification of it for Cost EƯectiveness. 
Use the RIM Test to Evaluate Rate Impacts, not Cost EƯectiveness.  

Stakeholder Comment no. 8.a: In the straw proposal, BPU staƯ identify the Ratepayer 
Impact Measure (RIM) test as the most appropriate way to evaluate the VPP program and 
compare its eƯicacy to other electric distribution company and BPU programs. NEEP 
recommends against this approach for several reasons. The RIM test is more appropriate 
for measuring rate impacts than cost-eƯectiveness. It measures past, sunk costs rather 
than future costs, so it has limited usefulness for resource investment decisions. 
Additionally, the RIM test results do not convey the magnitude of rate impacts for 
customers. Using the RIM test to screen distributed energy resources will not necessarily 
result in the lowest cost to customers on average and can result in missing out on major 
reductions in utility system costs.23 Finally, the RIM test does not capture avoided or 
deferred transmission and distribution costs, missing a primary goal of New Jersey's VPP 
strategy. 

NEEP instead recommends the BPU use the New Jersey Cost Test (NJCT) as the primary 
test to evaluate VPP program cost eƯectiveness. It is an established, jurisdiction-specific 
cost-benefit test that reflects the priorities and the responsibilities of public utility 
commissioners, environmental regulators, and other stakeholders. The NJCT also balances 
the interests of customers and utilities.24 The BPU could modify the NJCT to meet the goals 
of the VPP programs, for example, by removing emissions reductions from the NJCT if it 
does not wish to consider emissions for the VPP Interim Program.25 The BPU and utilities 
could also use the RIM as a secondary test to determine if the VPP program will result in a 

 
22 https://publicaccess.bpu.state.nj.us/CaseSummary.aspx?case_id=2114541.  
23 https://naseo.org/nesp/nspm.  
24 cbt_implementation_guide.pdf. 
25 https://naseo.org/nesp/nspm. 



 
substantial rate increase and if a long-term rate, bill, or participation impact analysis is 
needed.26 

Conclusion 
We thank the New Jersey Board of Public Utilities for the opportunity to review and 
comment on the VPP straw proposal. We commend the BPU for exploring VPPs and 
conducting such a robust stakeholder engagement process. In addition to these 
comments, NEEP is available to provide additional technical assistance to the BPU. If you 
have questions or would like additional information, please reach out to Mary MacPherson, 
mmacpherson@neep.org. 

Sincerely, 

Mary MacPherson 
 

Mary MacPherson 
Senior Manager, Policy and Programs 
Northeast Energy Efficiency Partnerships 
mmacpherson@neep.org  

Erin Cosgrove, Esq. 
Director, Policy and Programs 
Northeast Energy Efficiency Partnerships 
ecosgrove@neep.org 

 

 
26 Ibid. 


