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August 25, 2011


Energy Master Plan

c/o NJ Board of Public Utilities

P.O. Box 350

Trenton, NJ  08625  (delivered by e-mail)

RE: Corrections needed to the Draft EMP

Dear Commissioners and Staff:
This is a supplement to my prepared statement of July 26. The supplement covers misleading graphics used to communicate energy efficiency goals, and a dubious claim the EMP makes about the relationship between New Jersey’s economic growth and electric rates.

As described in my July 26 statement, the draft lacks sufficient information for readers to understand changes to energy efficiency goals from 2008. Consequently, readers are left to rely on graphic displays (Figures 11 and 10), which plot the wrong data and convey that the plan’s impacts are much greater than numbers based on the plan’s text. In Figure 11, impacts appear more than 8 times as big as numbers derived from the text explanation. Impacts also look exaggerated in Figure 10, but not as much (around 35-40% too big).

I’ll address Figure 11 first. In this graph which is used to convey the energy savings goal, 2 sets of lines need to be shown: the EMP goal and load forecasts under all the same assumptions as the EMP but without the actions proposed in the EMP. PJM’s forecasts don’t belong on this graph because they make different assumptions than those used in EMP analysis. The correct forecasts that belong on this graph are the 2008 Business As Usual forecast (2008 BAU) and the updated version of BAU from 2010-2011 (which I believe CEEEP called the 2010 Baseline). Please verify the forecast assumptions with Rutgers’ CEEEP. Readers will look at the gap between forecasts and goals and attribute it to your plan, so what readers think from seeing Figure 11 is that the 2011 plan saves about 20,000 GWH in 2020. That’s entirely wrong.
How many GWH does the plan save in 2020? I tried answering this question based on the corresponding text, which is wrong. It says:

“The State’s energy use goal remains the same as the 2008 EMP, but the 2020 target now represents a smaller percentage reduction relative to the most recent PJM forecast. Notwithstanding the reduction in PJM’s load forecasts, New Jersey’s energy and peak demand reduction targets remain aggressive.”
After downloading PJM’s load forecasts for 2008 and 2011 from PJM’s website, I added up New Jersey’s energy use for 2020. Between 2008 and 2011, PJM’s load forecast fell 12,734 GWH. Since energy use in 2020 remains the same as the 2008 EMP, that 12,734 GWH drop significantly reduces savings due to energy efficiency. You may recall that the 2008 electric energy savings goal measured 15,000 GWH. The result is that the electric energy savings goal implied by this explanation is only

15,000 GWH ‑ 12,734 GWH = 2,266 GWH
That is anything but aggressive; it’s only 15% of the previous 15,000 GWH goal. But Figure 11 makes the impact appear more than 8 times bigger.
Figure 10 is used to convey the peak demand reduction goal. As the text explains, the 2008 peak reduction goal was 5,700 MW, which is correctly portrayed on the graph based on the vertical distance between the two triangles labeled 2008. Figure 10 should include two triangles for 2011 but one of the triangles is missing. The vertical distance between the 2011 PJM forecast and the 2011 triangle representing the target suggests the plan’s impact is about 5000 MW, which is comparable to 2008’s goal, but the 2011 goal is only 3,634 MW. Again, the graphic display of data exaggerates impacts that are based on the numbers. 
Finally, the draft EMP makes an assertion about economic growth that is almost certainly untrue. Twice it claims the following (or a variation of this): “For New Jersey’s economy to grow, electricity costs must be comparable to costs throughout the region, and ideally to the U.S. as a whole.” I am highly skeptical about a correlation between electric rates or energy prices and state economic growth. There are counterexamples, such as Connecticut, California and West Virginia. The draft EMP’s assertion seems to be an attempt to generalize from the local level to the state level, making invalid assumptions. Economic growth sometimes occurs under rising energy costs that promote new technology and adaptation. I understand that lower rates are a priority for the Governor, but this should not be presented in the guise of economic growth. Administration priorities must not be hidden behind bogus claims about the economy. I am due to receive economic research on this issue using the latest GDP data should the Administration persist in making this highly dubious claim.
Yours truly,

Franklin Neubauer

Principal

