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FLORIDA POWER CORPORATION 

DOCKl:T NO. 960001 -EI 

Re: Fuel Coat Recovery and 
Capacity Coat Recovery 

Final True-up Amounu for 
October 1994 through March 1996 

DIRECT TESTIMONY OF 
DAVID P. DEVEllE 

a. Please state your nama and bualneN eddreN. 

2 A. My name is David P. Develle. My business address Is P. 0 . Box 14042. 

3 St. Petersburg, Flonda 33733. 

5 0 . By whom are you employed and In what capacity? 

6 A. I am employed by Florida Power Corporation as Director, Rogulotorv 

7 Accounting. 

8 

9 a. Would you please describe your educational background :2nd w ork 

10 experience? 

11 A. I graduated from tho University of South Aoridaln 1975 with a Bachelor's 

12 Dogreo in Business Administration, majoring In Account.lng. In 1989. I 

13 graduated frCJm tho University of Tampa with a Moster's Dogroo an 

14 Bus1noss AdmtnlstrotJon. I began my employment with Aonde Power tn 

1 & 1975. In addition to various staff accounting positions wi thin tho 

16 Cc>ntrollors dopanmont, I have hold tho following aupervisory posi tions: 

1 7 Mc1nagor of Accounting Research and Analysla, Manager of Regulatory 

18 Accounttng and Fina .. cial Reponing. and Director of Regulatory 



Accounting. My rosponsibllltles in these positions included maintenance 

2 of the general records of the Company, fuel accounting, plant and 

3 depreciation accounting, financial and regulatory reporting, and 

4 preparotion and/or coordination of ell accounting schedules required in tho 

5 Company's base rate proceedings before the Florida Public Service 

6 Commission (FPSC) and the Federal Energy Regulatory Commission 

7 (FERCl. I have attended e variety of courses on management and finance 

8 sponsored by the Company, the Edison Electric Institute and others. In 

9 addition, I currently serve on the Accounting Standards Committee of the 

1 o Edison Electric Institute. 

1 1 

12 a. What is the purpose of your testimony? 

13 A. The purpose of my testimony is to describe the Company's Fuel Cost 

14 Recovery Clause final true-up amount for the period of October 1 994 

15 through Morch t996. and the Company's Capacity Cost Recovery Clause 

16 final true-up amount for the same period. 

17 

18 a. Have you prepared exhibits tt~ your testimony? 

19 A. Yes, I have pro pared o three-page true-up variance analysis wh1ch 

20 examines tho difference between the estimated fuel true-up and the actual 

21 period-end fuel true-up. Thi& variance analysis Is attached to my prepared 

22 testimony and designated exhibit (OP0-1 ). Also attached to my prepared 

23 test1mony and designated exhibit (OP0-2) are the Capacity Cost Recovery 

24 Clause true-up calculations for tho October 1994 through March 1995 

25 period. Also. I will sponsor the applicable Schedules A 1 through A 12 for 

. 2 . 



the month of March 1995 (period-to-date), which have boon prov1ously 

2 f1led with tho Commission and aro also attached to my prepared testimony 

3 for case of reference and designated as exhibit IDPD-31. 

4 

5 a. What is the source of the data which you will present bv way of 

6 testimony or exhibits In this proceeding? 

7 A. Unless otherwise indicated, the actual data Is taken from the books and 

8 records of the Company. Tho books and records are kept In tho regular 

9 course of business 1n accordance with generally accepted account~ng 

10 pnnC'iplos and practices, and provisions of the Uniform Systam of 

11 Accounts as prescribed by thi'l Commission. 

12 

13 

14 

FUEL COST RECOVERY 

15 a. What is the Company' a jurisdictional endbog balance a& of March 31. 

16 1995 for fuel cost recovery? 

l7 A. The actual ending balance as of March 31, 1995 for truo up purposes 1s 

18 an over-recovery of 88,270,062. 

19 

20 a How does this amount compare to the Company'a eatlmeted ending 

21 balance to be Included In the AprU through September 1995 period? 

22 A. Whon the estimated over-recovery of$ 10,291,176 t o be refunded dur~ng 

:!3 tho ponod of April through September 1995 Is taken Into accoun1 , tno 

24 f~nal true-up ending balance attributable to tho six month ponod ended 

:n, March 1995 period is on under recovery of $2,021 , 1 24 • 

. 3 . 



----------------· 
a. Please explain the componanta ahown on exhibit (DPD-1 I. Shoot 2 of 3 2 which produced the t22.5 mUllon faVOI'Iblt syltam variance from tho 3 projected colt of fuel and net purchased power transactions. 4 A . Sheet 2 of 3 of my exhibit (DPD-1) shows an analysis of the system 5 variance for each energy source in terms of three lnt.errelated componon t;;: 6 ( 11 changes 1n the amount (Mwh'sl of anergy required; !21 changes m the 7 hoat rato, or efficiency, of generated energy (BTU's per Kwh); and (31 8 changes in the unit prjce of either fuel consumed for generation ($ per 9 m1lhon BTU) or energy purchases and sales (cents per Kwh). 10 

11 a . What effect did these components have on the syltem fuel11nd not power 12 variance for the true-up period? 
13 A. As can bo soon from Shoot 2 of 3, variances In the amount of MWH 14 re~u1romonts from each energy source (column Bl combined to produce 15 a cost decrease of $10.5 rntllion. I will discuss this component o1 tho 16 vanance analySIS tn greater detail below. 

17 

18 Tho heat rato vanance for ea.:h source of generated energy (column CJ 19 produced a not cost mcreaso of 82.4 million. Higher than antici;lated hoat 20 rates for oil gonoraung un1ts were the largest component of the cost 21 vaoance On tl>o Company'£ Schedule A3, exhibit (0PD·3), all BTU's for 22 hght 011 are 1ncludod 10 tho light oil heat r~te computation. However since 23 no Kwh generation •s associated wit ... light oil consumed at steam plants. 24 the resufung heat rate shown on A3 is distorted. In order to compute tho 

. 5 . 
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12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

a. 

A. 

true heat rate variance, light oil consumed at steam units Is shown 

separately on lin a 23 of Sheet 2 of 3 of exhibit (OPO· 1 ). 

A cost decrease of $14.4 million resulted from the price variance 

(column 0). which was caused by a number of factors detailed on lines 1 

through 25 of Sheet 2 of 3, of exhibit(OP0-1). The most significant 

factors contributing to the favorable variance were a lower cost per 

mmbtu for coal and reduced energy payments to OF's partially offset by 

reduced prices for economy sales and supplemental sales. 

Pleesa explain the analyai:J shown on Sheet 3 of 3 of yc.ur exhibit IOPO· 1 l 

The analysis on Sheet 3 of 3 anempts to Identify the effect that 

generation mix has on total net system fuel and purchased power cos1. 

Although this interrelationship is generally understood to exist, it is not 

readily apparent from the individual variances contained in the FPSC ·A· 

Schedules or in the analysis presented on Sheet 2 of 3. Fo1 example, an 

increase In the Mwh requirements of nuclear generation shows up on 

Schedule A3 and on Sheet 2 of my exhibit as a cost increase of $. 5 

milhon. While this may bo correct in Isolation, the true effect of Increased 

nuclear generation is obviously a corresponding decrease in the MWH 

requirements of a number of other more costly energy sources, primarily 

coal and light oil. The result is a lower net system cost of $1 .4 million 

oven tf total system MWH requirements remain unchanged. 

. 6 
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Q. 

A. 

In addition to the effect of variances in generation mix, t')is analysis also 

anempts to identify the independent effect of the ruu varrance •n total 

system Mwh requirements from ali energy sources combined (internal and 

external). In this true-up period, for ex11mple, tota! system reqUirements 

were lower than the original forecast by 420,000 MWH. This would have 

led to lower net costs of $7.6 million even If the mix of generation had 

not changed, since the lower system load decreases coal gonorauon at a 

cost above the system average. 

Please explain how this analyala wu performed. 

The analysis on Sheet 3 of 3 is made in two steps. The first, capuoned 

"MWH RECONCILIATION," allocates the MWH variances for tho Individual 

energy sources shown In column B among the primary causal variances 

in columns C through H. Since the causal variances ldonllliod m this 

analysis :ue not all Inclusive, the amount of any residual over· or under 

allocation is shown in column I, •unallocated Variances.· Tho second 

step, captioned "COST RECONCILIATION." assigns a dollar value to tho 

MWH variances identified In step 1. This is done by :Jiiocating tho cost 

variances identified In column B of Sheet 2 for each energy source (and 

shown again in column B of Shoot 3) among tho causal variances based 

on the MWH'<> allocated to each in step 1. As mentioned above. tho 

allocation of individual MWH and cost variances to tho various causes of 

those vanances is not intendoa to be all inclusive or precise. it IS Intended 

to be a representative approximation of the excoodinglf complex cause 

• 7 . 



and effect relationship existing among the Individual and total MWH 

2 variances and their related cost variances. 

3 

4 a. What were the major contributors to the • 10.6 mHIIon cost decrease 

5 associated with the variance In MWH requirements? 

6 A. Lower than expected system requirements durinc the period accounted for 

7 $7.6 million of the favorable variance and tho continued high capacity 

8 factor at Crystal River Unit No. 3 accounted for $1.4 million of tho 

9 favorable variance. 

10 

1 1 a. Has Florida Power confirmed the validity of using the " ahort cut" method 

12 

13 

14 

15 

16 

17 

18 

19 

20 

2 ' 

22 

23 

2 <1 

A. 

of determining the equity C{)mponent of EFC'a capital structure for 

calendar year 1 994? 

Yos. Florida Power's Audit Services department has reviewed tho analysas 

per formed by Electric Fuol.- Corporation (EFC). The reven••f3 requirements 

under a full utility-type regulatory treatment methodology using the actual 

woightod average cost of debt and equity requlrad to support Floradil 

Power business w as compared to revenues billed using eqUity based on 

55% of net long term assets (short cut method) . The l!nalysls showed 

that for 1994, the short cut method resulted In revenues of 

$250,387,419 which were $126,620 or .051% lower than revenues 

under the full utility-typo reoulatory treatment methodology. Florada 

Power continues to believe that this analysis confi rms tho appropriatonol.s 

of tho short cut method. 

- 8 -



CAPACITY COST RECOVERY 

2 

3 a. What is the Company'• jurledlctlonal ending balence 11 of March 31. 

4 1995 for capacity coat recovery? 

6 A. Tho actual ending balance as of March 31, 1996 for true-up purposes Is 

6 an under-recovery of $4,061,575. 

7 

8 a. How does this amount compare to the Company's estimated endrng 

9 balance to be included In the April through September 1995 period? 

10 A. Whon the estimated under-recovery of $3,672,022 to bo recovered durrng 

11 tho poriod of April through September 1996 is takon rnto account, tho 

12 final true-up ending balance attributable to tho six month period ended 

13 March 1995 period Is an under-recovery of $489,653. 

1 4 

15 a . Is this trud·up calculation conalatent with the true·up methodology used 

16 for the other cost recovery clauMa7 

17 A. Yes it rs. The calculation of tho final net true-up amount follows the 

18 procedures established oy this Commission as set forth on FPSC SchoJulo 

19 A2 "Calculation of True-Up and Interest Provision" for tho Fuel Cost 

20 Recovery Clause. 

2 1 

22 a . What factors contributed t o tho actual perfod-end under-recovery of $4.1 

23 million? 

24 P. Exhibit (DPD·2l. sheet 1 of 3, entitled "Capacity Cost Rocovory /Summary 

n, of Actual True Up Amount", compares the summary rtom:. from shoot 2 

. 9 • 



of 3 to the original forecast for the period. As can be seen from sheet 1. 

2 actual jurisdictional capacity cost revenues were $1.1 million lower than 

3 forecast due to lower re&idential Kwh sales during the period. 

4 Jurisdictional capacity costs were $3.1 million higher than forecast . Tho 

5 major factor contributing to this variance was higher than forecast 

6 payments to Orlando Cogan. 

7 

a a. Does this conclude your t88tlmonyi' 

9 A. Yes. it does. 

• 10 • 
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EXHIBITS TO THE TESTIMONY OF 
DAVID P. DEVELLE 

Final True-Up Amount 
October 1994 through March 1996 

CALCULATION OF TRUE-UP (OP0-2) 



I 

Uno 
No 

I 
Doscrl~--

FLORIDA POWER CORPORATION 
Capacity Coal Ro,overy Clauao 

Summary ol Actual True- Up Amounl 
October 1994 through March 199!> 

(In Dollars) 

Actull 

:> Jurlsdlcllonol 
3 Capoctty Cost Recovery Aevenuos 
4 Sheet 2 ol a. Column G, Line 30 
5 
G Capaclly Cost Recovery Expenses 
I Sheot2 or 3. Column G, Uno 3!> 
8 
9 Plust(M•nus)lntorost Prows•on 

tO Shoot 2 ol 3 Column G Lmo ~0 
t t 
17 
13 Sui.> 1 o tut C..Hona f'IHIUd Ovor/(Unr;Jor) Aeco-ory 
1~ 

15 
16 Poor Pouocl Truo-up- April t/1rough 
17 Saptomb<lr 1094 - Ovor/(Undor) Rocovary 
18 Shoot 2 or J . Coiumn G. Ltno -42 
19 
20 Puor PeriOd True-up (Aolundod)/Celleclod 
21 Stteol2 or 3, Column G, Uno 43 
22 
23 
24 Actual True Up en cling Dalence Over/(1Jnder) recovery 
25 ror ano por.od Oclot:>or 1094 uuough MilCh 1095 
26 ShOO! 2 of 3 Column G Lrno 4!> 

flogulnlory Accounhng 
C:\OPD_L3\FTRUP _M D Wl<3 

$86.297,370 

90,5t9,977 

161,().32 

($4.061.575) 

6.943.182 

!6.9o43.182} 

,~,061 ,5751 

Orlglnal 
E.utnllla 

$87,428,661 

87.429,661 

0 

$0 

4,!§52.1121 

!4.~9211 

!:2 

05/10/85 

Florida Power C01porauou 
Oocktl No. 850001 -EI 
Wltn ... : Oovello 
EXhlbll No. __ (OP0-2) 
8heol I ot 3 

Var1anC11 

($1 ,t32,101) 

3,090,416 

161.032 

(~.061,576) 

2.390.261 

!2.390,261) 

,~.06 1.~75~ 
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EXHIBITS TO THE TESTIMONY OF 
DAVID P. DEVELLE 

Final True-Up Amount 
October 1994 through March 1995 

SCHEDULES A 1 through A 12 (OPD-3 ) 
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. .. .a. Q'J'.J ! ' !);' 

I 

' J 
4 
~ 
6 
7 
a 

FL! ... COS' OJ ~tSHM 

N[t G(NEIUT\ON , ~ 1 
H[.l\o'Y O I L 
LIC>H OIL 
COAt. 
GAS 
rAJti.EAI: 
OTH£11 
OTH(R 
TOTAL CU 

-

SYSTEM NET C(N(II&TI ON ( MWH) 
9 HEAVY Oi l 
10 liCI!iT OIL 
11 COAL 
12 CAS 
tl M.ICLUII 
14 OTK£11 
1$ OTHER 
16 TOTJ&l (tor.Ml 

UNilS OF FU£L BURNED 
17 HEAVY Oil (BBll 
18 LICHT OIL (88l) 
19 COAL (TON) 
20 GAS ( MCF I 
21 tiUCU&R (foiM BIV) 
22 OTHfll (TONS! 
23 OIH(II (88\.l 

BIUS BURNED ( Mi l liON BlUI 
24 HEAVY Oil 
25 LICI!iT Oi l 
26 COAL 
27 GAS 
28 NUCLE AR 
29 OlH£11 
30 Olltfll 
Jt TOTAl (MilliON B!UI 

G£N£R .& lION Mt :a. (,. N,• HJ 
31 H( .t.YY OIL 
13 liCHl OIL 
3 4 CO>Il 
35 o•s 
36 MJC1.EAQ 
37 OH<.EA 
38 OTHEO 
39 IO' .&L 1':1.) 

--
OCT - W.t.Q . HJ'l5; 

C(N[Q.\ff •.c S'tSI['f CCWPAI:Uf I\'( DAT A 8t FUEL · ,;.( 
"lOR t O.t. P=t~~ l Q C0;1PQSU t J OtJ 

ACfUAl 

21,39.& 611 
6.0?2. 103 

tOS. 186,694 
6 .336.200 

14 . 4 16.383 
0 
0 

159 ,48b ,O:l7 

1.138.375 
75. 196 

5.8&9 . 271 
275.579 

3. 281.676 
0 
0 

tO. 660. 103 

1,828.115 
256 , 884 

2,232.830 
3,0?1,892 

33,933.310 
0 
0 

n .7 J1 . .. 54 
'· !>0~.392 

!.5.830.618 
3.179.352 

33,933,310 
0 
0 

106, 180, 126 

tO 7 
0 1 

55.2 
2 6 

30 8 
0 0 
00 

tOO 0 

£!., :wA~[O 

•• 812 , 821 
\ 0 \31 :')l 

126.866 354 
3 .701 .469 

12,&83 .006 
Ci 
0 

172.200.853 

805,961 
184 ,706 

6,851. 554 
tU,471 

3 , 170.662 
0 
0 

tt, \30,35• 

1,283.415 
399,576 

2,5U,545 
I, 198,409 

33.376,335 
0 
0 

a.oa5 ,S17 
2,317,538 

64,!12.198 
' .19ft, .&09 

33 376.33!1 
0 
0 

109,!49 ,997 

7 I 
I 5 

61 6 
I 2 

~8 6 
0 0 
o.o 

tOO 0 

5Cot[0Ul f A J (3) 

O!HfRf .'.:[ 

AMOUNI 

e. 581. 79!> 
• 039.059 

· 21.679,660 
2 .G28,73t 
'· 793 .371 

0 
0 

·•2.11• .a16 

332. •u 
· 89,510 

·962.217 
147. 104 
102.014 

0 
0 

· • 7o.25T 

544, 700 
•142,692 
·351 ,915 

1,893,483 
556 ,975 

0 
c 

3,6•5.931 
· 8 12 . 14 6 

·9.04 1,580 
1,980.943 

556,975 
0 
c 

·3.669 ,87 1 

3 6 
-o .e 
·6 . ~ 

I 4 
2 2 
00 
00 
0 0 

'\ 

•s G 
·39 9 
~ n . ' 
70 . 'J 
u . t 
0 0 
0 0 

·7 4 

4, . l 
· 5• . 3 
· 1•.0 
114.5 

3 . 2 
0 0 
o.o 

• 4 ,2 

42 . 4 
·35.7 
·11 6 
158 0 

I I 
00 
00 

45 I 

lS 0 
·13,9 
165.3 

I 7 
00 
0.0 

·3 3 

so 1 
· 53 J 
· 10. 
~ 16 1 

1 1 
00 
00 
0 0 
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41 CAS ( S/ IICF) 
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FUEL C0$1 PER MILLION BTU ($/ MILLION BTU) 
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~8 OTHER 
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