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AIRBORNE EXFRESS "
Juna 13, 1994

Ms. Blanca Bayo, Director
Diviasiori of Records and Reporting
Florida Public Service Commissicn
101 Fast Gaines Street

Fletcher Puilding

Tallahassea, Florida 32299-0850

Re: Docket No. 940001-BI

Deax Ms. Bayc:

Enclosed for filing with the Commissicn in Docket No. 940001-EI are
the ifoliowing:

FPL’8 Reguest for Confidential Classification. Fifteen copies
of FPL’s Rsguest For Confidential Classification of Certain
Information Reported on the Commission’s Form 423-1(a) with
Attachments B8, C, D and E are enclosed., The original Request
for Confidential <Classification of Certain Information
Reported on the Commis=ion’s Form 423-1(a) with Attachments A,
B, C, Dand E is c . Pleage note that Attachment A is
an unedited ¥Form 423-1{a) and therefore needs to be treated as
confidential.

a»—-

If you have any questions regarding this transmittal or the

information filed hesrewith, you may contact me at (305) 552-2724.

Sincerely,

g/é“n I3 ;@&(m

Steéven H. Feldman

Attorney
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Enclosuras ). LY.

-*
FFSC-BUKEANI

Letiard . Apv

an FPU Grows company . UJSOb “'”,Qg

, "' ¥ > pac - _—




BEFORE THE

PUBLIC SERVICE COMMISSION

In re: Fuel and Purchased Power
Cost Recovery Clause and Generating
Performance Incentive Factor

Docket No. 940001-EI

REQUEST FOR CONFPIDENTIAL
CLASSIFICATION OF CERTAIN INFORMATION
REPORTED ON THE COMMISBSION’S8 FORM 423-1(a)

Pursuant to §366.093, F.S. and Florida Administrative Code
Rule 25-22.006, Florida Power & Light Company ("FPL") requests that
the Florida Public Service Commission ("Commission") classify as
confidential information certain information reported on FPL’s
April, 1994 423-1(a) Fuel Report as delineated below. In support

of its request FPL states:

b FPL seeks classification of the below specified
information as proprietary confidential business information

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

(3) & * * Proprietary confidential business
information includes, but is not limited to:

(d) Information concerning bids or other
contractual data, the disclosure of which would impair
the efforts of the public utility or its affiliates to
contract for goods or services on favorabie terms.
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2. In applying the statutory standard delineated in paragraph

1, the Commission is not required to weigh the merits of public
disclosure relative to the interests of utility customers. The
issue presented to the Commission, by this pleading, is whether the
information sought to be protected fits within the statutory
definition of proprietary confidential business information,

§366.093, and should therefore be exempt from §119.07(1).

3. To establish that material is proprietary confidential
business information under §366.093(3)(d), F.S., a utility must
demonstrate (1) that the information 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 latter 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 disclosure is "reasonably likely" to impair

the contracting for goods or services on favorable terms. See

Order No. 17046, 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 April, 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 April, 1994 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 3justification
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
R t F confidential Cl £ { : tain

’

Information Reported On The Commission’s Form 423-
1(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 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
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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 oil information
FPL seeks 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 in the Southeastern United States and that
market is an oligopolistic market. See Cameron and 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 other 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 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 described in E. Ungar’s affidavit.

9. The Commission need only make two findings to grant

confidential classification to the No. 6 fuel o0il information




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

(a) That the No. 6 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 reasonably likely to be impaired by the
disclosure of the information identified because:

(i) The markets in which FPL, as a buyer, must procure
No. 6 fuel o0il, terminaling and transportation
services, and fuel inspection services are
oligopolistic; and

(ii) Pursuant to economic theory, a substantial buyer in
an oligopolistic market can obtain price
concessions not available to other buyers, the
disclosure of which would end such concessions,
resulting in higher prices to 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 o0il. 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 fuel oil. The range of bids
is expected to converge on the last reported public price, thereby
eliminating the probability that one supplier will substantially
underbid the other suppliers based upon that supplier’s own
economic situation. See Ungar affidavit. Consequently, disclosure

is reasonably likely to impair FPL’s ability to negotiate future

No. 2 fuel oil contracts.




11. FPL requests 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 ability to procure No. 2 fuel oil is
reasonably likely to be impaired by the disclosure
of the information identified because:

(i) the bidding process through which FPL obtains
No. 2 fuel oil is not reasonably expected to
provide the lowest bids possible if disclosure

of the last winning bid is, in effect, made
public through disclosure of FPL’s Form 423-

1(a).

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 that the information for which FPL seeks
confidential classification not be declassified until the dates
specified in Attachment C. The time periods requested are
necessary to allow FPL to utilize its market presence in
negotiating future contracts. Disclosure prior to the identified
date of declassification would impair FPL’s ability to negotiate
future contracts.

14. The material identified as confidential information in
attachments A and C is intended to be and is treated by FPL as

6
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private, and has not otherwise been publicly disclosed to the best

of FPL’e knowledge and belief.

WHEREFORE, FPL respectfully requests that the Commission
classify as confidential information the information identified in

attachments A and C which appears on FPL’3 unedited Form 423-1(a).

Respectfully submitted,

‘/!/é\l\ [/(_2 % ‘“}U'ﬁ £

Steven H. Feldman

Attcrney

Florii: ®-wer £ Light Company
P. C. Box 0229100

Miami, Florida 33102-3100
(305) S552-2724

Florida Bar No. 0869181

Datg: June 13, 1994

NobFuel . frm




o DITED CCPY

FPeC FORM N0 . 020 Lia)
MONTHLY PEPOPT OF CUST AND QUALITY OF FUEL TIL FOR ELIETRIC PLANTS

DETAIL OF INVCICE AND TRANSPORTATION CHARGES

1. PREPOPTING MONTH: APPIL VEAR: 1994 ). NAME, TITLE, & TELEPHONE NUMBER OF CONTACT PERSCHN CONTENWMING DATA
SINIMI PTED Ol THIS FCRM: K. M. DUBIN. n?‘umn AFFAIRS, 1305) SS2-4910
2. REFORTING COMPANY . FLORIDA PWER & [ IGHT COMPANY 1. SISHATURE OF OFFICTAL SUBMITTING #EPORT ut;’_ I -L! OV N
S. DATE COMPLETELY 20 May 93 -4 j

(A) 8! ) 7] {E) IF) 1G) IHI (0 ) (14} fL) (L1 I (7] el g L 2]
LINE PLANT PELIVERY DELIVEPY TYPE VOLUME INVOICE INVOICE DISCHT HET AMT NET PPICE QUALITY EFFECTY. TPANSP. ADD'L  OTHEP DELIVEPEL
M. NAME SUPPLIEP LOCR TIOH DATE oIL (BBLS) PPICE AMNOUNT 1$) (£ (S/BBL) ADJUST. PUR PRICE TO TEPM TPANE CHGS CHARGES PRITE
“rew omas e mmeewEas EEa e cmsns tepmBL) 8 - - (§/88LI 1§/8BL! ($/BEL) 1S/BRAL) (S/88L) IS oMl
I CAPE CAMAVEPAL BEIWET POPT CAMAVEPAL 04/0).34 FU6 167950 6. 5004 11,2474

2 CAPE CANAVERAL BENWET POPT CTANAVEPRAL 04/12/94 FOs 169322 0.0001 11126

1 MAPTIN ENET PORT PALN BEACH 04:21.74 FO4 146825 0.000¢ 15.3849

4 MAMATEE BWET FOPT MAMATEE 04/21/94 FOB 235829 0.000¢ 13.9470

S CAPE CANAVERAL BNJET PORT CANAVEPAL 04/21/94 P26 235906 0.000¢ 13,5304

6 PORT EVERGLADES STINNES POPT EVERGLADES 04/01:94 FO6 147890 f.000¢ 11.938)3

7 TURKEY POINT STINNES FISHEP I[SLAND 04,0594 FO6 113579 0.0000 12.TaNe

8 TURKEY PCINT STINNES FISKER ISLAND 04/10/94 FO6 157277 0.0000 1).8694

9 PORT EVERGLADES STINNES PORT EVERGLADES 04/12/94 P06 7178S 0.0000 13.05%3
10 SANFORD viTOL JACKSONVILLE 04/01,94 POA 224424 0. 800¢ 12.7104
11 SANFORD vITOL JACYSONVILLE 04/21/54 POS 247220 DO 1).3006
12 POPT EVERGLADES BAYWAY PORT EVERGLADES 04/11/94 PO6 156712 0.0ud0 12,723
13 MANATEE COASTAL PORT MANATEE 04/26/94 FO® 220217 0.0000 13.4020
14 MANATEE ENJET PORT MANATEE 04/27:94 FO6 015) 0.0000 14.0820
1S MAMATEE ENVET PORT MAMATEE 04,20/94 FI6 244452 0.0000 1) . 9920
16 RIVIERA JARON PORT PALM BEACH 04/08/94 FO6 115604 0.0000 11.201%
17 MANATEE JARON PORT MANATEE 04/16/94 FO6 120401 0.0000 12.7920
10 PORT MYERS JARON BOC» GRANDE 04/19/96¢ FO6 112108 0.0000 12:912)3
19 TURKEY POINT JARON FISHER ISLAND 04/19/94 FO6 118048 0.0000 13.93)6
20 MARTIN JARON PORT PALM BEACH 04/26/9¢ FO§ 1201328 0-0000 14.60%9
21 PORT MYERS RIO BOCA GRANDE 04/02/94 FO6 112410 0.0000 12.122)
22 MANATEE RIO PORT MANATEE 04/03/94 PO6 10)407 0.0000 12.3320
23 PORT MYERS RIO BOCA GPANDE 04/10/94 PO6 110872 0.0000 12:2721)
34 PORT EVERGLADES RLIO PORT EVERGLADES 04/13/94 FO8 104603 0.0000 13,373
2S5 MANATEE RIO PORT MANATEE 04/14/94 PO6 240309 0.0000 1).6420

FPBC PORM NO. 423-1(a) (04/94)
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ATTACHMENT C

Docket No. 940001-E!

May, 1994

Justification for Confidentiality for April, 1994 Report:

EQRM LINE(S) COLUMN BATIONALE
423-1(a) 1-36 H (1)
423-1(a) 1-36 l (2)
423-1(a) 1-36 J (2), (3)
423-1(a) 1-36 K (2)
423-1(a) 1-36 L (2)
423-1(a) 1-36 M (). (4)
423-1(a) 1-36 N (2), (5)
423-1(a) 1-36 P (6). (7)
423-1(a) 1-36 Q (6). (7)
423-1(a) N/A H.I,K.L,N.R  (8)

- Rationale for confidentiality:

(1)  This information is contractual information which, if made public, "would impair the
efforts of {FPL} to contract for goods or services on favorable terms.” Section
366.093 (3) (d), F.S. The information delineates the price FPL has paid for No.
6 fuel oil per barrel for specific shipments from specific suppliers. This information
would allow suppliers to compare an individual supplier's price with the market

quote for that date of delivery and thereby determine the contract pricing formula
between FPL and that supplier.

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




(2)

(3)

(4)

(5

(6)

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 fuel oil prices and therefore increased electric 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 identify the No. 6 fuel oil market as an oligopolistic
market in the Southeastern United States. As Dr. Cameron's affidawvit 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 ot 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 tuel 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 confider.tial for the reasons stated in paragraph (1) relative to price
concessions.

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 itselt and is therefore contidential for the
reasons stated in paragraph (1) relative to price concessions.

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).

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 effective purchase price of oil (columns H and
N) by subtracting these columnar variables from column R.




T T e

(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 qualitied 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 J
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 tor petroleum inspection services.

(8) This information is contractual information which, if made public, "would impair the |
efforts of [FPL] to contract for goods or services on favorable terms.” Section
366.093 (3) (d), F.S. The information delineates the price FPL has paid for No.
2 tuel oil per barrel tor 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 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-disclosure likewise protects the suppliers from divulging

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




Date of Deciassification:

EFORM LINE(S) COLUMN DATE
423-1(a) 1-5 H-N 3/16/95
423-1(a) 6-9 H-N 10/30/94
423-1(a) 1011 s H-N 3/15/96
423-1(a) 12 - 36 H-N 10/31/94
423-1(a) 1-36 P 3/31/99
423-1(a) 1-36 Q 06/30/96
423-1(a) N/A H |, K, L, N, R 03/31/95
Rationale:

FPL requests that the contidential 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) for 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
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 price

4




concessions during seasonal fluctuations in the demand for 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.

The No. 2 fuel oil pricing information appearing on FPL's Form 423-1(a) or 423-1(b), for
which confidential classification is sought, should remain confidential for the time period
the contract is in effect, plus six months. 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 negotiates its No. 2 fuel oil contracts prior 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 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.



ATTACUMENT B

BEFORZ THE

FLORIDA PMUSLIC SERVICE COMMISSION

AFFIDAVIT

DISTRICT OF COLUMSBIA Docket No. £70001-EI

St W -
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Beiord me, the¢ undersisnod authority, Pamela J. Cameron appeared, who
being July 1wors by @e. nid aad tantified:

L. INTRODUCTICN

My ocsme i3 Pamels J. Cameron; my butiness address is 1300 M Street,
N.W., Suits 500 South, Washisgron, D.C. 20038, [ am employed by the National
EcoGomic Research Assacistss. Ine. (NERA) 23 3 Senior Analyst. | received my BS.
in Business Admisistratioa frem Texas Tech University in 1973, my MA. in
Eccnomict from the Usivemity of Okishoma ia 1976 and my PAD. in Economics
frem ths Ugiversity of Oklshems in 1988. My major fields of study have been
Industriai Organizatics, Public Fizance sad Ecosometrics.

Since 1982, | have beezs semployed by ecosomic and regulatory consulting
firms providing services miatiag w utility reguiation. [ have directed numerocus
picjects inclsdiag marksd asslysis, gas acquisition and cootract aegotiation, and
alternative fusls gvaluatics,

I have besu asked by Florida Power and Light Company (FPL) to evaluate
theé market in whick FPL buys fuel oil and o determine what impsct, if any, public
disclosurs of certaio fuoel transactioa dama je likely to have oa FPL and in
raiepaysrs. Specitically. the data | will address is the detailed prics information

reportad oe Fiorida Public Service Commission Form 423s.




The impact of public disclosurs of price iaformation depeads oa the

structure of the markets iavolved. ia ihe following sections | discuss the ecomomic

framewors for aveluatiag the structure of markews, the role of disclosurs ia

oligopolistic mariets 20d review the circumstances of FPL's fuel oil purchases using

this {ramework. The (inal secticn surs=arizes my coaclusioas,

IL. THE ECONOMIC THEORY OF MARKETS

Ecooomic theory predicts ihat theé dehavior of individual firms and the
consequent market performance will be determined largely by the structure of the
relévaat market. The structues of wmarkew range from highly competitive 1o virtusl
moanopoly depending upom tuch factors a8 the number and size of firms in the

marks?t, the heterogeneity of producis ané distribution channels, the ease with

which firms can enter and leavs thé miarkei, and the degree 10 which firms and
consumery poisess information aboui''he prices and products.
Using thesa four Dagic critévia or characteristics, ecooomists distinguish

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

marks? i3 charsaterized | by the followiag (i) lirms produce a homogeneous product
(2) thére are many buyers 2a0d cellers 30 that saies or purchases of each are small

in reistica tw the toml markgt; ()) eamiry into or exit (rom the market is 0ot
constrainsd Oy economip or legal barviers; and (4) firms and consumers have good
informaiioa regarding alterngtive producs sad the prices at which they are
availatls. Uoder these circumstsecas individuai. buyers and sellers have only an
imperceptidie influence om the market price or the actions of others in the market
Each Luyer and seller acts isdependeaily since those actions will not affect the
market outcoms.

Al oiigopolistic industry is one in which the sumber of sellers is small

enough for the activities of sellers io offeci sach other. Changes ia the ouiput or

ners

I



the price of ooe firm will affect the amouats which other seliers cam sell and the

prices that they caa charge. Oligopoiistic industrics may il either differentiated
or homogeseous products aod are usuaily charscierized by high barriers w0 ewiry.
Because of the interdependence of suppliers, the exteat 10 which they ure iaformed
with respect to the actions of other pasiies iz the market will affect theie Seksvier
and the performance of the market.

A monopolistic market i3 coe in which a single seller cootrols both the
price and output of a product for which there sre ao close sudstitutes. Thers are
also sigaificant barriers t0 preveai others f{rom enteriag

the msiket. in this
instance, the seller knows the deisils o7 sach tranaactioa and

there s ao clear
advantage t0 the buyer in keeping thess details confidentigl

It is clear even from this brief discussioa that 3 detsermination of the
likely effect of the disclosure of ihe isvms 2nd coanditions of trumsactions depends
on the type of market involved. Ia dstermining the structury of FPL: fuel oil
market, | have reviewed the seilem atd Dduyers operating i@ ithese marksts, the
homogeneity of the product, the facieis governing eutry or oxit {rom the marken
and the role of information. The revie= indicates that the Muel oil anarket is which
utilities in the Southeast purchase suppiies i oligosolistic. That i, the sctioas of
one firm will affect the pricing 1ad output dagisioas ¢f other ielisis. The
interdependence amoong fuel oil suppliers is compoundedd y the presencs..'~ the
market of & few very large purchasers, wuch as FPL. The (ollowiag sections
describe the details of aa slsdoraiica of the consequences of transactioa disclosure

in this type of market, my market évaiuaiion sad my cooclusioas
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111. EFFRCT OF DISCLOSURLE IN OLIGOPOLISTIC MARKLTS

A brief review of the role that secrecy plays ia oligopoly theory s
helpful ia uanderstanding the pricing policies of oligopolista and the predicted impact
oa fuel costs.

Aa oligopolistic market suructure is characterizad by competitioa or

rivaley among the few, but the aumber of firms in a market does not determine

conclusively how the market fuactioas. la the case of oligopoly, 3 number of

outcomes are possible depending upoa the degres t0 which the firms act either as
rivals or as cooperators. Sellers have a common group interest in keeping prices
high, but have a coaflict of interest with respect to market share.

The management of oligopolistic (irms recognizes that, givea their mutual
interdepeadence, profits will be higher whea cooperative policies are pursued thaa
whea each firm acts only ia its owa narrow self-interest. Il firms are offered the
opportunity to collude, oligopolistic markets will tead to exhidbit a teadency toward
the mazximization of collective profits (the pricing behavior associated with
monopoly). However, coordinatioa of pricing policies to maximize joiat profits is
not easy, especially where cost and market share differsnces lead to conflicting
price aod output preferecces amoeg (irms. Coordiastion is coansiderably less
difficult whea oligogolish caa commuaicate opeanly and” freely. But the antitrust
laws, which are coacarmed with inhidbiting moaopoly pricing, make overt cooperation
unlawful. There sre, however, subtls ways of coordioating pricing decisions which
are doth legal and potastislly effective if discipline can be maintained.

One means of coordinating behavior without running afoul of the law is
price leadership. Price leadership can generally be viewed as a pubdblic signal by
firms of the changes in their quoted prices. If esch firm knows that its price cuts

will be quickly matched by its rivals, it will have much less inceative to make them.
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quote oaly if other firms follow with matching prices.

Focal point priciag is Aoother exampie of oligopolistic pricing that aliows
coordination without vioiating the antitrust iagws. Here, sellers tend to adhers 10
accepted focal points or targets tuch & & pubdlicly posted price. By setting i
price at some focai poise, 2 firmy tacitly sacoursges rivals to follow suit without
undercutting. The posted price oublished for various grades of fuel oil by region
would serve as a focal point for that arsa.  Giher types of focal points include
manufacture associatioas’ publithed list prices or govarament-set ceiling prices. By

adhering to thess acsepisd targers, coordination is Vacilitated and price warfars is

discouraged.

While oligopolists have incentives to cooperate in mainiaining prices
above the compeiitivs level. thers are 2is0 divisive forces. Thers are several
conditions which limit the likelihood and effectiveness of coordination, aii of Waich
are related to the ability of a single firm ™ offer price concessions without fear of
retaliation. They iscizde (1) a significant cumbder _of sellerss (2) heterogsneity of
products; (3) high uverhead costs coupied with adverss Dbusiness conditisas; (4)
lumpiness and iafregzency ia the purchame of product; and (5) secrecy and retslia-
tion lags.

A. The Namber and Size of Firms

The esmicemenl dimemsion with thg most obvious influeace oa coordination
is the number aad sise distridution of firms iz the market. The grester the number
of sellers in 3 market, averything eise the same, the more difficult it is o maincaia
a noncompotiisvs or shave-cost prict. As vhe oumber of firms increases 20d the
market share of ssch declines, firmua re incressingly aot to ignore the effect of

their pricing and outpot decisions oa the sctiozs of other firms. In addiiion, a8 the
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oumber of firms incressm, the probability increases that at least 00e firm will have

lower than average costs and aa aggressive pricing policy. Therefore, aa oligopalist

in an industry of |3 (irms is more likely to offer secret discounts and less likely to

be discovered thaa ana oligopolist ia aa iadustey of only three (irms.

B. Product Heterogeneity

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

This ceduces the task of coordinating, for (irms must coansider oaly the price

dimeansion. Whea products are differeatiated, the terms of rivalry become

multidimeasional and coasideradbly more complex.
C. Quarhead Costs
The ability of oligopolists to coordinate is affected ia a variety of ways
by cost coaditions. Generally, the greater the differences in cost structures
betweea f[irms, the more trouble the firms will have maintaining a commoa price

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

are particularly susceptible to pricing discipline breakdowns whea a declioe in

demand forces the industry t0 operste below capecity. The industry charscterized
by high fixed coets suffers more whea demand is depressed because of stroog

inducements toward price-cutting and a lower (loor (margiaal cost) to price
decreases. (Pricocunting will be checked at higher prices whea marginal costs are

high and (ized cost are relatively low.)
D. Lamasisess and Infreemency of Orders
Profitable tacit collusion is more likely whea orders are small, (requent
and regular, since detection and retalistion are easier under thess circumstances.
Any decision to undercut a price oa which industry members have tacitly agreed

requires a balancing of probable gains against the likely costs. The gain f(rom
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cutting the price derives from the increased probebility of secwriag & profitabie

order and larger share of the market The cost arisss from (he iocreased

probability of rival reactions driving dowa the level of fuiure prices esd. therefoss,

future profits. The probable gains will obviously bs lsrger when the order ai stake

is large. Also, the amount of isformation a firm coavey: about im pricing srategy

to other firms in the market increases with the number of tramsactions of price

quotes. Clearly, the less frequently orders are placed, the less liksly detecticn

would be.
E. Sscrecy and Retallstion Lasy

The longer the adverse consequences of rival retslistios caa be delayed.

the more attractive undercutting the accepted price structure becomes. (ne means

of forestalling retaliation is to grant secret price cuts. If price i's ubove merginal
cost and il price concessions can reasonably be expected 0 remaia secret, oligopo-

lists have the incentive to engage in secret price shading.

Fear of retaliation is not limited just t0 fenr of matched pirice cuts by

other sellers in the market. A disclosure of sacret, nrice coscessicas 0 ona buyer

may lead other buyers to demand equal treatment. The rosult would o an sresica

of industry profias a3 the price declines to sccommedsts Sthes duyess or & witk-

drawal of price concessions in general

The oumoer woo Size distribution of Suyers ia (e marke: § g sigaiticast
factor where fear of retalistion is an important mazist Slemsar  Whei o6 & &
few large buyers represent a large percent of the market, the Fralisga T secrwt

price concessions to those buyers by a seller is iikely = imgoee sighficaat T

(that is, result in significant loss of sales) for the remainiang twilesy  Siece adf-

closure of secret price coocessions in this case is more likely S promm TMmlhn

Bevwey

reaction than would kaowledge of price concessions to smaller insigailiong; [iffs,
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it follows that rather thas risk aa unprofitable pricy battle firms may cease

offering concessiope.

It i2 not in the loog-rum interest of the (iem considering price

concessions 10 initiate price cuts which would lead 10 lower market prices generally

or ruinous piice wary., If koowledge of price coocessioss leads other iellers 10

reduce price accordiagly, the price-cutting firm ill lose he market share

advantage it could have gained through secret price shadiag. Industry profisc will

be lower dus to the lower price levels, Therefore, jivea that amy prics concessions
will be disclosed, the most profitzble strategy is moee likely to t 0 reflraia from
offering price concessioas. Eliminating opportunities for secrit action (&Y disclosing
price, for szample) would greadly reduce the incentive 10 oligopolises to offsr price
concessions.

IV. MARKET EVALUATION

After reviewing the theoretical criteria used by economists (o evaluate

market structure wiie FPL persoonel knowledgeabls in the area of [ossil-fuel

procurersent, | requesiad asd was provided with esssetial market dats pecessary 10
analyze the mariket in which FPL purchases No. 6§ fuel oil (resi¢). These data,
together with other pubiabed information, wers used to determins the structure of
the markes
A. Markag Strucinrs

The produsi ==dyr consideration i3 resid and its primary purchasers are
utilities. FPL is locsiad in the Southeast and, because of its geographical location,
purchase. tresid primariiy {roim refineries in the Gulf Coast arén or the Caribbean.
Transportation costs limit the market to thess sreas, although it may be possible 10

pick up distressad cargoes from other locations oa the Ipot market. Other major

purchesars of resid from the Gulf Coast and Caribbesss are utilities in the




Northeast. Due 10 the additional transportatioa costs, however, utilities ia the

Southeast would be unlikely to purchase resid from oortheastera refineries. The

Northeast does not have adequate refinery capecity to meet the demand ia that area
and is, therefore. a net importer of resid from the Gulf Coast aad foreign suppliers.
Therefors, the Northeast and Southeast are separate, but related, markets.

FPL purchases resid ia very large Quaatities, usually ia barge or ship lows
(100,000 to 200,000 barrels or more). I[a 1986, FPL purchased 25,460,637 bdarrels of
low-sulfur resid, the majority of which (68 percent) was uader medium-term (one-
to two-year) coatracts. The remainder was purchased on the spot market. There
are very few buyers of resid in the market who purchase Quaatities approsching the
levels coasumed by FPL. Table | shows the relative size of purchases (or the

major consuming utilities ia the Southeast and the Northease. Of the 10 utilities

who had purchases of more than 300,000 bdarvejs,. oar month for the July through
September 1985 period, FPL is clearly the single most important buyer in terms of
size. Only one of the other utilities is located ia the Southeast

The eatry requirements for sellers ia this market are substantial. Sellers
must be capable of meetiag all of the utility’s specificatioas including quaatity aad
quality (for example, mazimum suifur, ash and water cooteat). Suppliers must either
refioe or gather and blead cargam (rom refineries t0 marketable specifications.

The sapital requiremests associated with buildiag or buying a refinery are
certainly substantial. Aasother visble optioa for eatry into this market would be as

a ressller, blender or trader. All of these perticipstioa levels would require a

financial position ia the oil to be sold. At this level, the entrant would gather
cargoes from refiners or other traders and bdlend (if required) to marketable
specifications. The primary facilities requirement would de storage tanks to hold oil

for resale or to blend cargoes. Assumiag the eotrant iatends to sell to utilities,
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the migimum purchase quantity would be approximately 100,000 to 110,000 barrels.
This would represeai cae bargailot . {i s pessidble 10 lease tanks with agitators for
blending. The mesi Nexidle approach would b6 t0 leass 3 250,000 Darrei te2ak.  This

would accommodais two barge loads or cce medium capacity vessei. The cest for
250,000 barrels of leased storage wowid 56 approximately 30.01 per barre! per day or
$0.30 per Ddarrei per month. Totnl ek cost (assuming full utilizaticn) would be
approximately 375,000 per mpath.

The proipective reselisr would also need to have opea lines of credit 1o
finance oil purchases uotil paymeat =~as received from the customer. Assuming the
entrant intended o move a minimum of 1,000,000 barreis per moath, it would be
necessary to finance aporonimately 313,000,000 for 35 to 40 days.

Although tha current darriers @ eatry iato this marks: aa a cefiner or
reseller are substantisl. they would &= evea higher excepi that ihe depressed state
of the oil industry hes creatad surplus refinery capacity and incrussed the storage
tank capacity availadle for lease. The cost of thess [acilities ~i.l increass as the
oil industry impioves and the currest surplus availability dimimishes, Thus, it is
reasonable io anticipate that future eatry coaditions will be mors, cather thao less,
restrictive.

A osw company could also coter the market as 3 Srokee jelling small
cargo lots to utilitiee [m \his csss, the broker would oot have to take a (inancial
position with the product and would 2t ¢ a1 middlemas betweea refliners and/or
reseliers and customen. The primary berries to entry ai this leve! would be ihe
seed 10 have <stablished contacts 'with refiners, traders 334 potentisl customers
normally aciive .is the market. However, this may not os & very viable approsch it

an entering compefly axpe¢m 6 maks utility sales, For axample, FPL has informed
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me that they are hesitant to deal with a broker who does aot actually hold title to
the oil being 30ld as this would be considered a high-risk source.

Tadle 2 presents a list of curreatly active firms capable of supplying

resid to the southeastera utility market oma a contract basis. This list represeats

the firms preseatly capadble of supplyiag the southeastera utility market. Some of
these firms also supply resid to the market in the Northeast. The list of poteatial
contract suppliers to FPL is somewhat shorter. For example, because of the low-
sulfur requirement, Lagoven S.A. is oot a presenat supplier to FPL. but could supply
other area wutilities with less restrictive sulfur specifications. Lagoven refines
Venezuelaa crude oil which has a high-sulfur conteat. Others, such as Sergeaat Oil
and Gas Company aod Torco Oil Compsay, sell primarily to US. Gulf Coast
resellers, but could supply utilities that have their own transportatioa and buy in
sufficiently large quantities. Ia its last request for bids to supply requirements for
1987 and/or 1988, l?u!. received 12 proposals. Under circumstances where only 12 to
20 firms compbte for_‘rnlu ia a8 market dominated by a few large purchasers, each
firm will de coocersed with the actioas or poteatial resctionas of its rivals. The
ioss of a large sale, such a8 aa FPL coatrsct, would uadoubtedly have a significant
effect on tho market share of that firm.

Some rvflamrs or resellers, though Bbot ordinarily capable of or willing to
commit the resources necessiry to mest utility specificatioas ia order t0 compete in
the cootract market for low-sulfer resid, may be poteatial spot market suppliers.
Table 3 lists (irme im this category. The oumbder of firms ia this category is also

small enough that they mwust de awvare of and coasider the prices offered by the

others ia their decisionmaking proces.

The primary charscteristic which distinguishes oligopolistic markets is the

interdepasdence of the sellers ia the market. Clearly,

ia view of the relatively




—>—

-2~

small aumber of sellers, the reatrictions oa eatry and the small aumber of large

buyers, the bids and prices offered by oaoe fuel oil supplier will have aa effect oa

the pricing policy and the quantity sold by the remaining sellers. A firm wishing to

sell resid to FPL in this market cannot ignore the actions or pricing decisions of

other (irms and reasonably expect to profit ia the long term.

B. Effsct of Disclosure

Ia Section I[lI, the role of disclosure and the factors conducive to price-

cutting ia oligopolistic industries was discussad. The analysis indicates that the

factors which facilitate secret discounting are also preseat ia the southeastern

market (or resid. As discussed, there are curreatly 12 to 20 (irms capabls of

supplying resid ia this marxet. Resellers or brokers will have differeat cost

structures thaa refiners. The oil industry is typically classified as a high overhead

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

from discounting are greater where orders are large and infrequent. In the absence

of public disclosure, price concessioas could reasonably be expected (0 remain secret

for at least one t0 two years uoder a loag-term contract. And (inally, the expected

gains to uadercuttiag the industry price 0 a large buyer such as FPL would be

large if secrecy could be assumed. All of thess market characteristics which are

preseat in the southeastera resid market are coaducive (0 the gmating of price

concessions. A limiting (actor, however, may be disclosure or the lack of secrecy
since price coecemioas t0 a singular large buyer such as FPL could mean a
significant loss of sales for the remasining sellers.

The analysia of the fuel market ia which FPL competes indicates that

sellers have a strong incentive to grant price coancessions, but are most likely to

grant them oaly if secrecy can be assured.
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CONCLUSION

Theory predicts that 0 the exteat fuel supplies and services are
purchased is cligopolistic markets, public disclosure ofc letiled oricing information
will greatly limit cpportunities for secret prics concemsions. Thin 'heory is even
stronger when wppiied o & large buyer in relatica 1o he size of ths maskss. My
aoalysiy of he actusl market indicates that FPL o & vory large buyss purchasing
fuel oil ia e= sligopetistic market where interdependence © a key charsciezistic. It
follows that the szpected coasequence of greater Jiscicsure of the dewails of fuel
transacticns is fewer price coocemsions. Prica coscemioas is fuel coatracis result
in lower oversi! slectricity cost 10 ratepayers. Conssquenily, publie <#ciosure i

likely to ba dateimentai o FPL and its ratepayers.

oo __

PAMELA J. CAMERON

Swora Dbdefore me tha q#\' day of March, 1987 ia the District of
Columbia.

NIOTARY PUBLIC

; &7 Q(f
My commission iipim'j&']_‘ <3[)f /Y 37
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HOITHI_ASTIIN AND SOUTHEASTERN
UTILITIES CONSUMING APPROXIMATELY
500,000 BARRILS FLUS PETROLEZUM PR MONTH

July through Sepisasdes 1988

Number of

: Average
Ll Delivery Barrels Sulfur
——Ltility/Month ~LPoinm. . __ Starg Burchased = _Content
(Percens)
(1) (2) 3 (4)
Florids Power Corporatioa
July 7 Florida 730,500 1.25%
Septembsr 7 Florida .14
1,374,406
Long lsland Lighting Company
July 4 New York 1,499 000 2.20
Auguse 4 New York 1,636,000 2.20
Septembar 4 New Yack .30
4,007 635
New England Power Company
July 2 Massachuserty 591,000 1.50
Septembdar 2 Massachuserty 2.04
1,234,000
Pennsylvania Power and Light
Comosay
July (] Penasyivania 506,000 091
Augist 6 Peansyivaaia 1,393,000 0.89
September 6 Peassvivagia 807,005 0.89
2,500,030
TOTAL 23,976,806

Source: US. Department of Energy, Energy Iaformation Administration, Elsctric
Bower Quanterly, Table i4, Third Quarter 1983,
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POTENTIAL SOUTHEAST RESID SU
LONG-TERM CONTRACTS

—mSS0YE COmMBARY

Amerada Hess Corporation
A@oco0ill Comipany

Apex Oil Company

B. P. North America

Belchar Gii Company

Chalioagar Patroieum (USA), Ine.
Chevrou interaational ()il Cogipaay
Ciaréadon Marketing, Ine.

Eastern Seadoerd Petroloum Company
Globui Petroleum( orporatioa

Hiil Petroieum Compaay

Koch Fueis, inc.

Lagoven S.A.

New England Petroleum Company
Petrobras (Birazil)

Phibro Disiridutors Corporation
Scaliop Futroleurn Company
Sergeaat Qii and Gas Compaay, Ine.
Stinaaund wroil, 1ac.

Sus Giii"rding Comgpany

Tauter Oil Company

Torco Oii Compeay

Re(iner
(1)

Yes
Yee
Ne
Ne
Ng
Ne
Ne
Ne
Ne
Ne
Yes
Yes
Yo
Ne
Yes
Na
Ne
Ne
Ne
Yea
Ne
Ne

Loog-Term
Traasoovtatics
(Cwa 52 L)

(2)

Yoy
Y&
Yes
Yes
Yes
Ng
Yss
Ne
Na
Ng
Ne
Na
Yes
Ne
Yes
Ne
Yes
Ne¢
NG
N6
Ne
No

PRLIERS

LABLE §

Current or
Piavigus

Sioniinz of FPL

(3)

Ya

NS

Y&

Yo

Y& icurreat)
No

Ng

Neo

Ne¢

No

No

No

NG

Yes

N6

No¢

Yes (Curreat)
Y

Yes (curreas)
No

Neo

No

Source Data provided by Florida Power and Light Company,




POTENTIAL SOUTHEAST RESID SUPPLIERS

SPQT MARKET

—Active Comosay

Amaerads Hess Corporation
Amoco Ol Compuay

Apsx Oil Company

B.P. Horth Americs

Belcher Oii Compaiy

Chailonger Petrcleum/|USA), loc.

Chevron Internatiose! Oil Comoaay. Inc.

Clarssdes Markating, ¢

Easiera Seiboerd Petrclev= Company
Hili Patrcieum Company

Koch Fusis, Iac.

Lagoves S.A.

New Cagland Petroleum Company
Phibre Distribuiors Corporatiea
Sciliop Peirelevam Company
Sergean: Qil :ad Cas Compeny, Inc.
Tauber Oil Company

Transworld Cil (USA), lne.

Yes

No
No
No
Yoa

Source: Deta 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 Ne. $40001-El

Batore me, the: undersigned authority, Eugene Ungar appeared, who baing duly swom
Dy me, said and testified

My name is Eugene Ungar; my business address is 8250 W Flagler Street, Miami, Florida 33174,
| am employed by Florida Power & Light Company ("FPL") as a Forecasting Specialist in the Business
Systems Department. | received a Bacheioi's Dagree in Ghemical Engingering from Cornell University In
1972. In 1974, | received a Maste's Degres In Business, Administsation trom the University of Chicago.

From 19/4‘ro 1984, | was empioyed by Mobil Oil Corporation whaie | served as a Senior Staff
Coordinator and Supervisor in the Corporate Supply & Distribution Department, and the Woridwide Refining

et

and Marketing Division's Strategic Suppty™ilanning andC ontroller's Departmants in positions of increasing

responsibility

In January of 19885, | joined FPL as a Senior Fuel Engineer and was responsible for the fuel price
forecasting and fuel-related planning nroecis.

In January of 1988, | was given ths 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 anded responsibilitytior the) Flegulatory Services Group in the Fusl
Resources Department

in July of 1991, | was named Principal Fuel Analyst

In October of 1993, | was named Forecasiing Specialist

| have reviewed the affidavit of Dr. Pameila J. Cameron, pated Mazch 4, 1887, The conditions cited
in Dr. Cameron's affidavit, that led 1o her conclusion that the marka! i which FPL buys fuel of! is
oligopolistic, are still irue today. The reasons for this are as followe:

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 COnsMING ulilitias in the Southeast and the
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Northeast. Of the 4 utilities who had rgsidual fuel oil purchases of more than 6 million barrels
in 1993, FPL is clearly the single largest buyer, especially in the Southgast

B. Table 2 attached hereto is an updated varsion of Dr. Cameron's Table 2 (Contract Suppliers)

and Table 3 (Spot Market Suppliers). It identifies those firms currently capable of supplying
residual fuel oil 1o the Southeastern utility market on a contract or spot basis. Circumstances
today do not require a differentiation of suppliars between tha contract and spot (one dehvery
contract) markets. Since some of these suppliars cannot always meet FPL's sulfur
specifications, the list of potential contract supphiers to FPL is somewhat shorter. In 1986, there
ware 23 potential fuel oil suppliers to FPL; in 1994, there are currently 29 potential fuel oil
suppliers. In its current request for bids to supply a portion of FPL's fuel oil requirements under
contract for the 1993 through 1995 period, FPL received S 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
terminaking 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 idding terminakng and transportation
services. Of these, four responded with transportation proposatls and six with terminahng proposals. Oue
to tha smak demand in Florida for both of these services, market entry is difficult. Consequently, disclosure
of this contract data 1S reasonably likeiy to result in increased prices for terminakng and transportation
services.

Petroleum inspection services also have the market characteristics of an okigopoly. Due to the
imited 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 qualkified tixdders
were found for FPL's bid solicitations. Consequently, disclosure of the contractual information (i.e., prices,
terms and conditions) of these services would hava th¢ same nagative effect on FPL's ability to contract
for such services as would the disclosur@ of FPL's pricas for residual (No. 6) fuel oil delingated in Dr.

Cameron's atfidavit. That is, pursuant to aconomic theory, disclosure of pricing information by a buyear in
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an oligopolistic market is likely to result in a withdrawal of price concessions 1o that buyer, thereby impairing
the buyer's ability to negotiate contracts in the future.

The adverse effect of making information of this nature available to suppliers is evidenced by tha
oil industry's reaction to pubkcation of FERC form 423. That form discloses a delivered prici of fuel Oil.
Because of the importance of this information to fuel suppliars, several services arose which compiied and
sold this information 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 pubkcation
of this information will be made readily available to the fuel supplhers, and this will utimately act as a
detriment to FPL's ratepayers.

The information which FPL seeks to protect from disclosure is contractual data that 8 treated by
FPL as proprietary confidential business information. Access within the company to this information is
restncted. This information has not, to the best of my knowledge, been disclosed elsewhere. Furthermore,
pursuant to FPL's tuel contracts, FPL is obligated to use all reasonable ettorts to maintain the confidentiality
of the information identified as confidential in Attachments A and C of FPL's Request for Specitied
Confidential Ctassitication.

The pricing information appearing on FPL's Form 423-1(a) or 423-1(b) for which contidential
classification is sought should remain confidential for the time period the contract is in effect, plus Six
months. 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 d@scribed above

FPL tymcally negotiates new residual (No. 6) fuel oil contracts and tuel related services contracts
prior to the end of existing contracts. However, on occasion some contract negotiations are not finakzad
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 confidentialon FPL's Form 423-1(a) or 423-1(b) tor six months after the and
of the individual contract penod the information relatas to

With respect to residual (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 akeady existing contract, and the terms of the agreament undar
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which such tuel oil is purchased are tulfilied upon delivery, FPL requests the price information identitied as
confidential in Attachments A and C ot FPL's Request for Specified Confidéntial Classification be kept
confidential for a period of six months after the dekivery. Six months is the minimum amount of time
necessary for confidentiality of these types of purchases to alow FPL to utilize its markét présence in
gaining price concessions during 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 to negotiate such purchases

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

in addition, this atfidavit 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 Contidential Classification is propnietary contidential 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 favorable terms in the future

No. 2 tuel oil is purchased through a bidding process. At the request of the No. 2 fuel oil suppliers,
FPL has agreed to not publcly disclose any suppliers 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 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 tuel oil prices found
on FPL's Form 423-1(a). the bids would narrow to a closer range around the last winning bid eiminating
the possibility that one suppher might, based on his economic situation, come in substantially lower than
the other suppligrs. Nondisclosure ikewise protects the supphars from divuiging any economic advantage
that supplier may have that the others have not discovered.

The No. 2 fuel oil pricing information appearing on FPL's Form 423-1(a), tor which confidantial
classification is sought, should remain confidential for the tim& period the contract is in aftect, plus Six
months. Disclosure of pricing information during the contract period or prior to the negotiation of a naw

contract is reasonably likely to impair FPL's ability to negotiate future contracts as descrived above.
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FPL typically negotiates its No. 2 fuel oil contracts prior to the oénd of such contracts. However, on
occasion some contracts are not negotiated until after the end of the current contract period. In those
nstances 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) for six
months after the end of the individual contract period the informafion relates to. Disclosure of this
information any sooner than six months after complstion of the transiaction is reasonably likely to impair

FPL's ability to negotiate such contracts.

Further affiant sayeth naught.

A
Eug Ungar

State of Flonda )

) SS
County of Dade

1
The toregoing instrument was acknowledged before me thnﬁQO day of May, 1994 in Dade
County, Florida by Eugene Ungar, who is persanally known to me and who did take an oath.

L\,L,’(. A

& —

Signhtura of Notay”

JO r q(?;‘f

me of Notary

Serial NUmEETARY PUBLIC. STATE OF FLORIDA.

COMMI.

Notary
Pubtic Title




NORTHEASTERN AND SOUTHEASTERN

UTILITIES PURCHASING APPROXIMATELY
6 MILLION BARRELS PLUS PETROLEUM IN 1893

—Atiy/Month

Florida Power & Light
Company

Canal Electric Company
Florida Power Corparation

Long Island Lighting
Company

65

Am
Sultur
-State —Bamels Lontent
(000) (Percant)
Florida 37,902 1.57
Massachusetts 7.688 1.5¢
Florida 10,786 1.85%
New York 9,747 0.90
US. Department of Energy, Energy Information
Administration, Elaclric Powar Monthly, April 1894 Table




JABLE 2

POTENTIAL SOUTHEAST RESID SUPPLIERS

Active Company

Amerada Hess Corp.

BP North America
Chevron Internationai il Co
Clarendon Markating, 'nc
Clark Oil Trading Company
Coastal Fuels Markeiing. !nc
Enjet Inc

Global Petroleum Coinpany
Internor Trade, Inc. {Braz:!)
John W. Stone Oii Dist.
Koch Fuels

Kerr McGsae

Las Energy Corp.

Lyondsll Petrochamizat Co.
Metallegelischaft Corp.
Northeast Petroloum
Petrobras

Petrolea

Phibro Energy inc.

Rio Energy Intermaiiona!
Stewart Petroleum Corp
Stinnes Interoii, 16,

Sun Ol Trading Company
Tauber Oil Company
Texaco

Tosco Oil Company
Transworld Oil LJSA

Trintoc

Vitol S.A. Inc.

Sourcs: Data provided by Florida Power & Light Comparw (Maly 25, 1994)

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

YES
YES

NO
YES
NO
YES
YES

YES

YES
NO

Previous
Supplier of FRt;
_Coolraci/Sogt

YES/YES
YES/YES
NO/YES
YES/YES
NO/YES
YES/YES
YES/YES
NO/YES
NO/NO
NONO
NO/YES
NO/YES
NO/YES
NO/NQ
NOMNO
NO/MO
NO/NO
NO/YES
NQ/YES
YES/IYES
NO/NO
YES/YES
NO/NO
NOIYES
WO/YES
NO/YES
NO/NO
NO/NO
NO/YES
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Anthony G. Tummarello

Director of Energy
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