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Q. Please state your name and business address.

A.
My name is Don Gilbert.  My business address is 21 West Church Street, Jacksonville, Florida 32202.

Q.
By whom are you employed and in what capacity?

A. I am employed by JEA.  My title is Manager, Electric System Planning.

Q. Please describe your responsibilities in that position.

A.
I am responsible for planning activities including generation, transmission, and distribution related to JEA’s electric system.  It is my responsibility to ensure that JEA will be able to continue to reliably serve retail electric load at a reasonable cost.  

Q. Please state your educational background and professional experience.

A.
I received my Bachelor of Electrical Engineering degree from the Georgia Institute of Technology in 1982.  I am a licensed professional engineer in the State of Florida, with more than 28 years of experience in the electric utility industry, including 4 years in Georgia Power Company’s corporate planning, 3 years in JEA’s corporate planning, 20 years in JEA’s system operations, and more than 1 year as current manager of JEA’s Electric System Planning.

Q. What is the purpose of your testimony in this proceeding?

A. The purpose of my testimony is to provide a description of JEA’s existing system, summarize JEA’s forecast of electrical demand and consumption, and describe JEA’s need for capacity.  I will also discuss several strategic considerations that led JEA to participate in Taylor Energy Center (TEC), and I will describe how JEA will finance its share of the unit. 

Q. Are you sponsoring any exhibits as part of your pre-filed testimony?

A.
Yes.  I am sponsoring Exhibit ___ [DG-1], which is a copy of my résumé.    
Q.
Are you sponsoring any sections of the Taylor Energy Center Need for Power Application, Exhibit __ [TEC-1]?
A.
Yes.  I am sponsoring Sections C.1 through C.4, C.7.1, C.8, and C.10.
Q. Please describe JEA’s existing system.

A.
JEA is the eighth largest municipally owned electric utility in the United States in terms of number of customers.  JEA’s electric service area covers all of Duval County and portions of Clay and St. Johns Counties.  JEA’s service area covers approximately 900 square miles and serves more than 380,000 customers.  JEA consists of three financially separate entities:  the Electric System, the bulk power system St. Johns River Power Park Units 1 and 2 (the Power Park or SJRPP), and the bulk power system Robert W. Scherer Electric Generating Plant (Scherer Unit 4).  The Electric System includes the Brandy Branch, Northside, and Kennedy generating stations.  JEA also has a contract with Southern Company for the purchase of 207 megawatts (MW) of coal fired capacity and energy from June 1995 through May 2010 (Southern UPS).  The total summer net capability of the Electric System, Power Park, and Scherer Unit 4 is 3,473 MW and the total winter net capability is 3,661 MW.  For the purposes of this Need for Power Application, it has been assumed that Kennedy combustion turbine (CT) 4 and CT 5 are in long-term reserve shutdown.  Therefore, the total available summer net capability is 3,371 MW, and the total available winter net capability is 3,535 MW in the near term.
Q.
What is the current status of Kennedy CTs 4 and 5?

A.
Kennedy CTs 4 and 5 had been in long-term reserve shutdown earlier this year.  However, the Northside CTs 5 and 6 are currently unavailable as a result of a failure of the step-up transformer that these two units share.  As a result, Kennedy CTs 4 and 5 have been returned to service while this step-up transformer is repaired or replaced.  Upon successful repair or replacement of the Northside CT 5 and 6 transformer, it is planned that Kennedy CTs 4 and 5 will return to a long-term reserve status.  

Q.
Are there any planned retirements in JEA’s fleet?

A.
Similar to Kennedy CTs 4 and 5, it has been assumed that Kennedy CT 3 will be placed in long-term reserve shutdown in 2008.  The decision to retire these units will be made after the successful commissioning of Kennedy CT 8 planned for operation in December 2008. 

Q. Describe JEA’s clean power program.

A.
JEA is working closely with the Sierra Club of Northeast Florida (Sierra Club), the American Lung Association (ALA), and local environmental groups to establish a process to create and update an action plan entitled “Clean Power Program Action Plan.”  The “Clean Power Program Action Plan” establishes an Advisory Panel, comprised of participants from the Jacksonville community, who provide guidance and recommendations to JEA in the development and implementation of the Clean Power Program Initiative.  Current members of the Advisory Panel include the Sierra Club, ALA, and the newest member, the City of Jacksonville Environmental Protection Board.  The Clean Power Program Initiative calls for development of the JEA Clean Power Program Strategic Plan.  The JEA Clean Power Program Strategic Plan incorporates practices and technologies including green power, demand-side management (DSM) and efficiency programs, clean fuels, pollution control technologies, and improvements to power generation efficiencies.  The Advisory Panel determines the capacity credits obtained from the JEA Clean Power Program Strategic Plan.  JEA has installed significant capacity under the JEA Clean Power Program Strategic Plan.  JEA currently has approximately 91 MW installed under the JEA Clean Power Program Strategic Plan, including approximately 321 kW of solar photovoltaic capacity, 9 MW of solar thermal capacity, 6 MW in landfill biogas capacity, 800 kW in digester biogas capacity, 10 MW of wind capacity, 22 MW of proposed landfill and biomass projects, and 43 MW of generating unit efficiency improvements.  Over the past several years, JEA has received several awards for its clean power program. 

Q.
Are there other large clean power projects that JEA has pursued?

A.
Yes.  In 2001, JEA signed a 15 year power purchase agreement with Biomass Investment Group (BIG) to purchase 70 MW of renewable energy.  This developer proposed to grow a biomass crop (e-grass or arundo donax) as a fuel for a gasification plant in Florida.  The project has been delayed many times, and since the commercial operation date of this unit is not firm, this project is not included as a resource for JEA’s system.  Although JEA committed to this project, the developer has not been able to bring it to commercial status as was originally planned.  JEA will continue to review this opportunity and other biomass projects as they are presented.
Q.
Have any of the planned generator efficiency improvements been completed?

A.
Yes.  Turbine upgrades for Northside 1 and Northside 3 have been completed under the Clean Power Program.  These improvements have resulted in an increase in capacity without an increase in fuel use.  Tables C.4-1 and C.4-2 in the TEC Need for Power Application Exhibit ___ [TEC-1] include 36 MW of additional capacity from these upgrades.  To date, approximately 27 MW of this increase has been achieved (18 MW for Northside 3 and 8.5 MW for Northside 1).  Northside 2 is planned to have the turbine upgrade implemented toward the end of 2006.  
Q.
Please briefly describe the methodology used to determine the load forecasts for JEA.

A.
JEA prepares forecasts of both Net Energy for Load (NEL) and peak demand.  JEA currently furnishes wholesale power to Florida Public Utilities Company (FPU) for resale in the city of Fernandina Beach in Nassau County, north of Jacksonville.  JEA is contractually committed to supply FPU until December 31, 2007.  Currently, FPU does not have a contract with JEA to renew this sale.  Therefore, starting in January 2008, sales to FPU are not included in JEA’s NEL and peak demand forecasts.  If the FPU contract is renewed, JEA’s loads will be higher than forecast.


The NEL forecast is developed on a monthly and annual basis as a function of time and heating and cooling degree-day data.  Inputs into the forecast include historical energy production, JEA territory sales, sales to FPU, and heating and cooling degree-days.  The JEA forecast modeling methodology separately accounts for and projects the temperature-dependent and non-temperature-dependent energy requirements over time, then combines these components to derive the system total NEL forecast.  The temperature-dependent NEL is modeled as a function of parameter estimates for historical and projected heating and cooling degree-days.  


To forecast peak demand, JEA has developed a nonlinear regression analysis that utilizes Statistical Analysis Software (SAS) and Excel software.  JEA develops a forecast of total peak demand, including interruptible and curtailable customers, and then subtracts these customers to derive an estimate of firm demand only.  The peak demand forecast is driven by temperature and time-series data.  The forecasting process involves the collection of historical hourly system load data and daily temperature data.  A nonlinear regression analysis is conducted to forecast the summer and winter peaks.  The forecast temperature used in the regression is the 20 year median of the seasonal extreme temperatures (summer 99° F and winter 24° F) wherein the winter seasonal extreme for a year is the lowest temperature during the months of December, January, and February, and the summer seasonal extreme is the highest temperature during the months of July, August, and September.

Q.
Please summarize the results of the forecast of NEL and peak demand.  

A.
The NEL is forecast to increase at an average annual growth rate of 2.2 percent during the 2007 through 2024 forecast period.  NEL is forecast to increase from 14,456 GWh in fiscal year 2007 to 20,851 GWh in fiscal year 2024.  These figures assume that FPU requirements are not part of JEA’s total NEL beginning January 1, 2008.  The results of the NEL forecast are summarized in Table C.3-5 of the TEC Need for Power Application, Exhibit ___ [TEC-1].  

During the forecast period, total summer peak demand is forecast to increase at an average annual growth rate of 1.9 percent overall.  The annual growth rate in summer interruptible peak demand is 1.5 percent, and the average annual increase in summer firm peak demand is 1.9 percent.  During the winter period, the total growth rate in winter peak demand is projected to increase at an average annual growth rate of 2.7 percent.  The average annual increase in winter interruptible peak demand is 1.5 percent, and the average annual increase in winter firm peak demand is 2.7 percent.  Total JEA peak demand in 2007 is projected to be 3,099 MW in the winter, compared to a summer total peak demand of 2,893 MW.  The 2024 total winter peak demand is projected to be 4,856 MW, compared to 3,957 MW during the summer period.  A similar pattern holds for the firm peak demand projections.  The firm winter peak demand is projected to increase from 2,924 MW in 2007 to 4,630 MW in 2024, and the firm summer peak demand is projected to increase from 2,716 MW in 2007 to 3,729 MW in 2024.    The results of the summer and winter peak demand forecasts are summarized in Table C.3-2 of the TEC Need for Power Application, Exhibit ___ [TEC-1].  
Q.
Historically, when has JEA experienced its peak demand?

A.
Since 1986, JEA has experienced its annual peak demand 14 times in the summer and 6 times in the winter.  However, recent historical peaks have occurred during the winter in 4 of the past 6 years.  As the forecast described above indicates, JEA’s season of system peak is transitioning from the summer to the winter, resulting in a divergence of these peaks.
Q.
Were low and high load and NEL forecasts developed?

A.
Yes.  Moderate (low) and extreme (high) load forecasts were developed.  The moderate case assumes a summer temperature of 93° F and a winter temperature of 30° F.  The extreme case assumes a summer temperature of 103° F and a winter temperature of 7° F.  In the low case, winter firm demand is forecast to increase from 2,461 MW in 2007 to 3,846 MW in 2024, while summer firm demand is forecast to increase from 2,572 MW in 2007 to 3,684 MW in 2024.  Similarly, the NEL for the low case is forecast to increase from 13,808 GWh in 2007 to 20,581 GWh in 2024.  In the high case, winter firm demand is forecast to increase from 3,462 MW in 2007 to 5,583 MW in 2024, while summer firm demand is forecast to increase from 2,778 MW in 2007 to 3,732 MW in 2024.  Similarly, the NEL for the high case is forecast to increase from 16,069 GWh in 2007 to 23,597 GWh in 2024.  Tables C.3-3 and C.3-6 of the TEC Need for Power Application, Exhibit ___ [TEC-1], show the high and low forecasts.
Q. In your opinion is the process used for developing the demand and energy forecasts reasonable for planning purposes?

A. Yes.  The process used in developing the demand and energy forecasts is appropriate for planning purposes.
Q.
How does JEA determine its reserve requirements?

A.
JEA determines its reserve requirements by comparing net system capacity and system peak demand plus reserves for the summer and winter peaks.  JEA adheres to a minimum 15 percent reserve margin in both the summer and winter seasons.  The planning reserve margin covers uncertainties in extreme weather, forced outages for generators, and uncertainty in load forecasts.  JEA plans to maintain the 15 percent reserve margin only for firm load obligations.  Interruptible load and curtailable load are not considered in setting the 15 percent reserve margin.  
Q.
When does JEA forecast a need for capacity?

A.
The projected reserve requirements for the winter base case and the summer base case (based on JEA’s currently available capacity resources) are presented in Tables C.4-1 and C.4-2, respectively, of the TEC Center Need for Power Application, Exhibit ___ [TEC-1].  The tables show that JEA’s capacity will fall below its required 15 percent reserve margin in the winter of 2011/12.  At this time, JEA’s reserve margin is projected to fall to 13.0 percent, 67 MW short of the 15 percent required reserves.  The deficit continues to increase in the winter of 2012/13, when the margin is projected to be 9.7 percent, 182 MW short of the 15 percent required reserve margin.  

Q.
Are there any advantages that the installation of TEC will have on fuel diversity?

A.
Yes.  JEA’s resource plan calls for continuing its well balanced and diversified mix of fuels with a combination of gas fired, simple cycle CTs as well as TEC.  TEC will provide an increase in fuel diversity for JEA’s system and Florida as a whole.  The project will have the ability to source solid fuels from both domestic and international coal producing regions, including the Powder River Basin (PRB), Central Appalachia, Latin America, and other regions, as well as petroleum coke (petcoke) from the Gulf Coast region and the Caribbean.  Historically, the regions from which these coals and petroleum coke will be sourced have experienced less fluctuation in price and generally have had lower commodity prices than oil or natural gas on a $/MBtu basis.

As a result, TEC will not only provide additional solid fuel capacity for JEA and Florida, but it will also provide further fuel diversification through the capability to source coal and petcoke from numerous different regions, which will help mitigate exposure to high natural gas and fuel oil prices.  The low cost energy from TEC will be beneficial for JEA and Florida in meeting baseload requirements.
Q.
Are there any advantages that the installation of TEC will have on fuel reliability?
A.
Yes.  The addition of solid-fueled generation increases the reliability of JEA’s fuel supply.  A coal and petcoke inventory for up to approximately 90 days of operation can be stored onsite, reducing the potential supply disruptions associated with natural gas like those resulting from hurricanes in the Gulf Coast.  Furthermore, the ability to store up to approximately 90 days of fuel mitigates potential transportation disruption.

Q.
Are there any advantages that the installation of TEC will have on the stability of JEA electric rates?
A.
Yes.  TEC will help to satisfy the need for low cost, baseload energy within JEA’s service territory and the State of Florida as a whole.  Additional low cost, baseload energy from TEC will help to limit electric rate increases for consumers and businesses.  In May 2010, JEA’s 207 MW purchase agreement with Southern Company expires, leaving JEA with a void in baseload capacity and potentially more dependency on natural gas.  TEC will maintain JEA’s capacity at approximately 50 percent solid fuel and 50 percent gas and fuel oil, with the ability to produce 70 to 80 percent of the system energy requirements from either fuel type.  Electric rate stability will be beneficial for long-term planning and should also help facilitate more stable growth within the economy.  In addition, when low cost baseload energy from TEC is available in conjunction with cost-effective DSM measures and biomass, or other renewable energy when available to JEA, even greater benefits to rate stability may be achieved.  

Q.
Will the economic advantages of TEC end after 2035?

A.
No.  Although economic evaluations have been conducted through 2035 for this TEC Need for Power Application, Exhibit ___ [TEC-1], TEC will be designed for, and is expected to have, a service life significantly greater than the 23 years of operation captured by the analysis period.  The benefits of TEC’s expected actual service life of 35 to 50 or more years have not been captured in the economic analysis, but are expected to be realized by JEA and the other Participants.  Therefore, the total cost savings and benefits of TEC are likely understated in the economic analysis.  In addition, JEA’s current 2006 generation expansion plan has identified a need for additional baseload generating capacity after the commercial operation of TEC. 
Q.
Are there any advantages that the installation of TEC will have on geographic diversity?

A.
Yes.  For JEA, the other participating utilities, and the State of Florida as a whole, TEC will provide geographic diversity because it will be constructed on a greenfield site.  The greenfield site provides JEA with additional baseload generation without increasing the concentration of its generation resources at one location or within its service territory.  JEA currently has approximately two thirds of its generating resources located at two adjacent sites (Northside and SJRPP).  This diversity should increase the reliability and availability of generating resources, particularly in the event of a local natural disaster affecting forced outages at the adjacent Northside and SJRPP sites.
Q.
Are there other important factors that JEA considered in its decision to participate in TEC?

A.
Yes.  As discussed in the testimony of Paul Hoornaert, TEC will utilize proven supercritical technology and include the Best Available Control Technology to minimize plant emissions.  It was important to JEA that TEC utilize proven and reliable technology and also minimize impacts on the environment.  TEC also provides favorable economies of scale, with sharing of risk associated with owning and operating a large project.    
Q.
How does JEA intend to finance the construction of TEC?

A.
JEA typically finances large generation capital projects using fixed and floating rate subordinate long-term debt.  Up to a maximum of 30 percent of the debt may be floating rate.  During the preliminary design, engineering, and permitting, JEA may use internal funds from operations or from prior issuances to fund early project costs.  As the initial development concludes and construction commences, JEA may initiate various series of revenue bond issuances for long-term financing with terms of up to 30 years.  For large projects, JEA may issue bonds every 1 to 2 years to cover expected construction related capital costs over these periods.  By having multiple issuances, JEA will limit the amount of interest incurred during the construction of the plant.  In addition, JEA may pool the financing for TEC with other smaller capital addition costs that may be required concurrent with TEC.  JEA’s senior electric system debt has very favorable ratings of AA- from S&P, Aa2 from Moody’s Investor Services, and AA- from Fitch.  To protect against fluctuations in the interest rate, JEA may use interest rate swap contracts to take advantage of favorable market conditions and caps to limit the risk associated with variable rate debt.
Q.
In your opinion will JEA be able to obtain the financing for the construction of TEC?

A.
Yes.  Based on the project’s favorable economics and JEA’s excellent credit rating, JEA will be able to issue debt to cover its share of the project cost.
Q.
In your opinion is the economic analysis performed and represented by Black & Veatch consistent with JEA’s analysis?

A.
Yes.  The results of the economic analyses performed for JEA by Black & Veatch and presented in the Need for Power Application (Exhibit ___ [TEC-1]) are consistent with JEA’s own Integrated Resource Plan. 
Q.
Does this complete your testimony?

A.
Yes. 
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Donald (Don) Gilbert, Manager, Electric System Planning

JEA
Qualifications and Experience:

Mr. Gilbert has over 28 years experience in the electric utility business including four years in Georgia Power Company's Corporate Planning, three years in JEA's Corporate Planning (transmission & generation planning), and 20 years in JEA's system operations. Don has held chair positions of the Florida Coordinating Group (FRCC) Telecommunication committee, Florida/Southern Inter-utility data exchange working group, and the technical subcommittee responsible for the implementation of the Automated Interchange Matching System.  Don served on JEA’s management team as a System Operation Control Systems manager from April 1998 until October 2001. Since June 2005, Don has been the Manager of JEA’s Electric System Planning area responsible for Generation, Transmission, and Distribution planning activities. Since 1985, Don has been licensed to practice as a Professional Engineer in the state of Florida.
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