0 Flonda Power & Light Company. P 0 Box 029100 Miami, FL 33102-9100

EPL

AIRBORNE EXPRESS

March 14, 1994

Mr. Steve Tribble, Director
Division of Records and Reporting
Florida Public Service Commission
101 East Gaines Street

Fletcher Building

Tallahassee, Florida 32399-0850

Re: Docket MNo. 240001~E

-

Dear Mr. Tribble:

Enclosed for filing with the Commission in Docket No. 940001-EI are
the following:

FPL’s Reguest for Confidential Classification. Fifteen copies
of FP]”* Regquest For Confidential ’Ls;uiL.-ation of Certain
Information Reported on the Commissicon’s Form 423-1(a) with
Attachments B, €, D and E are enclosed. The original Request

for Confidential Classification of Certain Information
Reported on the Commission’s Form 423-1(a) with Attachments A,
B, C. D and E i=s enclosed. Please ncte that Attachment A is

an uned;t‘ Form §23-1(a) and therefore needs ¢o be treated as

If you have any guestions regarding this transmittal or the
information filed her&with, you may contact me at (205) 552-2724.
Sincerely,
>y
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Steven H. Feldman
Attorney
SHF : s}
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BEFORE THE

PUBLIC SERVICE COMMISSION

In re: Fuel and Purchased Power
Cost Recovery Clause and Generating

Docket No. 940001-FEI
Performance Incenti
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=
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REQUEST FOR CONFIDENTIAL
CLASSIFICATION OF CERTAIN INFORMATION
REPCRTED ON THE COMMISSION’S FORM 423-1(a)

Pursuant to §366.093, F.S. and Florida Administrative Code

Rule 25-22.006, Florida Power & Light Company ("FPL") reguests that
the Flcrida Public Service Commission ("Commission") classify as

confidential information certain information reported on FPL’s

393 423-i{a) Fuel Report as delineated below. In support

o FPL seeks classification of the below
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information as proprietary confidential business informatieon

pursuant to §366.093, ¥.S. In pertinent part, §366.093, F.S.

provides:

{1) * * * Upon request of the public ut
+ any records received bv the cp _d :
re shown and found by the nmmm;s?ion Lo

ik 1al business information shall
tial and shall be exempt frnm s. 119.07(1

roprietary confidential business

information includes, but is not limited to:

{3) Information concerning bids o1
contractual data, the disclosure of which would
the efforts of the publiic utility or its affiliat
contract for

gocds or services on favorable terms.




Attachment B) An edited copy of FPL’s December, 1993 Form 423-
1(a) with the information for which FPL seeks
confidential classification edited out. This
document may be made public.

Attachment C) This document is a 1line by 1line justification
matrix identifying each item on FPL’s Form 423-1(a)
for which confidential classification is sought,
along with a written explanation demonstrating that
the information is: (1) contractual data, that (2)
the disclosure of which would impair the efforts of
the utility to contract for goods or services on
favorable terms.

Attachment D) The affidavit of Dr. Pamela Cameron. Dr. Cameron’s
affidavit was previously filed with FPL’s original
Request For Confidential Classification Of Certain
Informatjon Reported On The Commission’s Form 423-
l1(a) on March 5, 1987, in this docket. It is
refiled with this request for the convenience of

the Commission. Attachment E updates Dr. Cameron’s
affidavit.

Attachment E) The affidavit of Eugene Ungar.

5. Paragraph 3 identifies the two prongs of §366.093(3) (d),
F.S., which FPL must establish to prevail in its request for
confidential classification of the information identified by
attachments A and C. Those two p:rongs are conclusively established
by the facts presented in the affidavits attached hereto as
Attachments D and E. First, the 1identified information is
contractual data. Second, disclosure of the information is
reasonably likely to impair FPL’s ability to contract for goods and

services, as discussed in Attachments C, D and E.

6. FPL seeks confidential classification of the per barrel
invoice price of No. 2 and No. 6 fuel, and related information, the
per barrel terminaling and transportation charges, and the per

3




parrel petroleum inspection charges delineated on FPL’s Form 423~
1(a) Fuel Report as more specifically identified by Attachments A

and C.

7. The confidential nature of the No. 6 fuel oil information
FPL seeks to protect is easily denonstrated - once one understands
the nature of the market in which FPL as a buyer must cperate. The
market is No. 6 fuel oil in the Southeastern United States and that

market is an oligopolistic market. ee Camerocn _angd _Ungar

affidavits. In order to achieve the best contractual prices and
terms in an oligopolistic market, a buyer must not disclose price
concessions provided by any given supplier. Due to its presence in
the market for No. 6 fuel oil, FPL is a buyer that is reasonably
likely to obtain prices and terms not available to cther buyers.
Therefore, disclosure of such prices and terms by a buyer, like FPL

in an oligopolistic market, such as No. 6 fuel oil, is reasonably
likely to increase the price at which FPL can contract for No. 6

fuel oil in the future. See th ffidavits of Camercn and Ungar.

8. The economic principles discussed in paragraph 6 and Dr.
cameron’s affidavit are equally applicable to FPL'S centractual

data relating to terminaling and transportation

petroleum inspection services a2s described in E. Ungar’s affidavit.

9. The Commission need only make Iwo findings to grant

confidential classification to the MNo. 6 fuel

gil information




identified as confidential in Attachments C and D, to wit:
(a) That the No. 6 fuel o0il data identified is contractual
data.

(b} That FPL’s ability to procure No, & fuel oil, terminaling
and transpcrtation services, and petroleum inspection
services is reasonably likely to be impaired by the
disclosure of the informaticn identified because:

it
ti

(1) The markets in which FPL, buyer, must procure
g -

a a

No. § fuel oil, terminhaling and transportation
services, and fuel inspection services are
oligopolistic; and

(ii) Pursuant to economic theory, a substantial buyer in
an oligopolistic nmarket can ocbtain price
concessions not available to other buyvers, the
disclosure of which would &nd such concessions,
resulting in higher prices tc that purchaser.

10. The confidential nature of the No. 2 fuel oil

information, identified in Attachments A and C as confidential
information, is inherent in the bidding process used to pracure No.
2 fuel oil. Without confidential classification of the price FPL

pays for No. 2 fuel oi

()

, FPL is reasonably likely to experience a

narrowing of the bids offering No. 2 fuel oil. The range of bids

is expected to converge on the last reported public price, thereby

cr

eliminating the prokability that one supplier will substantially

underbid the other suppiiers based upon that

k upon that supplier’s own
economic situation. See Ungar affidavit. Consequent] T
is reasonably likely to impair FPL’s ability to negotiate future

No. 2 fuel o0il contracts.




11. FPL regquests that the Commission make the following
findings with respect to the No. 2 fuel oil information identified
in attachments A and C:

a. That the No. 2 fuel il data identified is

contractual data; and

b. That FPL’s abllity to procure Neo. 2 fuel oll 1s
reaser")ly likely tc be impaired by the disclosure
of the information identified because:

(1) the bidding process through Whlch FPL obtains
No. 2 fuel oil is not reasonably expected to
provide the lowest bids possible ii disclosure
of the last winning bid is, in effect, made
publlc through disclosure of FPL‘s Form 423-

(1}.

12. Additionally, FPL believes the importance of this data to
the suppliers in the fuel market is potently demonstrated by the
blossoming of publications which provide utility reported fuel data
from FERC Form 423. The disclosure of the information sought to be
protected herein will no doubt create a cottage industry of desktop
publishers ready to serve the markets herein identified.

13. FPL requests thatr the information for which FPL seeks

confidential classification not be declassified until the dates

specified in Attachment C. The time periods reguested are
necessary to allow FPL to utilize its market presence 1n

negotiating future contracts.

J
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he identified
date of declassification would impair FPL’s ability to negotiate
future contracts.

14. The material identified as confidential

attachments A and C is intended to be and is treated by FPL as
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private, and has not otherwise been publicly disclosed to the best

of FPL’s knowledge and belierf.

WHEREFORE, FPL respectfully requests that the Commission

classifv as confidential information the informatign jdeptified ip

attachments A and C which appears on FPL‘s unedited FOIm 42Z3-1(=) -

Respectfully submlrted,

Date: March 14, 1994 Ay
755 £ . .\—.‘/‘—‘-"— P (
Ssfeven H. Feldman . | ,ﬁ*’?
Attorney

Florida Power & Light Company
P. 0. Box 023100

Miami. Florida 33102-91C0
(305) 552-2724
Florida Bar No. 08691

NobFuel .Dec
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ATTACHMENT C

Docket No. 940001-El

March, 1994

Justification for Confidentiality for December, 1993 Report:

FORM LINE(S) COLUMN RATIONALE
423-1(a) 8 - 36 H (1)
423-1(a) 8 - 36 I (2)
423-1(a) 8 - 36 J (2), (3)
423-1(a) 8- 36 K (2)
423-1(a) 8 -36 L (2)
423-1(a) 8 -36 M (2), (4)
423-1(a) 8 - 36 N (2), (5)
423-1(a) 8 -36 P (6), (7)
423-1(a) 8 -36 Q (6). (7)
423-1(a) 1-7 H LK LNR (8)

-------------------------------------------------------------------- Rationale for confidentiality:

(1) This information is coniractual information which, if made public, "would impair the
eflforts of {FPL} to contract for goods or services on favorabie terms™ Section
366.083 (3) (d), F.€. The information delineates the price FPL has paid for No

6 fuel cil.ver barrel 'or specific shipments from specific suppiiers. This information

would allow suppliers to compare an individual suppiier's price with the market
quote for th ar ate of delivery and thereby determine the contract pricing%ormula
between FPL and that Ssuppiier.

o

l:lf-'

I.'|I

Contract pricing formulas generaily contain two components, which are: (1) a
markup in the market quoted prica for that day and (2) a transporiation charge for
delivery at an FPL chosei port of delivery. Discounts and quality adjustment
components of fuel price contract formulas are discussed iny2aragraphs 3 and 4

¥ RESRRRETT s < L T



(2)

(3)

(4)

()

(6)

Disclosure of the invoice price would allow suppliers to determine the contract
price formula of their competitors, The knowledge of each others' prices (i1.e
contract formulas) among No. 6 fuel oil suppliers is reasonably likely to cause the
suppliers to converge on a target prce, or follow a price leader, effectively
eliminating any opportunity for a major buyer, like FPL, to use its market presence
to gain price concessions from any one supplier. The end result is reasonably
likely to be increased No. 6 fuel oil prices and therefore increased electnc rates
Please see Dr. Cameron's affidavit fled with FPL's Request for Confidential
Classification which discusses the pricing tendencies of an oligopolistic market and
the factual circumstances which identify the No 6 fuel oil market as an oligopolistic
market in the Southeastern United States. As Dr. Cameron's affidavit discusses,
price concessions in an oligopolistic market will only be available when such
concessions are kept confidential Once the other suppliers learn of the price
concession, the conceding supplier will be forced, due to the oligopolistic nature
of the market, to withdraw from future concessions. Consequently, disclosure of
the invoice price of No. 6 fuel oil paid by FPL to specific fuel suppliers is

reasonably likely to impair FPL's ability to negotiate price concessions in future No
6 fuel oil contracts

The contract data found in Columns | through N are an algebraic function of
column H. That is, the publication of these columns together, or independently,
could allow a supplier to derive the invoice price of oil

Some FPL fuel contracts provide for an early payment incentive in the form of a
discount reduction in the invoice price The existence and amount of such

discount is confidential for the reasons stated in paragraph (1) relative to price
concessions

For fuel that does not meet centract requirements, FPL may reject the shipment,
or accept the shipment and apply a quality adjustment. This is, in effect, a pricing
term which is as important as the price itself and is therefore confidential for the
reasons stated in paragraph (1) relative to price concessions

This column 1s as important as H from a confidentiality standpoint because of the
relatively few times that there are quality or discount adjustments. That is, column
N will equal column H mos! of the time. Consequently, it needs to be protected
for the same reasons as set forth in paragraph (1)

This column s used to mask the delivered price of fuel such that the invoice or
effective price of fuel cannot be determined. Columns P and Q are algebraic
variables of column R. Consequently, disclosure of these columns would allow a
supplier to calculate the invoice or effective purchase price of oil (columns H and
N) by subtracting thesa columnar variables from column R




(7)

Terminaling and transportation services in Florida tend to have the same, if not
more severe, oligopolistic attributes of fuel oil suppliers. In 1987, FPL was only
able to find eight qualified parties with an interest in bidding either or both of these
services. Of these, four responded with transportation proposals and six with
terminaling proposals. Due to the small demand in Flornida for both of these
services, market entry is difficult. Consequently, disclosure of this contract data

is reasonably likely to result in increased prices for terminaling and transportation
services

Petroleum inspection services also have the market characteristics of an oligopoly
Due to the limited number of fuel terminal operations, there are correspondingly
few requirements for fuel inspection services. In FPL's last bidding process for
petroleum inspection services, only six qualified bidders were found for FPL's bid
solicitations. Consequently, disclosure of this contract data is reasonably likely to
result in increased prices for petroleum inspection services

(8) This information is contractual information which, if made public, “would impair the

efforts of [FPL] to contract tor goods or services on favorable terms." Section
366.093 (3) (d), F.S. The information delineates the price FPL has paid for No
2 fuel oil per barrel for specific shipments from specific suppliers. No. 2 fuel oil 1s
purchased through a bidding process At the request of the No. 2 fuel oil
suppliers, FPL has agreed to not publicly disclose any supplier's bid. This non-
disclosure agreement protects both FPL's ratepayers, and the bidding suppliers.
As to FPL's ratepayers, the non-public bidding procedure provides FPL with a
greater variation in the range of bids that would otherwise not be available if the
bids, or the winning bid by itself, were publicly disclosed. With public disclosure
of the No. 2 fuel oil prices found on FPL's Form 423-1(a), the bids would narrow
to a closer range around the last winning bid eliminating the possibility that one
supplier might, based on his economic situation, come in substantially lower than
the other suppliers. Non-disclosur2 likewise protects the suppliers from divuiging

any economic advantage that supplier may have that the others have not
discovered.




................................................................

Date of Deciassification:

FORM LINE(S) COLUMN DATE
423-1(a) 8-10 H-N 3/16/95
423-1(a) 1 H-N 10/30/94
423-1(a) 12 H-N 10/20/94
423-1(a) 13 - 15 H-N 3/15/96
423-1(a) 16 - 36 H-N 6/30/94
423-1(a) 8 - 36 P 3/31/99
423-1(a) 8-36 Q 06/30/96
423-1(a) § 7 H, I, K L N, R 086/10/94
Rationaie:

FPL requests that the confidential information identified above not be disclosed until the
identified date of declassification. The date of deciassification is determined by adding
6 months to the last day of'he contract perod under which ithe goocds or services
identified on Form 423-1{a3) or 423-1(b) were purchased.

Disclosure of pricing information during the contract period or prior to the negotiation of
a new contract is reasonadly likely to impair FPL's ability to negotiate future contiracts as
described above.

FPL typically renegotiates its No. 6 fuel oil contracts and fuel related services cantracts
pnor to the end of such centract However, on occasion some a
renegotiated, until after the end of the current contract pericd.  In those instanc
contracts are typically renegotiated within six months, Conseq S
maintain the confidentiality of the information identified as confide
423-1(a) or 423-1(b) for six months after the and of the individual contrac
information relates to

With respect to No. 6 fuel oil price information on the Form 423-1{a) or 423-1(b) for oil
that was not purchased pursuant o an airsady existing contract, an
agreernent under which it is purchased are fulfilied upon delivery, FPL requests the price
L
nes

inforrnation identified as confidentia! be kept confidential for a period of six months after




the delivery. Six months is the minimum amount of time necessary for confidentiality of
these types of purchases to allow FPL to utilize its market presence in gaining pnce
concessions during seasonal fluctuations in the demand for No. 6 fuel cil isclosure of
this information any sooner than.six months after completion of the transaction i$
reasonably likely to impair FPL's ability to neQotiate such purchases

The o 2 fuel oil pricing information app@aring on FPL's Form 423-1(a) or 423-1(b), for
which configential classification is sought, should remain confidential for the iime peric:d
the contract is in effect, plus six n*umhs Disclosure of pricing information dunng the

contract penod or prior to the negotiation of a new contract is reasonablyi“keiy 10 impair
P &< y y
FPL's abulity 10 negotiate future con l Cts as described abo

FPL typically negotiates its Neo. 2 fue! oil contracts prier to the end of such contracts
However, on occasion some contracts are not negotiated, until after the end of the current
contract period. In those instances the contracts are typicaliv renegotiated within six
months. Consequently, it is necess y to maintain the confidentiality of the information
identified as confidential on FPL's Form 423-1(a) or 423-1(b) for six months after tne end
of the individual contract period the ..‘ rmation relates to




ATTACUMENT D

BEFORE THE

FLORIDA PURLIC SEBVICE COMMISSION

)
DISTRICT OF COLUMBIA ) u Doxi
)

Before me, the undersigned authority, Pamels J. Cameron appeared, who

being duly sworn by me, said and testifisd

L INTRODUCTION

My name is Pamela J. Cameroo: my busisess address is |800 M Streer,

N.W., Suite 600 South, Washingtoa, D.C. 20038, | am employed dy the Nations!

Economic Research Associates, Inc. (NERA) as a Senior Analyst. [ received my BS.

in Business Administratioa from Texas Tech Uaniversity in 1973, my MA. n

Economics (rom the University of Oklshoma ig 1976 ard my Ph.D. in Economics

from the University of Oklshoma ie 1988, My msjor figids of »udy dave Ddeen

lodustrial Organization, Public Fiasuce and Eccoometrics.
Since 1982, | have beez employed by economic and resulsigry consuiling

firms providing services relstisg to utility resulation, [ nave direcisd numsicus

TeCiea HUMGTOUS

projects including market analysis, gas acauvisitios and con

antis

tract Degolitiics, ang

alternative luels evaluation.

I have been asked by Florida Power 20d Light Compeay (Fri) 0 Svaiddls
the market in which FPL buys fuel oil and to detsrmine whay impagt, il any, Pudlic
disclosure of certain (uel transaction dats is liks!ly 0 have 20 FPL ang \u8
ratepayers. Specifically, the dats | will address is ihe detgileq price afermaton

swd

reported on Florida Public Service Commission Form 4233,




The impact of public disclosure of price iaformation depeads oa the

structure of tha markets iavoived. In the following sections | discuss the economic

framewcrk for evaluating the structure of markets, the role of disclosure in

oligopglistic markets 22d review the circumstances of FPL's fuel oil purchases using

this framework. The (inal sectioa summarizes my conclusions.

IL THE ECONOMIC THEORY OF MARKETS

Economic theory predicts that the behavior of individual lirms and the

consaquent markei performance will be determined largely by the structure of the

relsvent market. The structure of markets range from highly competitive to virtual

monopely depending upon such factors as the number aod size of firms in the
macket, thé heterogeneity of products and distribution channels, the ease with
which firms can enter and leave the market. and the degree to which firms and
consumers possess infewmation about the prices and products.
Using these four basic criteria or characteristics, ecooomists distinguish

competitive, oligopolistic and monopolistic markets. For example, a competitive

market i3 charscterized by the fellowing (1) firms produce a homogeneous product;

(2) there are maay buyers asd sellers 30 that sales or purchases of each are small
in relation 1w the tot! market (3) entry into or exit from the market is not
coasunioed by ecomomic or legal barriers; and (4) firms and consumers have good
informatioa regardisg altsroative products and the prices at which they are
availabie. Usder these circumstances individual buyers and sellers have only an
imperceptible influence om the market price or the actions of others in the market
Each buyer and seller acts icdependently since those actions will not affect the
market cutcome,

An cligopolistic industry i= one in which the pumber of sellers is small

snough for the activitiss of sellers to affect each other. Changes in the output or

o
®
0
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the price of one firm will affect the amouats which other sellers caa sell and the

prices that they cua charge. Oligopolistic industries may sell either differentisted

or homogeoeous products and are usually characterized by high barriers to eatry.

Because of the intardapendence of suppliers, the exteat 6 which they are informed

with respect to the actions of other parties in the markst will affect their bedavior

and the performance of the market.
A monopclistic market 8 one in which a ingia seller cootrois both the
price and output of a product for which there are 0o close substitutes. There ars

also sigoificani Dbarriers 10 preveat oihers (rom calering the market. In this

instance, the seiler knows the detile of ».ach (rantaction and there it ac clear
advantage 0 the Suyer in keeping thess details coniiidentisl,

It is clear even from this Yriel discussios that a determination of the
likely effect of the disclosure of the teemy and coaditions of transactions ¢ legpends
on the typs oi market involved. Ia determining the structure of FPL's fuel oil
market, | have reviewed the seliers 204 Dduyeri operating in these murkets. rth¢
homogeneity of the product, the faciors governing eatry or exit from the markes
and the roie of ‘nformation. The review indicites ihat the fuel oil marke: in which
utiliies in the Southesst purchass suoplies is oiigopolistic. That i, the actioas of
one firm will affect the pricisg and ourpuc docisions of other sellen. The
interdependencs a2moog fuel oil sugpliers s composaded by the pressnce 8 (hs

market of & few very large purchasers, such as FPL. The foliowing sections

describo tha details of am eiaboraioe of the consequences of transactioadi isciosure

in this typs of market. my markst evalustioa and r2y conclusions,




111, EFFECT OF DISCLOSURE IN OLIGOPOLISTIC MARKETS

A brief review of the role

that secrecy plays in oligopoly theory s

helpful in understanding the pricing policies of oligopolisu and the predicted impact
on fuel costs.
Aa oiigopolistie  market swructure s

chacacterized by competition or

rivalry amoog the few, but the oumber of firms in a market does not determine

conclusively how the market functions. in the case of ociigonely, a number of

outcomes are possible depending upom the degren 10 which the firms act either as

rivals or as cooperators.  Sellers have a2 common group interest in keeping prices

high, but have a conflict of interest with respect to market share.

The maragemeat of oligopolisiic firmas recogmizas that, given their musual

interdependences, profits will be higher whel coopenative policies ars pursued thaa

when each firm acts only in its own narrgw self-interest. If (irms are offered the

opportunity to collude, oligopolistic marksts will tead i exhibit a tendency toward

the maximizatioa of collective profits {(the pricing behavior associated with

monopoly). However, coordinatioa of priciag oolicies 0 mazimize joiat profits is

not easy, especislly where cost and market thare differences lead 10 confliciing

price and ouiput preferences imong {irmma. Coordiisatica is coasiderably '.es

difficult whea ociigopolists caa communicase opesly and ' “roely. But the antitrust
laws, which a9 coscerned with inhibiticg oonopoly pricing. make overt cooperation

unlawful. There are, however, subtie ways of coordizating pricing decisions which

One mesns of coordinating behavior without ruaning afoul of the law is
price leadership. Price leadership caa generally b viewed a3 a public sigaath oy
firms of the chamgas in their quoted prices. If esch firm knows that ity price cuts

will be quickly matched by its rivais, it will have much iess incentive to miaka them.




By the same logic, each supplier knows that its rivals caa sustaia 3 higher price

quote only if other firms follow with matching prices.

Focal paint priciag is aoother example of oligopolistic pricing that allows

coordinatics without violating the antitrust laws, Here, sellers iend w0 adhers 0

accepted focal points o¢ fargets such as a publicly pested price. By sewming s
price 2t c@é focal noint, a firm tacitly encourages rivals (0 foiiow suit without

undercutting. The postad price published for various grades of fual oil by :zgion
would serve a3 8 focal point fof that ares. Other types of focal paints include

manufacture 3associations’ published list prices or government-sst ceiling Drices, By

adhering G (hese accente_duargews, coordination is facilitated 3nd price warfare is

discouraged.

While oligopolists have incentives (o cooperate in maintaining prices

above the competitive level, there are also divisive forces. Thera are  several
conditions which limit the likelihood and effectiveness of coordinsiion, all of which
are related to the ability of s singie firm to offer prica concessions without fear of
retaliation. They ioclude {!) & siguificant aumber of sellers; (2} heterogenewty of
products; (3) Hhigh overhesd ccsts coupled with adverse business conditions; (4)
lumpiness 2ad iafrequency i iAe purchase of products; 2ad (5} serecy and recalia-
tion lags.
A. Ik Samber snd sf F

Tha suuctural dimension with the most obvious influence oa coordination
is the number and size distribution of firms in the market. The greuter the number
of sellers in a market, everything clse the same, the more difficult it 8 to maintig
1 noncompetitive or above-coss price. As the number of firms increases and the

market share of each declines, firms are increasingly apt te ignors the effece of

their pricing and output decisicns oa the actions of other firms. In addition, as the
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number of firms increases, the probability increases that at least oge firm will have

lower than average costy and a0 aggressivé pricing policy. Therefore, sa oligopolist

in an industry of 1S firms is cnore iikely to offer secret discounts and less likely t
be discovered inaa an oligopoiist ia aa industry of only three {irms.
B. Produst Hoterogeneity
If products weres truly homogeneous or perfeci sudstitutes in (he

consumer's mind, price would be the only variable with which (irms could compete.

This reduces the tusk of coordinating, for firms must coasider oanly the price

dimension. Whea oroducts are differentiated, the terms of rivalry become

multidimensiona! and considerably more complex.
C. Qvaihsad Costs
The ability of oligopolists 10 coordinate is affected in a variety of ways
by cost conditions. Generully, the greater the differences in cost structures
between [irms, the more troubls the firms will have maintaining a common price
policy. Thers it also evideace that incustries characterized by high overhead cosu
are particuiazly suscaptible to pricing discipline breakdowns when a declizge 1o
demand forces the indusiry o operste below capacity. Tha industry characterizad
by high fized costs sulfers more whea demand i3 depiéassd bdecauss of strong
inducements towsrd price-cutting and a lower [Moor (marginal cost) o price
decreases. (Prics-cutting will b» checked at higher price: whea marjinal o513 are
high and Mized costs are reistively iow.)
O. Lamsiseis sl Infreaucncy of Orders
Piofitable tacit collusioa is more likely when orders are small, frequent

and regular, since detoction and retaliation are easier under thess circumstances.

Any decision ta undercut & price on which industry masmbers have tacitly agreed

requirés a Salancing of probable gains against the likaly costs. The gaia from
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cutting the price derives from the increased probability of securing & profitable

order and larger share of the market. The cost arises (rom the increased

probability of rival reactions driving dows the level of future prices and. therefore.

future profits. The probable gains wiii obviously be larger whemth( | ordar at stake

is large. Also, the amount of ioformaiion a firm coaveys about its pricing strategy

to other firms in the market increases with the number of transacticns or price

quotes. Clearly, the less (requently orders are placed, the less likely detection

would be.
E. Secrecy and Retallation Lags

The longer the adverse consequences of rival retaliation can be delayed,

the more attractive undesoutting thé 3ccepted price structure becomes. One means

of forestalling retaliation i8 O grami ssvren priee cuts.

If price is above marginal
cost and if price concessicns can reasonably be expecied to remain secret, oligopo-
lists have the incentive t0 engage 1N ecrst price shading.

Fear of remliation i3 nct limited just to fear of matched price cuts by
other sellers in the markst. A Jdisclosure of secret price coocesdions 10 one Dduysr
may lead other buvers ic demand =qual ireatmeat. The resuit would be an erosion
of industry profis a3 ihe pricy declines 10 accommodais other Dbuyers or a with-
drawal of price concessions iu genersl

The oumbes and gies disiribution of bduysre in the markat s a sigaificant
factor where fear of cetalistioa is aa important market eiemest.  Whers one or 2
few large buyers reoresgat a largs percent of the market, the granting of secret
price concessions to those buyers by a seller is likely to impose significant costs
(that is, result im significani loss of sales) for the remaining sellers. Since dis-
closure of secret price coocessions in this cass s more likely ta prompt immediate

reaction tham would knowiedge of price concessioes o smailer, insignificaac firens,




it follows that rather thaa risk aa unprofitable price battle (lirms may cease
offering concessions.

It is not in the loog-run interest of the firm coosidering price

concessions 10 initiate price cuts which would lesd (o lower market prices generally

or ruinous price wars. If knowledge of price coacassions leads other sellers o

reduce price accordingly, the price-cutting firm will lose the market shars

advantage it could have g2ined through secrei prica shading. Industry profits will

be lower due to the iowee price leveis. Therefore, given that any price concessions
will be disclosed, the most profitable strategy is @more likely to be 10 refraia from

offering price concessions. Eliminatiog opportunities for secret actios (by disciosing
price, for exampie) would greatly reduce the incentive to oligopolists to oifsr price

concessions.

IV. MARKET EVALUATION

After reviewing the theoretical criteria used by economists o0 evaluate
market structure with FPL  persoonel knowledgesble ia the area of fossil-fuel
procurement, [ requssted 30d was provided with essential market data necessasy !0
inalyze the markei ia which FPL purchases No. & fuel oil (resid). Thess dan,
together with oths7 published ioformation, were used 10 determine the structure of
the market
A. Mariket Stoucturs

The product under consideration is resid and its primary purchasers are
utilities. FPL is losated in the Souiheast sad, because of its geographical location,
purchases resid primarily from refinerics ia the Guif Coast area or the Caribdean.

Transportation coste limit the market 1o thesd aress, although it may be possible 110

pick up distressed cargoes from oiher locations on the spot market Other major

purchasers of resid (rom the Gull Toast and Caribbean are utilitiey ia the




Northeast. Due to the additional

ransportation costs, however, utilities ia the

Southeast would be uzlikely to purchase

resid (rom scortheastern refineries. The

Northeast does nof nave adequates refioery cupscity to meet the demand ia that ares

and is, therefore, & net importer of resid from the Galf Coast and foreign suppliers.

Therefore, the Northeast and Southeast are separate. but reizted, markets.

FPL purchases resid in very iarge quadtities, ususlly in barge or ship low

(190,000 o0 200,000 barrels or more). la 1988, FPL purchased 25.460.637 bdarecls of

low-sulfur resid, ihe majority of which (68 perces!) was under medium-term (one-

10 two-year) coalracts. The remainder was pujchased om the spot markes. There

are very few buyers of resid in the market who purchase quantities approaching the

levels consumed by FPL. Tabie i shows the e!stive size of purchases for the

major consuming utilities in the Southsast and ths Northeast. Of the 19 utilities

who had purchases of more than 500,000 darreji. pat.month for the Iuly through
September 1935 period, FPL is clearly the single most important buyer i ‘erms of
size. Only ong of the other utilities is iocaed in the SOuthease

The eatry requirements for seilers i@ this market are sudstantial.  Sellers
must be capable of meeting all of he utility's specifications including Quaatity aad
quality (for example. maximum suifur, ash und water costeat). Suppliers must either
refine or gaihir and blend cargoss Troa refitiwries 10 merkembie peciiications.

The capital requiremeats 21s0cisted with buildiag or buying a cefinery sr=
certainly substantial. Apnother viableop tion for eatry into this market would be 22

a reseller, biondar or trader. Al of ihese participation leveis would require 2

financial position in the oil o e sold,

At ihis level, the entrast would gather

cargoes from refiners or other traders and bYleed (if required) 0 markstadis

specifications. The primary facilities requirement would be storage ianks to hoid oil

for resaic or 0 blend cargoes. Assuming the entrant intends to sell to wutilities,
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the minimum purchase Quantity would be approximately 100,000 to 110,000 bdarrels.

This would represeat one barge lot. [t is possible to lease wtanks with agitators for

blending. The most fexidble approsch would be to lease a 250,000 barrel tank. This
would accommodate two barge loads or one medium capacity vessel. The cost for
250,000 barrels of leased storage would be approximately $0.01 per barrel per day or
$0.30 per barrel per month. Total tank cost (assuming full utilization) would be
approximately 375,000 per moath.

The prospective reseller would also need to have open lines of credit to

finance oil purchases until payment was received from the customer. Assuming the

entrant intended to move a minimum of 1,000,000 barrels per month, it would de

necessary to finance approximately $15,000,000 for 3 to 40 dayy.

Although the current barriers to entry into this market as a refiner or
reseller are substantial, they wouid be eved higher except that the depressed state
of the oil industry has created surplus refinery capacity and increased the storage
tank capacity available for leass. The cost of these facilities will increase as the
o1l industry improves and the curreat surplus availability dimioishes. Thus, it is
reasonable to aaticipste that future eatry coaditions will be more. rather than less,
restrictive.

A gew company could also enter the market as a broker selling small
cargo lots to utilities. I1a this case, the broker would oot have to take a (inancial
potition with the product and would act 83 a3 middleman between refiners and/or
resellers and customers. The primary barrier to eotry at this level would be the
geed to have established coatacts with refiners, traders and potential customers

normally active ia the market. However, this may not be a very viable approach if

an entering company expects to make utility sales. For example, FPL has informed
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me that they are hesitant to deal with a broker who does asot actually hoid ttle to

the oil being 30ld as this would be considered a high-risk source.

Table 2 presents a list of currently active firms capable of supplying

resid to the southeastera utility market oa a coatract basis. This list represents
the (irms preseatly capable of supplying the southeastera utility market. Some of

these firms also supply resid to the market ia the Northeast. The list of potential

contract suppliers to FPL is somewhat shorter. For example, because of the low-

sulfur requirement, Lagoven S.A. i3 aot a preseat supplier to FPL, but could supply
other area utilities with less restrictive sulfur specificatioas. Lagovea refines

Venezuelan crude oil which has a high-sulfur conteat. Others, such as Sergeaat Oil
and Gas Compaay and Torco Oil Company, sell primarily t0o U.S. Guif Coast
resellers, but could supply utilities that have their own transpaortation and buy io
sufficiently large qQuantities. Ia its last request for bids to supply requirements for
1987 and/or 1988, FP!, received 12 proposals. Under circumstances where only 12 to
20 firms compate for _sllu in a market dominated by a few large purchasers. each
firm will be coacerned with the actioas or poteotial reactions of its rivals. The
loss of a large sale, such as am FPL cootrsct, would uadoubtedly have a significant

effect on the market share of that firm.

Some refiners or resellers, though aot ordinarily capable of or willing to
commit the resources necesssry W0 meet utility specificatioas ia order to compete in
the cootract market for low-sulfur resid, may be poteatial spot market suppliers.
Table 3 lists firms ia this category. The aumber of firms ia this category is also
small enough that they must be aware of and consider the prices offered by the
others in their decisionmaking process.

The primary characteristic which distinguishes oligopolistic markets is the

interdepeadence of the sellers ia the market. Clearly, ia view of

the relatively
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small number of sellers, the restrictions on eatry and the small aumber of large
buyers, the bids and prices offered by one fuel oil supplier will have an effect on

the pricing policy and the quantity sold by the remaiaing :ellers. A firm wishing 1o

sell resid to FPL in this market csano! ignore the aciions or pricing decisions of
other firms and reascaably expect 10 profii is the iong ierm.
B. Elfect of Disclosure
Ia Section I[Il, the role of disclosure and the factors conducive to orice-

cutting in oligopolistic industries was discussed. The analysis indicates that the

factors which facilitate secret discounting are also preseat in the southeastern

market for resid. As discussed, there are curreatly 12 to 20 firms capable of

supplying resid iz this market. Resellers or brokers will have differeat cost

structures thas refiners. The oil iadustry is typically classified as a high overhesd

cost industry. Contracts for resid are large and inlrequeat. The probable net gains

from discounting are greater whers orders are large and infrequent. in the abseacs

of public disclesurs, price concessions couid re2zonably be expected to rremain secret

for at least one to two years under 2 loog-term contract. And {isally, the expected

gains to uodercutting the indusiry prics to 3 large buyer such as FPL would be

large if secrecy could be assumed. All of thess market characteristics \vhick are
present ia the swoutheastern rasid market are coaducive 0 the granting of price
concessions. A limiting factor, however. may be disclosure or ihe lack of secrocy
since price coscessions 0 a " singular large Suyer such a3 FPL could mesn 1
significant loss of ales for the remaining sellers.

The analysis of the fuel market ‘m which FPL competes indicaies that

sellers have a2 strong incenmtive to gradt price concessions, but are most likely to

grant thers only if secrecy can be assured.

nera




,______-----llllllllllIllllllllllllllIllIlllllllllllll------

V.  CONCLUSION

Theory predicia that 0 the extent (uel supplies and services are

purchased ia oligopolistic markets, public disclogure of detailed pricing information

will greatly limit opportunities for secret price concessions. This thesry is even

stronger whea applied to ¢ large duyer ia relation to the size of the market. My
aoalysis of the actusl market iodicates chat FPL is a very large buyer purchasing

fuel oil ia an oiligopolistic market wherd interdependencs is a key characteristic. It

follows that the ezpected consequencs of greater disclosure of the dewils of fuel

transactions is fewer price concessions. Price coocessions ia fuel contracis result

in lower overall electricity cost (0 ratepayers. Consequently, public disclosure is

likely to be detrimental to FPL and its ratepayers.

aynor___
PAMELA J. CAMERON

Swora befors me thias I"Z"“:\' day of March, 1987 ia the District of
Columbia.

/ng Phrnyr

NOTARY PUBLIC

<
My commission expires #Z éc)f /(/.? /
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NORTHEAST
UTILITIES CO
500,000 BARRELS

July through Sepiember 1918

Utility/Month

Florida Power and Light
Compasy

July

Auguse

September

Canal Electric Company
July
Auguss

Central Hudson Gas and
Electsic Company

July

Auguse

Septembare

Commonwealth Edisoa Company
July

Connecticut Light and Power
Compaay
August

Consolidated Edison Compaay of
New York

July

Auguat

Sepiamber

Number of
Delivery

(N

O 0 oe

N

L]

e
()

Florids
Florids

Massachuserts
Massachuserts

New York
New York
New York

linois

Connecticut

New York
New York
New York

nera

ERN AND SOUTHEASTERN
NSUMING APPROXIMATELY
PLUS PETROLEUM PER MONTH

Barrels

(3)

2,920,000
1,088,000
2

5,302,058

868,000
1.095.000
1,963,000

1,220,000
848,000
LO73.008

3,143,502

o

Page | of 2

Average
Sulfur

Lonsent

(Percent)
{4)

083%

P e
e = pa

0.67

0.9

0.29
0.29
0.26




TABLE )
Page 2 of 2

NORTHEASTERN AND SOUTHEASTERN
UTILITIES CONSUMING APPROXIMATELY
500,000 BARRELS PLUS PETROLEUM PER MONTH

July through September 1985

Number of Average
Delivery Barrels Sulfyr
Utiligy Month ~Points . __Stae Burchised Contene
(Percenr)
(1) (2) (3) (4)
Florids Power Corporation
Juiy 7 Florida 730,500 1.25%
September 7 Flonda §43.200 1.14
1,374 400
Long !sland Lighting Company
Juiy 4 New York 1,499 000 2.20
August 4 New York 1,638,000 2.20
Sepigmber 4 New York L0000 2.30
4,007,000
New Engiand Power Company
Juiy 2 Massachusetts 591,000 1.50
Sepiember 2 Massichusets 543,000 2.04
1,234,000
Pegaeylvania Power and Light
Compaay
Juiy [ Peansylvania 506,000 091
Augusy (] Peassylvaaia 1,393,000 0.89
Sepiember 4 Peaaiyivania 812000 0.09
2,506,000
TOTAL 23,976,300

Source: US. Dens eat of Energy, Energy Information Administration, Electric
Pawes Quarterly. Table 14, Third Quarter 1983,
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POTENTIAL SOUTHEAST RESID SUPPLIERS
LONG-TERM CONTRACTS

Loog-Term Cuzrent or
Tragsportation Previous
ActiveComosny  Refings (Qwn.az [éase)  Supolier of FpL
(1) (2 (3)
Amerada Hess Corporation Yes Yes Yes
Amoco Qil Company Yes Yes Ng
Apex Oil Company No Yes Yes
B. P. North Americs No Yes ‘Yeg
Belcher Oil Compaay No Yes Yes (current)
Challenger Petroleum (USA), Inc. No Na No
Chevron International Qil Company No Yes Na
Clarendon Marketing, Ine. No Ne No
Eastern Seaboard Petroleum Company No Neo No
Global Petroleum Corporation No Ne No
Hill Petroleum Compaay Yes No Ne
Koch Fuels, Inc. Yes No No
Lagoven S.A. Yes Yes Ne
New England Petroleum Cornpany No No Yas
Petrobras (Brazil) Yes Yes No
Phibro Distributors Corporation Mo No No
Scallop Petroleum Cowmpsay Ne Yes Yes (currenr)
Sergeant Oil and Gas Compeay. Iae, Neo No Yes
Stinnes Interoil, Iac. No No Yes (current)
Sua Qil Trading Compaay Yes No No
Tauber Qil Company No No No
Torco Qil Compaay No No No

Source Dy brovided by Florida Power and Light Company.
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POTENTIAL SOUTHEAST RESID SUPPLIERS
SPCT MARKET

Long-Term
Transportaiion
—Active Company Refiner (Qwan or Leasel
(1) (2)
Amerada Hess Corporation Yes Yes
Amoce Oil Company Yer Yea
Apex Oii Company No Yeu
B.P. Norih Amaérica No Yes
Beicher Oii Company No Yes
Chaiieager Petroievm (LISA), Ine. No No
Chevion Internaiionzi Cil Compasy, Ine. Ne¢ Yes
Clireadoa Masricsting, 1a¢. Ne No
Eastern Seaboard Pairclenz Company Ne No
Hiili Petrcloum Company Yea No
Koch Fusis, inc. Yes No
Lagovea S.A, Yea Yes
Now Engisnd Petroleum Company No No
Phibra Disiributors Cosporaiica Ne No
Scailop Peircieurm Comaaay No Yes
Sergean: Oii snd Gas Company. Ine. Ne No
Tauber Oil Company No No
Transwerid il (LUJSA), I, Yes No

Sourcer Dets provided by Florida Power and Light Company.
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ATTACHMENT E

BEFORE THE

FLORIDA PUBUC SERVICE COMMISSION

STATE OF FLORIDA) ss AFFIDAVIT
COUNTY OF DADE ) Docket No. 940001-EI

Before me, the undersigned authority, Eugene Ungar appeared, who being duly sworn
by me, said and testified:

My name is Eugene Ungar; my business address is 9250 W. Flagler Street, Miami, Flonda 33174,
| am employed by Florida Power & Light Company ("FPL") as a Pnncipal Fuel Analyst in the Business
Systems Department. | received a Bachelor's Degree in Chemical Engineering from Cornell University in
1972. In 1974, | received a Master's Degree in Business Administration from the University of Chicago

From 1974 to 1984, | was employed by Mobil Oil Corporation where | served as a Senior Staff
Coordinator and Supervisor in the Corporate Supply & Distribution Department, and the Worldwide Refining
and Marketing Division's Strategic Supply Planning and Controller's Departments in positions of increasing
responsibility.

In January of 1985, | joined FPL as a Senior Fuel Engineer and was responsible for the fuel pnce
forecasting and fuel-re'ated planning projects.

In January of 1988, | was given the added responsibility for being Team Leader for FPL's Forecast
Review Board Task Team.

In September of 1988, | was named Principal Engineer

In June of 1989, | was given the added responsibility for the Regulatory Services Group in the Fuel

Resources Department

In July of 1991, | was named Principal Fuel Analyst

| have reviewed the affidavit of Dr. Pamela J. Cameron, dated March 4, 1987. The conditions cited
in Dr. Cameron's affidavit, that led to her conclusion that the market in which FPL buys fuel oil is
okgopolistic,
are still true today. The reasons for this are as follows

A. Table 1 attached hereto is an updated version of Dr. Cameron's Table 1 showing the relative

size of residual fuel oil purchases for the major consuming utilities in the Southeast and the




Ungar Affidavit
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Northeast. Of the 10 utilities who had residual fuel oil purchases of more than 6 million barrels
in 1990, FPL is clearly the single largest buyer, especially in the Southeast
B. Table 2 attached hereto is an updated version of Dr. Cameron's Table 2 (Contract Supphers)
and Table 3 (Spot Market Suppliers). It identifies those firms currently capable of supplying
residual fuel oil to the Southeastern utility market on a contract or spot basis. Circumstances
today do not require a differentiation of suppliers between the contract and spot (one dekvery
contract) markets Since some of these suppliers cannot always meet FPL's sulfur
specifications, the list of potential contract suppliers to FPL is somewhat shorter. In 1986. there
were 23 potential fuel oil suppliers to FPL, in 1991, there are currently 27 potential fuel oil
supplers. Inits current request for bids to supply a portion of FPL's fuel oil requirements under
contract for the 1991 through 1993 penod, FPL received 9 proposals. Under circumstances
where only 25 to 30 firms compete for sales in a market dominated by a few large purchasers,
each firm (supplier) will be concerned with the actions or potential reactions of its nvals
The information shown in columns P and Q of the 423-1(a) report includes information on the
terminaling and transportation markets and the fuel oil volume and quality inspection market. In 1987 FPL
was only able to find eight qualified parties with an interest in bidding terminaling and transportation
services. Of these, four responded with transportation proposats and six with terminakng proposals. Due
to the small demand in Florida for both of these services, market entry is difficult. Consequently, disclosure
of this contract data is reasonably likely to -esult in increased pnces for terminaling and transportation
services
Petroleum inspection services also have the market characteristics of an oligopoly. Due to the
kmited number of fuel terminal operations, there are correspondingly few requirements for fuel inspection
services. In FPL's last bidding process for petroleum inspection services in 1991, only five qualified bidders
were found for FPL's bid solicitations. Consequently, disclosure of the contractual information (i.e., pnces,
terms and conditions) of these services would have the same negative effect on FPL's ability to contract
for such services as would the disclosure of FPL's pnces for residual (No. 6) fuel oil delineated in Dr

Cameron's affidavit. That is, pursuant to economic theory, disclosure of pnacing information by @ buyer in
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an oligopolistic market is likely to result in a withdrawal of pnce concessions to that buyer, thereby impainng
the buyer's ability to negotiate contracts in the future

The adverse effect of making information of this nature available to supphers is evidenced by the
oil industry's reaction to publication of FERC form 423 That form discloseés a delivered pnce of fuel oil.
Because of the importance of this information to fuel suppliers, several services arose which compiled and
sold this information to supplers that are only too willing to pay. We expect that a similar “cofttage
industry” would develop if the FPSC 423-1(a) or 423-1(b) data were made public. Therefore. the publkcation
of this information will be made readily available to the fuel suppliers, and this will ultimately act as a
detnment to FPL's ratepayers.

The information which FPL seeks to protect from disclosure is contractual data that is treated by
FPL as propnetary confidential business information. Access within the company to this information is
restricted. This information has not, to the best oi my knowledge, been disclosed elsewhere, Furthermore,
pursuant to FPL's fuel contracts, FPL is obkgated to use all reasonable efforts to maintain the confidentiality
of the information identified as confidential in Attachments A and C of FPL's Request for Specified
Confidential Classification

The pncing information appeanng on FPL's Form 423-1(a) or 423-1(b) for which confidential
classification is sought should remain confidential for the time penod the contract is in effect, plus six
months. Disclosure of pricing information dunng the contract penod or prior to the negotiation of a new
contract is reasonably likely to impair FPL's ability to negotiate future contracts as descnbed above

FPL typically negotiates new residual (No 6) fuel oil contracts and fuel related services contracts
pnor to the @nd of existing contracts. However, on occasion some contract negotiations are not finakzed
until after the end of the contract penod of existing contracts. In those instances, the new contracts are
typically negotiated within the next six months. Consequently, it is necessary to maintain the confidentiakty
of the information identified as confidential on FPL's Form 423-1(a) or 423-1(b) for six months after the end
of the individual contract penod the information ralates to

With respect to residual (No. 6) fuel oil pnce information on the Form 423-1(a) or 423-1(b) for oil

that was not purchased pursuant to an already existing contract, and the terms of the agreement under
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which such fuel oil is purchased are fulfilled upon delivery, FPL requests the price information identified as
confidential in Attachments A and C of FPL's Request for Specified Confidential Classification be kept
confidéntial for a period of six months after the dekivery. Six months i the minimum amount of tim
necessary for confidentiality of these types of purchases to allow FPL to utilize its market presence in
gaining pnce concessions dunng seasonal fluctuations in the demand for residual (No. 6) fuel oil
Disclosure of this information any sooner than six months after completion of the transaction is reasonably
likely to impair FPL's ability to negotiate such purchases

In summary, it is my opinion that the conditions cited by Dr. Cameron in her affidavit are still vakd
and that the markets in which FPL buys fuel oil, and fuel oil related services, are oligopolistic

In addition, this affidavit is in support of FPL's Request for Confidential Classification of No. 2 fuel
oil price information found on FPL's Form 423-1(a). The No. 2 fuel oil information identified on Attachments
A and C in FPL's Request for Confidential Classification is propnetary confidential business information as
that term is defined in §366.093, F.S. As such, disclosure of this contractual data would impair FPL's abikity
to contract for No. 2 fuel oil on favorable terms in the future

No. 2 fuel oil is purchased through a bidding process. Atthe request of the No. 2 fuel oil suppkers,
FPL has agreed to not publicly disclose any supplier's bid. This non-disclosure agreement protects both
FPL's ratepayers, and the bidding suppliers. As to FPL's ratepayers, the non-public bidding procedure
provides FPL with a greater vanation in the range of bids that would otherwise not be available if the bids,
or the winning bid by itself. were publicly disclosed. With public disclosure of the No. 2 fuel oil prices found
on FPL's Form 423-1(a), the bids would narrow to a closer range around the last winning bid ekminating
the possibility that one suppher might, based on his economic situation, come in substantially lower than
the other suppliers. Nondisclosure likewise protects the suppliers from divulging any economic advantage
that supplker may have that the otners have not discovered

The No. 2 fuel oil pncing information appeanng on FPL's Form 423-1(a), for which confidential
classification is sought, should remain confidential for the time penod the contract is in effect, plus six
months. Disclosure of pncing information dunng the contract penod or pnor to the negotiation of a new

contract is reasonably kikely to impair FPL's abllity to negotiate future contracts as descnbed above
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FPL typically negotiates its No. 2 fuel oil contracts pror to the end of such contracts. However, on
occasion some contracts are nol negotiated until ater the end of the current contract penod. In those
instances the contracts are typically renegoiiated within six months. Consequently, it is necessary 1o
maintain the confidenbality of the information identified as confidential on FPL's Form 423-1(a} for six
months afier the end of the individual coniract penod the information relates to. Disclosure of this
information any saoner than six months after completion of the transaction is reasonably likely to impair

FFL's abiiity (o negotiate such contract

w

Further affiant sayeth naught

Q_A% Ungan
Eugen&/Ungar v

Stale of Florida

County of Dade

The foregoing instrument was acknowledged before me this, _1_71-_"1_ day of March, 1984 in Dade
County, Florida by Eugene Ungar, who is personally known {o me and who did take an oath,

/
/ g }

" 4 -~ i

4 l. &tz:_”,‘ C L,/_{,A,_»/ //_.(_Ci’__ .
Sighature of Nofary

i o, /‘ ¥ ] o
(GACELA A. ARIAS
Name of Notary

NN 241 P
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Serial Number

Notary iﬂf “'!I i"!-- vms ~E— ) 1- [_ﬁ‘
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¥ FUBLIC STATE OF FLORIDA
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TA 1

NORTHEASTERN AND SOUTHEASTERN
UTILITIES PURCHASING APPROXIMATELY
& MILLION BARRELS PLLIS PETROLEUM IN 1991

Average
Sulur
—Utilty/Month _State Bamels ConfeR
(000) (Percent)
Florida Power & Light Flonda 31,782 1.2
Company
Boston Edison Company Massachusetts 6,871 073
Canal Electric Company Massachusetts 10,286 21
Central Hudson Gas and New York 10,008 13
Electric Company
Connecticut Light & Power Connecticut 7.578 0.85
Company
Consolidated Edison New York 11.864 0.26
Company of New York
Ficiida Power Corporation Florida 10,112 1.49
Lena Island Lighting New York 14,038 0.87
Company
Niagara Mchawk Power New York 6.924 121
Corporation
Source: US. Depatment of Energy, Energy Information
Adrninistration. Electric Powei Monthly, Apel 1693, Table

65
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TABLE 2

POGTENTIAL SOUTHEAST RESID SUPPLIERS

Previous
Suppser of FPL

ive Compan Refings _Centract/Spot
Arneiada Hess Corp. YES YES/YES
BP Norih America YES YES/YES
Chevroi intermnationa! Oil Co. NG NO/YES
Clarenidon Marksting, inc. NG YES/YES
Clark Oii Trading Company NG NIO/YES
Coastai Fuels Marketing..'nc. NG YES/YES
Enjet Inc. NC YES/YES
Globair?etroleum Compaiy NG NOC/YES
Intarnot Trade, inc. (Biazii) YES NO/NG
Jotin W. Storis Gii Dist. NC NOMNG
Koch Fusis YES NO/¥ES
Kerr McGee YES NQ/YES
Las Energy Corp. NG NO/YES
Lyondeil Petrochamical Co. YES NOMO
Metailegelischaft Corp. NG NCMNO
Northeast Petraleum NO NOMNC
Peticbrias Yes NO/NO
Peticlea NC NOYES
Phioro Energy inc. NC NCAYES
Rio Energy intemnational NC YES/YES
Stewait Fetroleum Corp. NC NOAND
Stinnes Intercil, Inc. NC YES/NES
Sun Qii Trading Company YES NOND
Tauber Oii Company NOC NO/YES
Texaco YES NO/YES
Tosco Qil Company ES NG/YES
Transworkd Qil USA YES NOND
Trintoc YES MNOMNO
Vitai S.A. Inc. NC MNONES

Source: Data provided by Fionda Power & Light Company (March 7. 1994)

Mote: 1) This tabie serves 55 the list for both contract and spot suppliars (Table 2 & Table 3)




CERTIFICATE OF SERVICE

I HEREBY CERTIFY that
Power & Light Company’

December, 1993, were

the individuals

Barbara A, Balzer

Florida Public Service
101 East Gaines Street

Fletcher Building
Tallahassee, FL 32399

John W, McWhirter, Jr.,
Joseph A. McGlothlin,
Lawson, ﬁhn.L‘heu, hla ndocf
201 East Kennedy Boulevard
First Southern Plaza,
Tampa, FL 33601

G. Edison Hglland, Esquire
Beggs & Lane

P. 0. Box 12650

Pensacola, FL 3257¢

Major Gary A.
HQ USAF/ULT,
Tyndall AFB

sl D,

Enders USAF
STOFP 21
FL 32403-6001

Robert S. CGColdmanh, Esquire
Vickers, Caparelio, French
P. O. Box Drawer 1876

Tallahassee, FL 32302

Sulte

(1)
& Form 423-1(a)
a Regquest for Confidential Clas

forwarded
Commission via Airborne Express,

listed below, all

Esguire
Esquire
& Reeves

800

a true and

sif ]. Ca
to

and
on

Commission

Jack

Office

Commission

East Galhes £t
Fletcher Building
Tallahassee, FlL 32

LU 1

Shireve,
Robert

b- 45(-‘1‘\.‘. l
Langford,
of

l'allahassee,

Lee G. Schmudde,

reet

i
16

re

9

correct copy of Fleorida
for December, 1993, and (ii)
of the Form 423-1{(a) tor
the Florida Public Service
Item (il) was alsc mailed to
this 14th day of March, 1994.
Mr. Prentlice P. Yrultt
F }C rida Public fervice

Esquire
Public Counssi

Building

624 Fuller Warren
202 Blount Street
Tallahassee, FL 222301
Lee Wills, Esquir
James D Beasley, Es
Ausley, McMullen, Mc
Carothers & Proctcr
P. 0. Box 391

Res "reek Utilities,
0 o P A
L et *
iKe BUe t v
ime Esgui
P.
" Petersbura Fl

Esquire

Inc.







