@

FPL i

AIRBORNE EXPRESS

April 14, 1994

Ms. Blanca Bayo, Director
Division of Records and Reporting
Florida Public Service Commission
101 East Gaines Street

Fletcher Euzldlnq

Tallahassee, Florida 32329-0850

Re: Dockét No. 94G0i-BI
Dear Ms. Bayo:

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

FPL’s Request for Confidential CLaseiflcat1on. Fifteen copies
of FPL’s Request For Confidential Classification of Certain
Information Repcrted on the Commission’s Form 423-1(a) with
Attachments B, C, D and E are en closed. The original Regquest
for Confidential CIasaxtlca oii ©Of Certain Information
Reported on the Commission’s Form 423~1(a) with Attachments A,
B, C, D and E is enclosed. Pleas ote that Attachment A is
an unedited Form 4z2-1(a) and ther re needs to pe treated as
confidential.

If you have any guestions reqgarding

this transmit the
information filed herewith, you may contac

1 al or
t me at {33“1 582-2724.

Sincerely,
e
I.I- F d .' L ol “y
Steven H. Feldman .
Attorney . -
D
SHF :sk M
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Florida Power & Light pa P 0 Box 029100, Miami, FL 33102-9100

c}




BEFORE THE

PUBLIC SERVICE COMMISSION

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

Docket No. 940001~EI
Performance Incentive Factor

S

REQUEST ¥OR CONFIDENTIAL
CLABSIFICATICN OF CERTAIN INFORMATION
REPORTED ON THE COMMISSION’S FORM 423-1(a)

Pursuant to §366.093, F.S5. and ¥Ficrida Administrative Code
Rule 25-22.006, Florida Power & Light Company ("FPL") requests that
the Florida Public Service Commission ("Commission") classify as
confidential information certain informationr eported on FPL'’s
October, 1992 422-1(a) Fuel Report as delineated below., 1iIn support

of its request FPL states:

l. FPI. seeks clascification of the below specified
information as proprietary confidential business information
pursuant to §366.093, F.S. In pertinent part, 5§366.093, F.S.

provides:

(1) * * % Upon request of the public utility or
other person, any records received by the commission
which are shown and found by the commission to be
proprietary confidential business information shall be
kept confidential and shall be exempt from s. 119.07{1).
idential business

(3) * =+ =*» Proprietary con
1o not | ed to:

information inciudes, but is t

o b

(d) Information concerning bids or o
contractual Gata, the disclosure of which would im
the efforts of the public utilitv or ite affiliate
contract for goods or services on favorable terms.




2. In applying the statutory standard delineated in paragraph
1, the Commission is not regquired to weigh the merits of public
disclosure relative to the interests of utility customers. Thie
issue presented tc the Commissicn, by this pleading, is whether the
information socught to be protected fits within the statutory
definition of proprietary confidential business information,

§366.093, and should therefore be exempt from §115.07(1).

3. To establish that material is proprietary confidential
business information under §365.093(3)(d), F.S., a utility must
demonstrate (1) that the infermation is contractual data, and (2)
that the disclosure of the data would impair the efforts of the
utility to contract for goods or services on favorable terms. The

Commission has previously recognized that this latte

~

requirement
does not necessitate the showing of actual impairment or the more
demanding standard of actual adverse results; instead, it must
simply be shown that disciosure is "reasonably likely" to impair
the contracting for goods or services on favorable terms. See
Order No. 17246, at pages 3 and 5.

4. Attached to this pleading and incorporated herein by

reference are the following documents:

Attachment A) A copy of FPL‘s January, 1994 Form 423-1(a) with
the information for which FPL seeks confidential
classification highlighted. This document is to be
treated as confidential.




Attachment B) An edited copy of FPL’s January, 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 Confidentjal Classification Of Certain
ion d On mmissjon’s Fo -

l1(al on March S5, 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 classificaticon of the information identified by
attachments A and C. Those two prongs are conclusively established
by the facts presented in the affidavits attached hereto as
Attachments D and E. First, the identified 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




barrel petroleum inspection charges delineated on FPL’s Form 423~

l1(a) Fuel Report as more specifically identified by Attachments A

and C.

7. The confidential nature of the No. 6 fuel o0il information
FPL sseks to protect is easily demonstrated - once one understands

the nature of the market in which FPL as a buyer must operate. The

market is No. 6 fuel oil iri the Southeastern United States and that

market is an oligopeolistic market Sty LOnmeiaph

affidavits. In order to achieve the best contractual

terms in an oligopolistic market, a buyer must not disclcse price

conce— ided by any given supplier. Due to its presence in
¥ Y PP E

the marlkc. cos 0. 6 T

|
-~

®

1 6il, FPL is a buyer that is reasonably
likely to obtain prices and terms nct available to other buyers.
Therefore, disclosure cof such prices and terms by a buyer, like FPL
in 2an oligopolistic market, such as No. 6 fuel o0il, is reasocnably

likely to increase the price at which FPL can contract for Ko. 6

fuel oil in the future. £ge the affidavits of Cameron and Ungar.

8. The economic principles discussed in paragraph 6 and Dr.

Cameron’s affidavit are equally applicable to FPL’s contractual
data relating to terminaling and transportation charges, and

petroleum inspection services as descrikbed in E. Ungar’s affidavit.

9. The Commission need only make two findings to grant

confidential classification to the No. 6 fuel o0il information

o£a




identified as confidential in Attachments C and D, to wit:

(a) That the No. & fuel oil data identified is contractual
data.

(b) That FPL’'s ability to procure No. 6 fuel oil, terminaling
and transportation services, and petroleum inspection
services is reasonabiy likely %o be impaired by the
disclosure of the information identified because:

A4

(i) The markets 1n which FPL, as a2 buyer, must procure
S ue

No, fuel o0il, terminaling and transportation
services, and fuel inspection services are
oligopolistic: and

(ii) Pursuant to 2conomic theory, a substantial buyer in
an oligopoliistic market can obtain price
concessions ot availabhle to other buyers, the
disclosure of which would end such concessions,
resulting in higher prices toc 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 procure No.

2 fuel oil. Without confidential classification of the price FPL

pays for No. 2 fuel oil, FPL is reasonably likely to experience a

narrowing of the bids offering No. 2 fue

(b}
[N
=

. The range of bids
is expected to converge on the last reported public price, thereby
eliminating the probability that cne supplier will substantially
underbid the other suppliers based upon that supplier’s own
economic situation. See Ungar affidavit. Consequently, disclosure

is reasonably likely to

ey

negotiate future

No. 2 fuel oil contracts




11. FPL reguests 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 o0il data identified is
contractual data; and

b. That FPL’s abil
reasonably liks
of the informati

ity tc procure No. 2 fuel oil is
1y to be impaired by the disclosure
ion identified because:

(i) the bi dd ng process through which FPL obtains
No. 2 el 0il is not reasonably expected to
provide th 1 owest bids possible if discliosure
of the 1la WLﬂang bid is, in effect, made
public t. rough disclosure of FPL’s Form 4§23-

1(a)

12. Additiconally, FPL believes the importance of this data to
the suppliers in the fuel market is potently demcnstrated by the
blossoming of publications which provide utility repertad fuel data
from FERC Form 423. The disclosure of the information sought to be
protectad herein will no dcocubt create a cottage industry of desktop

publishers ready to serve the

ff

Jarkets herein identified.

=

13. FPL requests that the information for which FPL seeks

confidential classification not bhe declassified untili the dates

= - ad

specified in Attachment C. The time periods reguested

necessary to allow FPL to utilize its market presence in

negotiating future contracts. Disclosure prior to the identified

date of de

0
=

assification would impair FPL’s ability tc negotiate

future contracts.

14. The material identified as confidential information in

A

attachments A and C is intended to be and is treated by FPL as

£

<




privacs, and has

not otherwise been publicly disclosed to the best

of FPL’s knowledge and belief.

E, FPL respectfully requests that the Commission

classify as confidential information the information identified in

attachments A and C which appears on FPL’s unedited Form 423-1(a).

Respectfully submitted,
Date: April 14, 1994

L . b

Steven H. Feldman

Attorney

Florida Power & Light Company
P. O. Box 025100

Miami, Florida 33102-9100
(305) 552-2724

Florida Bar No. 0869181

NoSFusl . jen
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ATTACHMENT C

Docket No. 940001-E!

i, 1994
Justification for Confidentiality for December, 1993 Report:
ECRM LINE(S) COLUMN RATIONALE
423.4/) 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), (§)
423-1(a) 8 -36 P (6).(7)
423-1{a) 8 -36 Q (6), (7)
423-1(a) t-7 HILKLNR (8
------------------------------------------------------------------- Rationale for confidentiality:
(1) This information is contractual information which, if made public, "would impair the

efforts of {FPL) to contract for gaods or services on favorable terms. " Section
366.0393 (3) (d), F.S The information deflineates the price FPL has paid for Na.
6 fusi oii per barrel for specific shipments from specific suppliers. This information
WOuUid ailow suppliers to compare an individual supplier's price with the margst
QuOiE 7or that date of delivery and thereby determine the contract pricing formuta
betwsen FPL and that supplier.

Contract pricing formulas generally contain two components, which ars: () a
markup in the marnket quoted price for that day and (2) a transpcrtation charge for
deliveiy at an FPL chosen port of delivery. Discounts and Guality adjustment
componants of fize! price contract formulas are discussed in P&72grasns 2 and a.
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Disclosure of the invoice price would allow suppliers to determine the contract
price formula of their competitors. The knowledge of each others’ prices (i.e.
contract formulas) among No. 6 fuel oil suppliers is reasonably likely to cause the
suppliers to converge on a target price, 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 tuel oil prices and therefore increased elactric rates.
Please see Dr. Cameron's affidavit filed with FPL's Request for (Confidential
Classification which discusses the pricing tendencies of an oligopolistic market and
the tactual circumstances which identity 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 ‘uture 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.

(2) 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.

(3) 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.

(4) For fuel that does not meet contract 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.

(5) This column is 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 most of the time. Consequently, it needs to be protected
for the same reasons as set forth in paragraph (1).

(6) This column is used to mask the delivered price of fuel such that the invoice or
eftective 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 eftective purchase price of oil (columns H and
N) by subtracting these 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 Florida 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
eftorts of [FPL] to contract for goods or services on favorable terms.” Sec‘ion
366.093 (3) (d), F.S. The information delineates the price FPL has paid for No.
2 tuel oil per barrel for specific shipments from specific suppliers. No. 2 fuel oil is
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 tuel 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-disc'osure likewise protects the suppliers from divulging

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




Date of Declassification:

FORM LINE(S) COLUMN DATE
423-1(a) 10 - 12 H-N 3/16/95
423-1(a) 13 H-N 10/30/94
423-1(a) 14 H-N 10/30/94
423-1(a) 15 - 16 H-N 3/15/96
423-1(a) 17 - 26 H-N 7/31/94
423-1(a) 10 - 26 P 3/31/99
423-1(a) 10 - 26 Q 06/30/96
423-1(a) 1-9 H I, K,L,N,R 06/10/94
Rationale:

FPL requests that the confidential information identified above not be disclosed until the
identified date of declassification. The date of declassification is determined by adding
6 months to the last day of the contract period under which the goods or services
identified on Form 423-1(a) or 423-1(b) were purchased.

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

FPL typically renegotiates its No. 6 fuel oil contracts and fuel related services contracts
prior to the end of such contracts. However, on occasion some contracts are not
renegotiated. until after the end of the current contract period. In those instances, the
contracts are typically renegotiated within six months. Consequently, it is necessary 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 the end of the individual contract period the
information relates to.

With respect to No. 6 fuel oil price information on the Form 423-1(a) or 423-1(b) tor oil
that was not purchased pursuant to an already existing contract, and the terms of the
agreement under which it is purchased are fulfilled upon delivery, FPL requests the price
information identified as confidential be kept confidential for a period of six months after

4




the delivery. Six months is the minimum amount of time necessary for confidentiality of
these types of purchiases to allow FPL to utilize its market presence in gaining price
concessions during seascnai fiuctuations in the demand tor No. 6 fuel oil. Disclosure of
this information any sooner inan six months after compieticin of the transaction is

reasonably likely io impair FPL's ability to negotiate such purchases.
The No. 2 fuel oil pricmg information appearing on FPL's Form 423-1(a) or 423-1(b), for

which confidential classification is sought, should remain coniideniia! for the time period
the contract is in eh.m. plus six months, Disclosure of pricing information during the
contract period or prior to the rr-;gcna'.'en of & new contract is reasenably likely to impair
FPL's ability to negotiate future contracts as described above.,

FPL typically negotiates its No. 2 tue! oil contracts prior to the end of such contracts.
However, on occasion seme contracts are not negotiated, untii after the end of the current
contract period. In th -se instances the contracts ars typically renegotiated within six
months. Consequently, it is necessary to maintain :hs rnrf dentiality of the information
identified as confidential on FPL's Form 423-1(a) or 423-1(b) for six months aiter ine end

N
of the individual contract period the intarmation relates to.
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ATTACUMENT B

BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

) AFFIDAVIT
DISTRICT OF COLUMBIA ) s Docket No. $70001-E1

)

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

being duly sworn by me, 1aid and testlied:

L INTRODUCTION

My name it Pamela J. Cameroa; my business address is 1300 M Street,
N.W., Suite 600 South, Washingtoa, ©.C. 20036. [ am employed by the National
Economic Research Associstes, Inc. (INERA) a3 a Senior Analyst. | received my BS.

in Business Admisistration (romd Texas Teeh University in 1973, my MA. in

Economics from the Uaivenity of Oklshoma ia 1976 and my Ph.D. in Economics
from the Uagivarsity of Oitlahoess ia 1983. My major (lelds of study hive GSeen
ladustrial Organizatioa, Public Finance and Econometrics.

Sinces 1922, [ have Deen omployed by ecosomic and regulatory consulting
firms providing ssrvicm iralating 0 stility regulation. [ have directed numerous
projects inciuding market asalysis, gas acquisition and cootruct dnegotiatios. and
alternative fuels evaluation.

1 have been asked by Florida Power and Light Compagcy (FPL) t0 evaiuate
the market in which FPL buys fus! ci! and to determine what impact, if any, public
disclosure of certaia (uel tranzsciics data is likely to have oa FPL and U
ratepayers. Specifically, thé dats | will address is the detailed price informatios

reported 5a Florida Public Service Commission Form 423s.

nera




The impact of pudlic disclosure of price iaformatioa depeods oo the

structure of the markets iavolved. 1o the following sections | discuss the economic

framework for evaluating the structure of markets. the role of disclosure 1o

oligopolistic markets and review the circumstaaces of FPL's fuel oil purchases using

this framework. The final section summarizes my coacliusioas.

(L THE ECONOMIC THEORY OF MARKETS

Ecoaomic theory predicts that the behavior of iadividual firms and the

consequent market performance will be determined largely by the structure of the

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

monopoly depending upon such factors as the number aad size of (irms in the

market, the heterogeneity of products and distributioa channels, the ease with

which firms can enter and leave the market, and the degree to which firms and

consumers possess information about the prices and products.

Using these four basic criteria or characteristics, economists distinguish

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

market is characterized by the followiag (!) firms produce a homogeneous producy

(2) there are maay buyers and sellers 30 that 3alas or purchas@ of each are small

ia relation to the total market; (3) eatry into or exit from the market is aot

coastrained by economic or legal darriers; and (4) firms and coasumers have good

informatioa regarding alternative products aod the prices at which they are

available. Uander these circumstances individual buyers and sellers have only aan

imperceptible iafluence oa the market price or the actioas of others ia the market.
Each buyer and seller acts independently since those actioas will not affect the

market outcome.

An oligopolistic industry is one in which the asumber of sellers is small

enough for the activities of sellers to affect each other. Changes ia the output or

nersa&
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the prics of one firm will affect the amounts which other sellers cam sell and the

prices that they caa charge. Oligopolistic iadusiries may wll either differentiated

or homcgeneous products aod are usually characterized Dy high barfiers o eatry

Because of ithe interdependence of suppliers, the extent t0 which they are informed
with respect to the actions of other parties ia the market will 3ffsct iheir behavior
and the perforinance of the market.

a

A monopolistic market s ooe in which a single seller cootrols both the

pric® 284 output of a product for which there 3zre 00 close substituses.

There are
also significant barriers 10 preveat others (rom entering 'he markei. In this
instance, tha seiler knows the details of esch transaction and there is no clear

advantag? 1o the buyer in keeping thess details confidential.

It is clear even from this brief cliscussion that a determination of the
likely sffest of the disclosure of the terms 2nd coaditions of tramsactions depends
on the type of market involved. Ia dstermizing the structure of FPL's fuel ol
market, | have reviewed the sellers and huysrs operating in thess markets, the

homogsaeity of the product, the factors govorping ¢oiry or exit {rom ihe markets

and the ioie of information. The review :indicstes that the fuel oil market ia which
utilities ia the Southeast purchase supplies is oligopoiistic. That s, the actions of
one firm will affect the pricing and outpui decisious of other sailers.  The
interdepeadencs among fuel oil supoliers i3 compouaded Dy the presence ia the
market of s few very large purchasers, such as FPL. The fcllowing sections

describe ths details of sn elaboration of the consequeaces of traasactice disciosure

in this typs of market, my market evaluation and my cooclusions.

nera




I1l. EFFECT OF DISCLOSURE IN OLIGOPOLISTIC MARKETS

A brief review of the role ithat secrecy plays ia oligopoly theory s

helpful in unclerstanding the pricing policies of oligopolists and the predicted impact

oa lue! costs.

Aa oligopolistic market structure i3 characterized by competition or

rivalry amoag the few, but the asumber of firms in a market does not determine
conclusivaly %ow the market functions, in the case of oligopoly, a number of
outcomee 27§ possible depending upes the degres 0 which the lirms act either as
rivals or a3 cooperators.  Sellers have 1 commod group iaterest ia keeping prices
high, but have a cooflict of interest with rsspact 1o market share.

The management of oligopolistic firmis recognizes that, given their mutual
interdepeandence, profio will be higher whsa cooperative policies are pursued than
whea each {irm acts only in ity owne nasrow seu-inierest. If firms are offered the
opportunity o coiiude, cligopolistic merkets wiii tead to exhibit a tendency toward
the maximizatioa of collective profis (the pricing behavior associated with
moncpely). However, cocrdinatiea of priciag policies 10 maximize joint profits s
not easy, sspacially whera cout 2ad wmarket shurs differences lead to conflicting
price 3ad output preferences amoag firms. Coordiastion is considerably less
difficult whea olijopolists cas commusicsty opsaly and freely. But the antitrust
laws, whic® ste cotcerned—with iohibitine moaopoly pricing, make overt cooperation
unlawful, There are, however, subtls wiys of coordinating pricing decisions which
are both iegai and potentially effective if discipline c2a be maintained.

Ooe means of coordinnting Sehavier wiihout running afoul of the law is
price leadership. Price leadership can geseraliy be viewed a3 a public signal by

firms of the changes in their Quoted oprices. If each firm knows that its price cuts

will be quickly matched by its rivaly, it will have much less incentive to make them

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

quote only if other firms follow with matching prices.
Focal poiat pricing i3 another example of oiigopolistic pricing that allows

coordination without violating the aotitrust lswsy. KHers,

sellers tend 10 adhare to

accepted focal poiats or targets such & = publicly posted price. By setting s

price at some focal point, a firm taciiiy encourages rivals to follow suit w:ithout
undercutting. The posted price published for various grades of fuel oil by regi0n

would serve a3 & focal point for that ares. Other types of focal points include

manufacture associstions’ published lisx prices or goverament-set ceiling prices. By

adhering to thess accepted targets, coordination is facilitated and price warfare s

discouraged.

While oligopolists have incentives (0 cooperate i maintsining prices

above the competitive level, there are also divisive (orces. There ave seversi
conditions which limit the likelihood and effectiveness of coordination, all of which
are related ic ths ability of a single firm to offer price concessions without fear of
retaliation. They include (1) a significancay imber of sellers; (2) heterogeneity of
products; (3) hish overhead costs coupled with adverse business coaditions. (4)

lumpiness asd iafrequency ia the purchuse of products; and (5) secrecy 204 retdiia-

tion lags.
Ao mmm‘_- i '. I}a
The structursl dimension with the most obvious influence oa coordinatics

is the number and "~ “"-~'* -viac af firmiun the market. The greater the number

of sellers in = markst, everything else the same, the more difficult it is t0 maintain
a noncompstitive or above-cost piice. A9 the sumber of firms increases and the
market shase of esch deciines, firme ara increasingly apt 1o ignore the efifect of

their pricing &nd output decisions o2 the sctioas of other firms. !a addition, 35 the
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aumber of (lsrms increases, the probability increases that at least oae firm will have

lower than average costs aad an aggressive pricing policy. Therefore, aa oligopolist

ia an industey of 13 firms is more likely to offer secret discounts and less likely to
be discovered than an oligopolist in aa iadustry of only three (irms.

B. Product Hsterogenelty

If products were truly homogeaeous or perfect substitutes in the
consumer's mind, price would be the oaly variable with which f(irms could compete.

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

dimeasioa. Whea products are differentiated, the terms of rivalry become

multidimensional and coasiderably more complex.
C. Qvarhead Coats
The ability of oligopolists to coordinate is affected in a variety of ways

by cost coaditions. Generally, the greater the differences in cost structures

between firms, the more trouble the firms will have maintaining a common price

policy. There is also evidence that industries characterized by high overhead costs

are particularly susceptible !0 pricing discipline breskdowas whea a decline in

demand forces the industry (0 opersts below capecity. The industry characterized

by high fixed costs suffers more whesa demand is depressed because of stroog

inducemeats toward price-cuttiog and a lower floor (margioal cost) to price

decreases. (Price-cutting will be checked at higher prices whea marginal cost are

high and (ixed costs are relatively low.)

D. Lamalnsss asd Inlreauency of Orders

Profitable tacit collusion is more likely whea orders are small, frequent

and regular, since detection and retaliation are easier under thess circumstances.
Any decisioa to undercut a price oo which industry members have tacitly agreed

requires a balancing of probable gains against the likely costs. The gaia from
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cutting the price derives from the increased probability of securing & prefiatic

order and larger share of the market. The cost arises from (he igcressed

probability of rival reactions driving dowa the level of (uture prices aad, thersfors,
future profits. The probable gains will obviously be larger when the order at siske

i4 large. Also, the amount of ioformation a firm coaveys about it pricing sirategy
to other firms in the market increases with the number of transacticas or price
quotes. Clearly, the less frequently orders are placed. the less liksly deiection
would be.
E. Sscrecy and Retallation Laga
The—onger e asuverss sumsequences of rival _retaliation can be delayed,

the more attractive undercutting the accepted price structure becomes. One mesns

of forestalling retaliation is to grant secret price cuts. If orice is abovs marginai
cost and il price concessions can reasonably be expected to0 remain zecret, oligope-
lists have the incentive to engage in secret price shading,

Fear of retaliation is not limited just 10 fear of matched price cuts by
other sellers in the market. A disclosure of secret price concessions 2 ons huyer
may lead other buyers to demand equal treatment. The result would % an erosicn
of industry profits as the price declines to accommodate other buysrs or 3 Tith

drawal of price concessions in general.

The number wousize distribution of buyers in the markst is |
factor where fear of retalistion is an important market elemast Whei o8e 27 3
few large buyers represent a large percent of the market, the grantine of ey
price concessions to those buyers by a seller is likely to impSse tignilienzy <ot

(that is, result in significant loss of sales) for the remaining sellers, Sincy 43-

closure of secret price coocessions in this case is more likely 12 promot immadiats

reaction than would knowledge of price concessions to smaller. insigpifiesg fiimg
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it follows that rather thasm risk an unprofitable price batle firms may cease

offecing coucsssions.

it is aot in the loog-run interest of the (irm coosidering price

concessions 1o initiaie price cuts which would lead 1o lower market prices generally

or ruinous price wars, I knowledge of price concessions leads other sellers 1o

reduce price accordingiy, the price-cutting firm will lose the marke: share

advantage it could have gained through secret price shading. Industry profis will

be lower due to ithe lower price levels, Therefore, givea that any price concestions

will bs disclosed, the most profitable strategy is more likely to be to refrzia from
offering price concessions. Eliminating opportunities for secret actior (by disclosing

price, for ezampls) wouid greatly reduce the incentive to oligopolists to offer price

CONC22310NS.

IV. MARKET EVALUATION

Afier reviewing the theoretical criteria used by economists !0 evaluate
market structusé with FPL personnel knowledgeabls in the aresa of [ossil-fuai
procuremment, | requested and was provided with essential market data opecessary o
analvze the wmarkaet im which FPL purchases No. 6 fuel oil (resid). These damna,
together with other pubiished information, wers used to determine the structure of
the mackat.
A. ¥iackat Structurs

The prodest—ss=isr consideration is resid and its primary purchasers are
utilities, FPL is lccaied in the Southeast and, because of its geographical locatien,
purchases 7esid primarily from refineries in the Gulf Coast ares or the Caribbean.
Transooitatios coss limit the market to these areas, although it may be possible io
pick up distieised cargoes from other locations oa the spot market. Other m2jor

purchasers of esid ‘‘rom the Guif Coast and Caribbean are utilities ia the
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Northeast. Dus 10 the additional

transportation costs, however, utilities iz the

,,,,,, would e unlikely t0 purchase resid from northeastern refineries. The

Northesst does 24t Rave adequate reficery capacity 10 meet the demand iz that area
and i1, therefore, & et imporier of resid from the Guif Coast and foreign suppliers.
Therefore, the Mortheusi and Southeast are separate, but related, markets.

FPL purchasas resid ia very large quantities, usually in barge or ship loy

(100,000 10 200,000 bSarreis or more). in 1986, FPL purchased 25.460.6)7 barrels of

low-suifur regid, the majority of which (68 perceat) was under medium-term (one-
10 two-vear) contracis. The remainder was purchased on the spot market. Thers

are very fow buysss of resid in the market who purchase quantities approaching the

levels consumad by FPL. Tabie | shows the relative size of purchases for the

major consuming utilities in the Southeast and the Northeast. Of the 10 utilities
who had purchases of more tham 500,000 barrejs par month for the July through
September 98¢ pariod, FPL is cieariy the single most important buyer in terms of
size. Qnly dne of *Ae cther utilities is located in the Southeast.

The eatry ieQuirements for sellers in this market are substantial. Sellers
must be capabls of mestiag ali of the utility’s specifications including quantity and
quality (for example, maximua suifur, ash and water conteat). Suppliers must either
refline or gather 3ad Slsad carjoes from refineries to marketable specifications.

The capitsl requirements associated with building or buying a refinery are
certainly substantisl. Aaothes viabie option for eatry into this market would be s
a reseller. Dleadss of trader. All of these participation levels would regquire 3
financial position ia the oil 10 e sold. At this level, the entrant would gsther
cargoes from refiners or other traders and blend (if required) to markenbls
specifications. The primary facilities requirement would be storage tanks to hold oil

for resale o¢ 10 blead csigoss. Assuming the entrant intends to sell to gtilities,

nera
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the minimum purchass quaatity would be approximately 100,000 o0 110,000 barrels.

This would repressat ooe durgs lot. 2 is poisible 10 lease tanks with agitators for

biending. The most flezible 2pproach would b t0 leass a 250,000 barrel tank. This

would accommodate two barge losds or one medium capacity vessel. The cost for

250,000 barreis of leased jtorage would be approximately $0.01 per barrel per day or

$0.30 per barrel per month. Total tack cost (assuming full urilization) would bde

approximaiely $75.000 por month,
The prospective resellss would also need 10 have opea lines of credit to

finance oil purchases uotil payment was received (rom the customer. Assuming the

entraat intended t0 move & migimum of 1,000,000 barrels per month, it would be
necessary Lo finance appiroximately $18.00C.000 for 335 10 40 days.

Although the curreat bsrriers w0 entry into this market as a refliner or
reseller are substantisl, they would %6 evem higher except that the depressed state
of ihe oii industry has created surplus refinery capacity and increased the storage
tank capicity available for luase. The cost of these facilities will increase as the
oil iadustry improves and the current surplus availability diminishes. Thus, it is
reascaabie (o anticipste that future eatry coaditions will be more, rather than less,
restrictive.

A new company could aiso ecoter the market as a broker selling small
cargo lots to wtilities. Ta thim cuss, the bSroker would oot have 10 take a financial
position with the produet and would 3¢t & a middleman between refiners aad/or
resellers and customers, The peimaury barrier to eotry at this level would bde the
need ic have establithed coatacts with refinecs, traders and potential customers

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

an entéring company expects to mske utility sales, For example, FPL has informad
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me that they are hesitant t0 deal with s broksr who does not actuslly hold e to

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

Table 2 presents a list of currently active (irms capable of woolying

resid to the southeastern utility market om a cootract basis. This |ist represcaws

the firms preseatly capable of supplying the southeastern utility market. Some of

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

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

sulfur requirement, Lagoven S.A. is oot a preseat supplier to FPL. bus could supply

other area utilities with less restrictive sulfur specifications. Lagoves refing

Venezuelan crude oil which has a high-sulfur conteat. Others, such a3 Sergesat Qil

and Gas Company and Torco Oil Company. sell primarily to US., Guif Coust

resellers, bdut could supply utilitiess that have their own transportatioa and bduy in

sufficiently large quantities. [Io itt last request for bids t0 supoly requirements (or

1987 and/or 1988, F?E. received 12 oroposals, Under circumatances whais oniy

-«
»
=

20 firms compkte for sales in a market dominated by 2 few large purchasers, e
firm will be concerned with the actions or potential reacticas of 3 rivals, The
loss of a large sale, such a3 am FPL cootrasct. would undoubtsdly have = sinilicast

effect on the market share of that firm.

Some refliners or reseilers. though oot ordissrily capable of or willing 0
commit the resources necessary 1o meet utility specificstions ia order 0 Compsts in
the contract market for low-sulfur resid. may be potential jpot market supplisrs.
Table 3 lists firms in this category. The oumber of firms in this category is also
small enough that they must be aware of and consider the prices offerad Dy the
others in their decisionmaking process.

The primary characteristic which distinguishes oligegelistic [arkel o e

interdependence of the sellers in the market. Clesrly. in view of he Clajviiy
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V.  CONCLUSION

Theory pradicts that 10 the extent fuel supplies and services are

purchased ia oligopolistic markews, pubdlic disclosurs of detailed pricing information

will greatly limit opportugities for gecrst price concessions, This theory i3 evea

stronger when applied to a large buyer in relstioa 10 the size of the market. My
analysis of the actual muarket indicaten that FPL is a very large buyer purchasing

fuel oil in an oligopalistic market =hsrs interdependence is s key charcteristic. i

follows that the expected coasequence of sreater disclosure of the details of {uel

transactions is fewss prico coacessions. Price coocessions ia fudl contracty resuii

in lower overall electricity cout o ratepavers. Consequeatly, publie disclosure is

likely to be detrimunta! to FPLaI id i ratepayers,

amm oY

PAMELA J. CAM

Swora befors me thia &#‘" day of March, 1987 ia the District of
Columbia.

NOTARY PUBLIC

g
My commission eagim/ﬁ;ﬁf éd/‘ /7 3 /
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NORTHEASTE

RN AND SOUTHEASTERN
UTILITIES CONSUMING APPROXIMATELY
500,000 BARRELS ¥ g PETROLEUM pPER MONTH

July through September 1988

—Lility/Moneh

Florids Power and Lighe
Compazy

July

Auguse

Sepiembes

Cana! Elecirie Company
July

August

Cenl' "'Uu'“}ﬂ Gas and
Electric Companay
Ju:y

Connascticyi Light apd Powee
Company
Aupust

Consolidsted Edisan Compaay of
New York

July

August

Sgpnm S i

Number of
D.ln.grv
—Points T
(1) (2)
1 Florida
9 Florida
9 Florida
1 Massachusetts
l Massachuseiis
2 New York
2 New Yoek
2 New York
| Hlisoi
k] Connecticut
9 New York
K New York
| New ¥York

nera

L.29¢
5,302,

868,000
me
1,963,556

902,000
1,012,800
—L K8
2,508,006

547,700
§96,000

1,220,000
848 000

3,143,058

TABLE |
Page | 5¢ 2

Averige
Sulfur
Lonigie
(Perces)
(¢)

083%
03¢
o8

._._._-
| TR
b o pa

0.67

0.9

0.29
0.29
0.2s




NORTHEASTERN AND sOU
UTILITIZS CONSUMING
500.000 2ARREIS PrLyS 2

"L
A B [ W _rowes
ATPROX

July through September 1988

Number of
. Delivery
—LUlility/Month ~Poigts . ___State
(1 (2}

Florida Power Corporation

July 7 Florida

Septermber ? Flerida
Long Isiand Lighting Company

July 4 New York

Auguit 4 New York

Septembar 4 New York

New England Power Company
July

2 Massachusetts
Septetnber 2 Massachyserrs
Peansylvania Power and Light
Company
July 6 Peaasylvazis
August 6 Pesssyivaais
September 6 Peassyivaais
TOTAL
Source:

US. Department of Energy, Enersy lnformstios
Bowys Quarterly Table !4, Third Quaries 1933,

THEASTERN
iMATELY
STROLIUM PiR MONTH

730,500
—842.900

EPRE v

1,499,000
1,635,000
A0
4,003,00n

591,000
842,900

1,834,000

506,000
1,393,000
07,000
2,50670¢0

23,576,500

TARLE )
Pugs 2 oi 2

Aversge
Suifur
Lonssat
(Percent)
(4)

1.25%
I.1e

220
2.206
2.30

0.91
.89
0.39

Admisistration, Eleciric




POTENTIAL SOUTHEAST RES
LONG-TERM CONTRACTS

Active Cgmﬂnx

Amerads Hess Corporation

Amoco Qil Company

Apex Qil Company

B. P. Nores Amaricy

Belcher Qit Compuay

Challenger Petroleym (USAJ, Inc.
Chevres Iatecpationai Gil Compsay
Clarendoa Marketing, Inc.

Eastern Seahoar Pevdieum Company
Globa! Petzaleum Corporiiica

Hill Perrcieum Company

Koch Fusls, Inc.

Lagoves S A,

New Englzad Petraleum Compaany
Petrobras (Brazil)

Phidre Distributors Corporation
Scalleg Patroleum Coaipagy
Sergeeat Oil and Gy Cotnpgay, inc.
Stinnes Iatecuil, Ine.

Sua Oi} Trading Company

Tauker Dil Compagy

Torco Qil Compeay

Loag-Term
Trausportation
Reliner
(1) (2)
Yes Yes
Yes Yes
No Yes
No Yes
No Yes
No No
No Yes
No No
No No
No No
Yes No
Yes No
Yes Yes
No No
Yes Yes
No No
No Yes
No No
No No
Yes No
No No
No No

ID SUPPLIERS

Current or
Previoug
dipolier of FPL

(3)

Yes
No
Yes
Yes
Yes (current)
No
No
No
No
No
No
No
No
Yes
No
No
Yes (current)
Yes
Yes (cusrear)
No
No
No

Source Data provided by Florida Power aad Light Company.
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POTENTLLL SOUTHEAST RESID SUPPLIERS
SPOT MARKET

Long-Term
‘ Transportation
Active Company Refiner (Qwn o Lease)

(&

Amerada Hegs Corporatioa

Yes Yes
Ame<o OQii Company Yes Yes
Apex il Compaay No Yes
B.P. Ntk Amasica No Yes
Belcher Git Comoany No Yes
Chaiieagsi Peiicleum (USA), Ine. No No
Chevion Internations! Oil Compsay. inc. No Yes
Clareadon Marketing, lae, No No
Easiars Sesboard Patzoleum Company No No
Hill Petssieum Company Yes No
Koch Fuels, lae. Yes No
Lagoves S.A. Yes Yes
New England Petroleum Company No No
Phisre Disizibucors Corporytioa No No
Scaiion Petroleum Compaay No Yes
Sergeant Oil andd Gas Compaay, Inc. No No
Taubes Gi! Company No No
Transworig Oil {LISA) Ine. Yes No

Sice Data provided by Florida Power and Light Company.
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ATTACHMENT E

BEFORE THE

FLORIDA PUBLIC SERVICE COMMISSION

STATE OF FLORIDA) ss AFFIDAVIT
COUNTY OF DADE ) Docket No. 840001-El

Befors ms, the undersigned authority, Eugene Ungar appeared, who being duly sworn
by me, said and testified.

My riama s Sugsne Ungar. my business address is 9250 W. Flagler Street. Miami, Florida 33174.
| am gmoioysd by Florda Powar & Light Company ("FPL") as a Principal Fuel Analyst in the Business
Systems Depariment. ! received a Bachelor's Degree in Chemical Engineering from Cornell University in
1872, in 1574, | rqomived 3 Master's Degree in Business Administration from the University of Chicago.

From 1974 ic 1984, | was employed by Mobil Oil Corporation where | served as a Senior Stalf
Coorginator and Suparvisor in the Cornorate Supply & Distribution Department, and the Worldwide Refining

and Markating Division's Strategic Supply Planning and Controller's Departments in positions of increasing

In Januvare of 1985, | jcined FPL as a Senior Fuel Engineer and was responsible for the fuel price

forscasting and fuskrelated planning projects

In January of 1988 | was oivan the added responsibility for being Team Leader for FPL's Forecast

Review Board Task Team.
In Seplember of 1288, | was named Principal Engineer

In Juns G! 1589, | was given the added responsibility for the Regulatory Services Group in the Fuel

In July 0! 1591, | was named Principal Fuel Analyst.

| navs reviewed the afidavit of Dr. Pamela J. Cameron, dated March 4, 1987. The conditions cited
in Or. Cameron's atfidavit. that led to her conclusion thal the market in which FPL buys fuel oll is
GIQGpONstic,
are stit rus today. Thne reasons for this are as lollows:;

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

@

e pof ragidual fue! oll purchases for the major consuming utilities in the Southeast and the
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Ungar Athdavit
Page 2

Northeast. Of the 10 utilities who had residual fuel oil purchases of more than 6 million barrels

in 1990, FPL s clearly the single largest buyer. especially in the Scutheast
B. Table 2 attached hereto is an updated version of Dr. Cameron's Table 2 (Contract Supplers)
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 difterentiation of suppliers between the contract and spot (one delivery
contract) markets. Since some of these suppliers cannot always meet FPL's suttur
specifications, the list of potential contract suppliers to FPL is somewhat shorter. In 1986, there
were 23 potential tuel oil suppliers to FPL; in 1991, there are currently 27 potential tuel oil
suppliers. In its current request for bids to supply a portion of FPL’s fuel ol requirements under
contract for the 1991 through 1993 period. 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 rivals.
The intormation shown in columns P and Q of the 423-1(a) report includes information on the
terminaling and transportation markets and the 1uel oil volume and quality inspection market. In 1987, FPL
was only able to find eight qualiied parties with an interest in bidding terminaang and transportation
services. Of these, four responded with transportation proposals and six with terminaling proposals. Due
1o the small demand in Florida for both of these services. market entry 1s difficuit. 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 charactenstics of an oligopoly. Due to the
hmited number of fuel terminal operations, there are correspondingly tew requirements for fuel inspection
services. In FPL's last bidding process for petroleum inspection services in 1991, only five qualitied tidders
were found for FPL's bid solicitations. Consequently, disclosure of the contractual information (i.e., prices.
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 ot FPL's prices tor residual (No. 6) fuel oil delineated in Dr.

Cameron's affidavit. That is, pursuant to economic theory, disclosure of pricing information by a buyer in




Ungar Affidavit
Page 3

an oligopolistic market is likely to result in a withdrawal of price concessions to that buyer, thereby impainng
the buyer's abilty to negotiate contracts in the future

The adverse eftect ot making information ot this nature available to suppliers is evidenced by the
ol iIndustry's reaction to publication of FERC form 423. That form discloses a delivered price of fuel oil.
Because of the iryportance of this information to fuel suppliers, several services arose which compiled and
sold this nformation to suppliers that are only too willing to pay. We expect that a similar “cottage
industry” would develop if the FPSC 423-1(a) or 423-1(b) data were made public. Therefore, the publication
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 proprietary confidential business information. Access within the company to this information is
restnicted. This information has not. to the best ot my knowledge, been disclosed elsewhere. Furthermore,
pursuant to FPL's tuel contracts. FPL i1s obligated to use all reasonable eftorts to maintain the confidentiality
of the information identified as confidential in Attachments A and C of FPL's Request for Specified
Confidential Classification.

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

FPL typically negotiates new residual (No. 6) fuel oil contracts and fuel related services contracts
prior to the end of existing contracts. However, on occasion some contract negotiations are not finatzed
until after the end of the contract period of existing contracts. In those instances. the new contracts are
typically negotiated within the next six months, Consequently, it is necessary to maintain the confidentiality
of the information identified as confidentiaion FPL's Form 423-1(a) or 423-1(b) for six months atter the end
of the individual contract perod the informaiion relates to.

With respect to residual (No. 6) tuel oil price 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 tuel oil is purchased are fulfilled upon delivery, FPL requests lhe price information dentified as
confidential in Attachments A and C of FPL's Request for Specified Confidential Classification be kept
confidential tor a period of six months after the delivery. Six months s the minimum amount of time
necessary for confidentiality ot these types of purchases to allow FPL to utiize its market presence In
gaining price concessions dunng seasonal fluctuations in the demand for residual (No. 6) tuel oil.
Disclosure of this information any sooner than six months after completion of the transaction is reasonably
likely to impair FPL's ability o negotiate such purchases

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

In addition, this atfidavit 1s in support of FPL's Request for Confidential Classification of No. 2 tuel
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 Classitication is proprietary confidential business information as
that term is defined in §366.093, F.S. As such, disclosure of this contractual data would impair FPL's ability
to contract for No. 2 fuel oil on tavorable terms in the future.

No. 2 tuel oil i1s purchased through a bidding process. At the request of the No. 2 tuel oil suppliers,
FPL has agreed to not publicly disclose any suppther's bid. This non-disclosure agreement protects both
FPL's ratepayers, and the bidding suppliers. As to FPL's ratepayers, the non-pubhc bidding procedure
provides FPL with a greater vanation in the range ot bids that would otherwise not be available it 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 ehminating
the possibility that one supplier mighl, based on his economic situation, come In substantially lower than
the other suppliers. Nondisclosure likewise protects the suppliers from divuiging any economic advantage
that supplier may have that the others have not discovered.

The No. 2 fuel oil pricing information appearnng on FPL's Form 423-1(a), for which confidential
classification 1s sought, should remain confidential for the time period the contract 1s in effect, plus six
months. Disclosure of pricing information during the contract period or prior 10 the negotiation of a new

contract i1s reasonably likely to impair FPL's ability to negotiate future contracts as described above
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FPL typicailly negotiates its No. 2 fuel oil contracts prior to the end of such contracts. However, un

occasion some contracis are not negotiated until after the end of the current contract period. In those

instances the contracts are typically renegotiated within six months. Conseguently, it is necessary to

information any sooner than six months after campletion of the transaction Is reasonably kkely to impair

FPL's ability to negotiate such contracts,

Further affiant sayeth naught

V.

Pl v oM

Eugarré Ungar

State of Florida )

) S8
County of Dade )

N
The foregoing instrument was acknowledged before me !hasé’: J‘_' _ day of Aprl, 1894 in Dade
County, Florida by Eugene Ungar, who is_personally known to me and who did take an oath

]

P Ve
MW\ LG ol V'S
Signature of Notary

) P r v f F ! .
,_FA,;J;,'J, EL,A",, L !‘ o ( ‘,, :
Name of Notary

— NOTARY PUBLIC. STATE OF SLORIDA,
Senal Numbg!“;:onmsslon EXPIRES: JUNE 27, 1994,

ED THAU NOTARY pPUBLIC UNDERWRITEAS.

Notary
Public Title

SO R e—
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NORTHEASTERN AND SOUTHEASTERN
UTILITIES PURCHASING APPROXIMATELY
6 MILLION BARRELS PLUS PETROLEUM IN 1991

Average
Sultur
—\tilityMorth _State —Bamels Lontent
(000) (Percent)
Flonda Power & Light Florida 31,782 1.2
Company
Boston Edison Company Massachusetts 6.871 0.73
Canal Electric Company Massachusetts 10.286 2.1
Central Hudson Gas and New York 10,008 1.3
Electric Company
Connecticut Light & Power Connecticut 7.578 0.85
Company
Consolidated Edison New York 11.864 0.26
Company of New York
Florida Power Corporation Florida 10.112 1.49
Long Island Lighting New York 14,038 0.87
Company
Niagara Mohawk Power New York 6.924 1.21
Corporation
Source; U.S. Department of Energy, Energy Information

Administration, Electrnc Power Mongnly. Aofil 1992, Table
65.




Active Company

Amerada Hess Corp
BP North America

Chevron International Oil Co.

Clarendon Marketing, Inc.
Clark Oif Trading Company
Coastal Fuels Marketing, Inc
Enjet Inc,

Global Petroleum Company
Internor Trade, Inc. (Brazil)
John W. Stone Oil Dist.
Koch Fuels

Kerr McGee

Las Energy Corp.

Lyondell Petrochemical Co.
Metallegeltschaft Corp.
Northeast Petroleum
Petrobras

Petrolea

Phibro Energy Inc.

Rio Energy International
Stewart Petroleum Corp
Stinnes Interoil, Inc

Sun Oil Trading Company
Tauber Oil Company
Texaco

Tosco Oil Company
Transworld Oil USA
Trintoc

Vito! S.A. Inc.

Source: Data provided by Flonda Power & Light Company (April 8, 1994)

Note: 1) This table serves as the list for both contract and spot suppliers (Table 2 & Table 3)

TABLE 2
POTENTIAL SOUTHEAST RESID SUPPUERS

Refiner

YES
YES
NO
NO
NO
NO
NO
NO
YES
NO
YES
YES
NO
YES
NO
NO
YES
NO
NO
NO
NO
NO
YES
NO
YES
YES
YES
YES
NO

Previous
Supplier of FPL
_Contract/Spot

YES/YES
YES/YES
NO/YES
YES/YES
NO/YES
YES/YES
YES/YES
NO/YES
NO/NO
NO/NO
NO/YES
NO/YES
NO/YES
NO/NO
NO/NO
NO/NO
NO/NO
NO/YES
NO/YES
YES/YES
NO/NO
YES/YES
NO/NO
NO/YES
NO/YES
NO/YES
NO/NO
NO/NO
NO/YES




CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of Florida Power
& Light Company’s Request for Confidential Classification of the
Form 423=-1(a) for January, 1994, was forwarded to the Florida

Public Service Commission via Airborne Express,

and a copy of the

Request for Confidential Classification without Attachment A was

mailed to the individuals listed below,

April, 1994,

Barbara A. Balzer

Florida Public Service Commission
101 East Gaines Street

Fletcher Building

Tallahassee, FL 32399

John W. McWhirter, Jr., Esquire
Joseph A. McGlothlin, Esquire
Lawson, McWhirter, Grandoff & Reeves
201 East Kennedy Boulevard

First Southern Plaza, Suite 800
Tampa, FL 33601

G. Edison Holland, Esquire
Beggs & Lane

P. O. Box 12950

Pensacola, FL 32576

Major Gary A. Enders USAF
HQ USAF/ULT, STOP 21
Tyndall AFB, FL 32403-6001

Robert S. Goldman, Esquire

Vickers, Caparello, French & Madsen
P. 0. Box Drawer 1876

Tallahassee, FL 32302

Mr.

Prentice P.

all on this 14th day of

ruitt

Florida Public Service
Commission
101 East Gaines Street
Fletcher Building

Tallahassee,

Jack Shreve,

Robert Langford,

Office of Pubplic

624 Fuller Warren
202 Blount Street
Tallahassee, FL

Lee L. Wills,

Q
-

James D. Beasley,

Ausley,

McMullen,

FL 32399

Esquire

Esquire
Counsel
Building

2301

Esquire

Esquire
McGehee

Carothers & Proctor
P. O. Box 391

Tallahassee,

Lee G. Schmudde,
Reedy Creek Utilities, Inc.

P.

0.

Box 40

Lake Buena Vista,

James A. McGee,;
P. O. Box 14042

St.

Peterspurgqg,

.
E

FIL

FL 32302

Esquire

FL 32830
squire

33733




Zori ¢. Ferkin, Esquire
Sutheriand, Asbill & Brennan
1275 Pennsylvania Avenue, N.W.
8th Flioor

Washington, D.C. 20004

Anthony 5. Tummarello

Director of Enargy

Occidental Chemical Corporation
5005 LBJ Fresway
P. O. Box 803¢CSC
pallias, TX 75280

SHF/ssk

Certif2. jan

_________-----IlIllllIlIIlllllll.llllllllllllllllIIIIIIIIIIIIIIII----

Josephine Howard stafford
Assistant City Atterney
315 East Kennedy Blvd.
Tampa, FL 33615
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Steven H. Feldman




