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May 12, 1994

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

Fletcher Building

Tallahassee., Florida 32299-0850

Re: Tocket No. e48p2:i-EI

Dear #is. Bayo:

Encloesd for filing with the Commission in Docket No. 940001-EI are

the following:

FPL’s Request for_(onfidential( Classification for the month of
March. Pifteen ~vopies of FPL’s Request For Confidential

Classification of Certain Information Reported

on

-he

Commission’s Form 423-1(a) with Attachments B, C, D and 2 are

enclosed. T™hs original Regquest for Confidential
Classification of Certain Information Reported on the
Commission’s Form 423-1(a) with Attachments A, B, C, D and E

is enclosed. Please note that Attachment A is an unsdited

Form 423-1(a) and <therefore needs to be
confidential.

If you have any questions regarding this transmittal
information filed herewith, you may contact me at (305)

Sincerely,

J{‘-“qi ~ !"I };r:}ﬁg r— g —"

—
Steven H. Feldmnan ; 4314.?
- .
Attorney poe=e .
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BEFORE THE

PUBLIC SBERVICE COMMISSION

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

Docket No. 940001-EI
Performance Incentive Factor

- O =

REQUEST FOR CONFIDENTIAL
CLASSIPICATION OF CERTAIN INFORMATION
REPORTED ON THE COMMISSION’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

March, 1994 423-1(a) Fuel Report as delineated below. In support
of its request FPL states:

) [ 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 ba@
proprietary corfidential 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 favorable 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 March, 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 March, 1994 Form 423-1(a)
with the information for Uhiwu FPL soceks
confidential classification edited out. This
document =ay be made public.

Attachment C) This document is a line by line 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 dat a, that (2)
the disclcosure of which would impair the efforts of
the utility to contract for goods oF lerViCﬂﬁ on
favorable terms.

Attachment D) The affidavit of Dr. Pamela Cameron. Dr. Cameron’s
affidavit was previously filed with FPL's originql
Reguest For Confidential Classigicacion Of Certain
lInformation Reported On The Commission’s Form 423-
1(a) on ®arch 5, 1987, in this docket. It is
refiled with this reguest for the convenience of
the Commigeins A te “me Zur “atsg — = ;i
affidavit.

Attachment E) The affidavit of Eugene Ungar.

5. Paragraph 3 identifies the two prongs of §366.093(3)(4),
F.S., which FPL must establish to prevail in its request for
confidential classification of the information identified by

attachments A and C. Thoss two prongs are conclusively established

by the facts presented in the affidavits attached hereto as
Attachments D and E. First, the identified jinformation is
contractual data. Second, disclosure of fthe information is

reasonably likely to impair FPL’s ability to contract for goods and

services, as discussed in Attaciments 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

L2 —

per barrel terminaling and trsnsportation charges, and the per
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barrel petroleum inspection charges delineated on FPL’s Form 423~

1(a) Fuel Report as more specifically jdentified 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 buver 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 achiese the best contractual prices and

terms in an oligopolistic market, a buyer must not discliose 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 toc other buysvs.

Therefore, disclosure of such prices and terms by a buyer, like FPL

in an oligopolistic market, such as No. 6 fuel oll, 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 egually 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 oil information




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

(a) That the No. 6 fuel oil data identified is contractual
data.

(b) That FPL’s ability to procure No. € fuel cil, tersinaling
and transportation services, and petroleus inspscticn
services is reasonably likely to bs impaired by the
disclosure of the information identified becauss:

(i) The markets in which FPL, as a buyer, must procure
No. 6 fuel cil, ¢terminaling and transpertation
services, and ffuel inspecticn services are
oligopolistic; and

(11i) Pursuant to economic theory, a substantial buyer in
an olicopolistic market <can obtai price
concessiing not avajlable tc other buysrs, the
disclosure of which would end such concessions,
resulting in higher prices te 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 liksly to expariencs a
narrowing of the bids offering No. 2 fuel 0il. Theé range of bids
is expected to converge on the last reported public price, thereby

eliminating the probability that one supplisr 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 futurs

No. 2 fuel oil contracts.

W




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 oil 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.

l14. The material identified as confidential information in

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

6
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ATTACHMENT C

Docket No. 540001-E!
May, 1794

Justification for Canfidentiality for March, 1994 Report:

EORM LINE(S) COLUMN BATIONALE
423-1{a) 9-3 H (1)
423-1({a) 9-3 | (2)
423-1{a) 8- 31 J (2), (3)
423-1{a) 8-31 K (2)
423-1(a) 9 - 31 L (2)
423-1(a) 9 - 31 M (2), (4)
423-1{a) 9 - 31 N (2), (5)
423-1{a) 9-31 P (6), (7
423-1(a) 9-31 Q (6), {7
423-1(a) 1-8 H i,K. L, N R (8)
------------------------------------------------------------------ Rationale for confideitiatity:

%)) Thig information is contractual information which, if made pubiic, “would impair the

1=

efforis of {FPL} o contract for goods or services on favorable terms.” Section
366.092 (3) (), F.S. Tha information deiineates the price FPL has paid for No.
6 iuei Gil par darrel for specific shipments from specific suppliers. This intormation
would allow suppliers 10 compare an individual supplier's price with the market
quoté for that date of delivery and thereby determine the contract pricing “Srmula
betwean 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 transpertation charge for

deiivery at an FPL chosen port of delivery. Discounts and guality adjusitment
components of fugi 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 ther competitors. The knowledge of each others' prices (i.e.
contract formulas) among No. 6 tuel oil suppliers is reasonably likely to cause the
suppliers to converge on a target price, or follow a price leader, ettectively
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 INo. 6 tuel oil prices and therefore increased electric rates.
Please see Dr. Cameron's affidavit filed with FPL's Request for Confidential
Classitication which discusses the pricing tendencies of an oligopolistic market and
the factual circumstances which identity the No. 6 tuel oil market as an oligopolistic
market in the Southeastern United States. As Dr. Cameron's atfidavit discusses,
price concessions in an oligopolistic market will only be available when such
concessions are kept corfidential. Once the other suppliers learn of the price
concession, the concedin] supplier will be forced, due to the oligopolistic nature
of the market, to withdraw/ from future concessions. Consequently, disclosure of
the invoice price of No. 6 fuel oil paid by FPL to specific tuel suppliers is

reasonably likely to impair FPL's ability to negotiate price concessions in tuture No.
6 tuel oil contracts

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

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

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

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

This column is as important as H trom a confidentiality standpoint becausée ot the
relatively few times that there are quality or discount adjustments. That s, column
N will equal column H most of the ime. Consequently. it needs to be protected
tor the same reasons as set torth 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 eftective purchase price ot oil (columns H and
N) by subtracting these columnar variables from column R
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(7) Terminaling and transportation services in Florida tend to have the same, if not |
more severe, oligopolistic attributes G! {uel oil suppliers. in 1987, FPL was only ‘
able to find eight qualified parties with an interest in bidding gither or both of these
services. Of these, four responded with transportation proposails and six with
terminaling proposals. Due tc the small demand in Florida tor both of these
services, market entry (s difficult. Conseguently, disclosure of this coniract data

is reasonably likely to resuit in increased prices for terminaling and transportaton
services.

Petroleum inspection services alsu have the market characteristics of an oligopoly.
Due ta the imited number of fuel terminal operations, there are correspondingly
few requirements for fuel inspection serices. 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 iikely to
result in increasad prices for petroleum inspechon Services.

{8) This information is contractual information which, it made public, "would impair the
afforts of [FPL] to contract ior goods or services on favorable terms.” Section
366.093 (3) (d), F.S. The information delineates the price FPL has paid for No.
2 fuel oil per barrel tor specific shipments from specitic suppliers. No. 2 tusi oil is
purchased through a bidding process. At the request of the No. 2 iuel oil
suppliers, FPL has agreed tu 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-pubiic bigding 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, weie 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 iast 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 thats ~upplier may have that the gthers have nol
discovered.




Date of Declassification:

FORM |INE{G) COLUMN DATE
423-1(a) 9-12 H-N 3/16/95
423-1(a) 13 -15 H-N 10/30/24
423-1(a) 16 - 17 H-N 10/30/94
423-1(a) i - 19 H-N 3/15/96
423-1(a) 20 - 31 H-N 9/30/94
423-1(a) 5-3 F &31/99
423-1(a) 9-3 Q 06/30/96
423-1(a) i-8 H.LK.LLN R 3/31/95%

FPL requests that the confidential information identified above not be disclosed until the
identified date of declassification. The date of deciassification is determined by adding
6 months to the last day of 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 reasonabtly likely to impair FPL's ability to negotiate future contracis as
described above.

FPL typically renegotiates its No. 6 fug! aii contracts and fuel related services contracts
prior to the end of such contracts. However, on occasion some coniracts are not
renegotiated. untili aiter the end of the current contract period. In those instarnces. the
contracts are typically renegotiated within six months. Consequently, it is necessary to
maintain the confidentiality of the informaticn 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 e 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
concessions during seasonal fluctuations in the demand for 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.

The No. 2 fuel oil pricing information appearing on FPL's Form 423-1(a) or 423-1(b), for
which confidential classificatior: is sought, should remain confidential for the time period
the contract is in ettect, plus six months. Disclosure of pricing information during 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.

FPI. 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.
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) ATTACUMENT D

BEFORE THR

FLORIDA PUBLIC SERVICE COMMISSION

) AFFIDAVIT
DISTRICT OF COLUMBIA ) = Docket Neo. §70001-EI

)

Before me, the undersigned authority, Pamels J. Cameron ippeared. who
being duly sworn by =2, s2id and testified:

L INTRODUCTION

My nam& s Pamls J. Cameron; my busioess address is 1800 M Street.
N.W., Suite 600 South, Washingioa, DC. 20036. [ am employed by the National
Economic Research Associats, Inc. (NERA) a3 = Senior Analyst. | recsived my BS.
in  Business Administration from Texas Tech University in 973, my MA. n
Economics from the University of Oklahoms ia 1976 and my Ph.D. in Economics
from the Univeniiy of Oklahoma iz i585. My major fields of study have been
Industrial Organizatioa, Public Fisance and Ecconometrics.

Since 1922, 1 huve Deen s@mpioyed by ecosomic and regulatory consulting
firms providing tscvicesn siating tou tility regulstion. [ have directed numerous
projects inciudiag markst asiysis, gas acquisition and costract negotiation, and
alternative Tuels svaluation.

I have been asked by Florida Power and Light Compssy (FPL) t0 Gvaluite
the market in which FPL buys Tuei oil and to determine what impact, if any, public

disclosure of certain (wel transectios data is likely w0 have oa FPL and i

ratepayers. pacifically, the daca | will address is the detailed price information

reported on Florida Public Service Commission Form 423s.




The impact of pubdblic disclosure of price isformatios depends oam the
structure of the Marketa iavolved. Ia the (ollowing sectioas | discuss the economic
framework for evaluatiag the structure of markets, the role of disclosure 1a
olignpolistic markets aod review the circumstaoces of FPL's (uel oil purchases ysing

this (ramework. The fioal sectios surnmarizes my cooclusioas.

L THE ECONOMIC THEORY OF MARKETS

Economic theory predicts that the behavior of individual (irms and tne
consequent market performance will be determined largely by the structure of tpe
relevant market. The structure of markets range from highly competitive to virtual
monopoly depending upoa such (actors as the number and size of firms ia the
market, the heterogeneity of products and distributioa channels, the ease with
which firms can enter and leave the market, and the degrees to which (irms and
consumers possess informatioa about the prices and products.

Using thess four basic criteria or characteristics, ecooomists distinguish
competitive, oligopolistic sad mooopolistic markets. For eszample, a competitive
market is charscterizad by the followiag (1) firms produce a homogeaeous product,
(2) there are mascy buyers and sellers 30 that 3ales or purchases of esch are imall
io relatioa 10 the total market ()) eotry iato or exuit (rom the market 3 aot
coastraioed by ecooomic or legal darriers; and (4) firms aed consumers have good
informatios regardiog altermative products and the prices at which they are
available. Under thess circumstaoces individual buyers and sellers have only an
imperceptidle iafluence oe the market price or the actioas of others in the marker
Each buyer and seller acts independently since those actioas will not affect the

macket outcoms

Ag oligopolistic iadustry is ome in which the Oumber of sellers is small

eaough for the activities of sellars 10 affect each other. Changes is the output or

ners
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the price of ooe firm will affect the amounts which other sellers cam sell and the

orices that they cam charge. Oligopolistic industries may sell ecither differentiated

or homogeneous products and are usuaily characterized by high barriers 10 estry.
Because of the interdependence of suppliers, the exteat to which they are informed
with respect to the actioas of other parties ia the market wil affect their behavior
and the performance of the market.

A monopolistic market 18 oae ia which a single seller coatrols both the

price anod output of a product for which there are 0o close substitutes.

There are
also sigauficant bdarriers 0 preveat others (rom ecateriag the market. la this
instance, the seller knows the details of each traniactioa and thers is no clear

advantage to0 the buyer ia keepiag these details conlidential.

It is clesr oven (rom this brief discussioa that 3 determinatioa of the

likely effect of the disclosure of the terms and coaditions of transactions depends

on the type of market iavolved. I[a determining the structure of FPL's fuel oil

market, | have reviewed the sellers and buyers operating 18 thess markews, the

homogeaeity of the product, the (actors goveraiag eotry or esxit (rom the markers
and the role of iaformatica. The review indicates that the fuel ol market 10 which

utilities ia the Southeast purchase supplies ©® oligopolistic. That i, the actioas of

one (irm will affect the priciag asd output decisioas of other sellers. The

interdependsace amoeg fuel oil suppliers s compounded Dy the presence in the
market of o (ew very large purchasers, such as FPL. The (lollowing sections
desctibe thg duenils Of an slaboratioa of the consequences of trafsaCtio® disc'®%ure

in this type of market, my market evaluation and my cofClusions.

ner
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111. EFFECT OF DISCLOSURY. IN OLIGOPOLISTIC MARKETS

A Dbrief review of the role that secrecy plays ia oligopoly theory s

helpful in understanding the pricing policies of oligopolista and the predicted impact

oa (fuel costs.

As oligopolisti¢ market structure 8 characterized by competitioa or

rivaley amoog the few, bdut the aumbder of (irms ia a market does not determine

conclusively how the market (uactioas. Ia the case of oligopoly, a number of

outcomes are possidble depending upoa the degree to which the (irms act either as
rivals or as cooperators. Sellers have a commoa group iotersst 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
interdepeadeace, profits will be higher whea cooperstive policies are pursued than

whea esch (irm acts only ia its owa narrow self-interest. If firms are offered the

opportunity to collude. oligopolistic markets will tead to exhidit a tendency toward

the maximizatioa of collective profis (the pricing bdehavior associated with

monopoly). However, coordicauoa of priciag policies to maximize joint profits s

not easy, especislly where cost aad market share dilferences lead to conflicting

price aod output preferences amoag (irms. Coordiastson is coasideradly less
difficult whea oligognliam caa coamunicate openly and freety. But the antitrust
laws, which ere cpecermed with inhibitiag mooopoly priciag, make overt cooperation

usalawful. There sre, howaver, subtle ways of coordiaating pricing decisioas which
are both legal and poteatislly effective if discipline cas be maintained.

Ove means of coordinating dehavior without running afoul of the law 13
price leadership. Price leadership can geaerslly be viewed as a public sighal bdy

firms of the changes ia their quoted prices. If each firm knows that its price cuts

will be quickly matched by its rivals, it will have much less iocentive 10 make them

nerx
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By the same logic, each supplier koows that its rivals caa sustais 3 higher price
quote oaly if other firme follew with maiching prices.

Focal poist oriciag is iaother example of oligopolistic pricing that allows

coordination without viglsting the amiitrust iaws, Here, sellers tead 10 adhers to

accepied focul points o¢ targets such a8 & publicly posted price. By setting its
price at some focal opoint, 5 firea weitly encournges rivals to (ollow it without

undarcutting. The pouted price published for vavious grades of fuel oil by region

wouid serve us 3 focal point for that ares. Other types of focal poiny include

maaufacture associatioes’ Jublished list prices or goverameat-set ceiling prices. By

adhering t0 these accepted target, coordination is facilitated and price warfare is

discouraged.

While oligopolists have incentives t cooperate ia maintaining prices

above the comoetitive lavel thers ars 2i80 divisive forces. There are several
conditioas which limit the likzlihood and effectiveness of coordination, all of which
are reisted to tha abilicy of 2 jingis”rum to offer price concessions without lear of
retaiiaiion. They ieclude 1) 2 sigeificant sumber of sellers; (2) heterogeneity of

producia; (J) high overhesd coets coupled with adverss business coaditionxy, (4)

lumpiness and infrequesicy is the purchase of products; and (3) secrecy and retalia-
tion iags.
A. The Namber and Slas of Flrma

s stwitural dimessios with :he most obvious influence oa coordination
is the number and sise distrilstion of Tirms in the market. The greater the number
of sellers in 3 market. evesything else he same, the more difficult it @ & maintaia
3 noncompetitive or above-zosi price. As the oumber of firms increases and the
market shire of esch declines, firms are increasingly apt 10 ignore the effect of

their pricing and output decisions ca (he actions of other firms. [n addition. a8 the

ners
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oumber of firms increases, the probability increases that at least ooe firm will have

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

ia an industry of 1S firms is more likely to offer jocrei discounts and less likely 1o
be discovered thaa 22 oligopolist in aa industsy of oaly three (irms,

B. Product Helaroseseity

If products were truly homogeneous of perfect substitutes im (he
consumer's mind, price would be the only variable with which firms couid compete

This reduces the task of coordinating, for firsts must coasider only the price

dimensioa. Whea products are diffscentisted, the terms of rivalry become
multidimensional and coasiderably more cemplex.

C. Quachead Costa

The ability of oligopolists 10 coordinate is affected in a variety of ways

by cost conditions. T _____ - the greater the differences ia cost

between [irms,

structyres
the more troubis 'he (irms will hKave maintaining a2 common price
policy. Thers is also evidence that industries charscterized by high overhead costn
are particulaily susceptible 0 priciag discipline breakdowns whea a declise o
demand forces the industry 10 opersis bplow cspecity. The industry chanacterized
by high fized coss suffers mors whea demand is depressed becsuwse of swoag
inducemens toward price-cutting add o iowar floor (margioai cost) o  price
decreases. (Prica-cutting wili 58 checked at Sigher prices whea marginal coss s

high and fized conts are reiatively low.)

D. Lzmaisesms and 12fmssssacs of Oviens
Profitahla tacit coilesics i more likely whea orders aré small, (requent

and regular, sinc———————edire—ttatistivn—are—asier under thess circumstances
Any decisice to undercut i price oa which industry members have tacitly agreed

requires a balancing of prodadls seias agsinsd *he likely costs. The gaia from
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cutting the price derives from the increased probability of securiag s profitable

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

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

future profits. The probable gains will obviously be larger when the order at stake

is large. Also, the amouat of iaformatios a flirm coaveys about its pricing strategy

to other (irms in the market increases with the aumber of transactions or price

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

would be,
L. Secrecy and Retaliation Laga

The longer the adverse consequences of rival retaliation csa be delayed,
the more attractive uandercutting the accepted price structure becomes. One means

of rorestalling retaliation is to grant secret price cuts. Il price is above marginal

cost and il price concession: caa reasonably be expected to remaia secret, oligopo-

lists have the incentive to engage in secret price shading.

Fear of retaliation i3 not limited just t0 fear of maiched price cuts dy

other sellers ia the market. A disclosure of secret price coocessions (0 008 duyer

may lead other buyers to demsad equal trestmeat. The result would be aa erosmwon
of industry profics a8 the price declines to accommodats other buyers o¢ a with-
drawsl of price coocessions ia geaersl

The ocumber and size distributioa of buyers ia the market ¥ a sigasficant
factor where fear of retalistion is sa important market clement. Where ooe or 2
few large Dbuyers represest a large percent of the market, the graating Of secret
price concessions to those buyers by a seller is likely to impose significast costs
(that is, result in significant loss of sales) for the remsining sellers. Sioce du-
closure of secret price coocessions in this case 8 more likely to prompt immediate

reaction than would knowledge of price concessions to smaller, insignificant (irms,
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it follows that rather thas risk aa unprofitable price batle firms may

cease
offering coacessions.

It s not iz the loog-rua interest of the (irm considering price

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

or ruinous price wars. If koowledge of price coocessicas leads other sellers to

reduce price accordiagly, the price-cutting fiem wili jose the market share

advantage it could have gained through secret price shadies. Industry profits will
be lower due to the lower price levels. Therefore, givea that any prics concestions

will be disclosed, the most profitable strategy is more likely 10 be t0 refrain from

offering price concessions. Eliminating opportunities for secret action (by disclosing

price, for example) would greatly reduce the incuntive G oiigopolists 1o offer price

concessions.

IV. MARKET EVALUATION

Alter reviewing the theoretical criteria used by economisns 10 evaluate
market structure with FPL personoel knowledgeable i the ares of fossil-fuel
procuremest. | requested and was provided with esseatial market data necessary to
analyze the markst iz which FPL purcheses No, & fusl cil (resid). These dan,
together with other published infcrmation, were usnd G determine the sirscture of
the market.
A. Markat Structurs

The product under consideration is resid and its primary purchasers are
utilities. FPL i woewe e Southeast and, because of it geographical location,
purchases resid primarily from refineries in o Guif Coast area or the Caribbean.

Transportation costs limit the market 10 thess areas, although it may be possible 1o

pick up distressad cargoes (rom other locations on the spot market. Other major

purchasers of resid from the Gul’ Coast and Caribbean are utilities ia the




Northeast. Due 10 the additionsl transportation costs, however, utilities ia the

Southeast would be unlikely t© purchase resid from oortheasters refineries. The
Northeast does not have adequate refinery capacity t0 meet the demand ia that area
and is, therefore, 3 aet importer of resid from the Guif Coast aad foreign suppliers.
Therefore, the Northeast and Southeast are separate, but related, markets,

FPL purchases resi¢ ia very large quantities, usually ia barge or ship lou

(100,000 1o 200,000 barrels or more). [a 1986, FPL purchased 25.460.637 barrels of

low-syifur resid, the majority of which (68 perceat) was uyndar medium-term (one-
t0 two-year) coatracts. The remainder was purchased oa the spot markst  Thers

are very few buyers of resid in the marke: whe purchuse quastities approsching the

levels consumed by FPL. Table | shows the rplative size of purchases for he

major consuming ulilities in the Southeast and the Northeast. Of the 10 utilities

who had purchases of more than 500,000 barrejs oac month for the July through
September 1985 period, FPL is clearly the single most important Suye? inw irmme of
size. Only one of the other utilities is located in the Southeast

The eatry requimments for seliss im this =arket are substantial.  Sellers
must be capable of meetizg all of the uiility's specifications including quaatity and
quality (for example, mazimum sulfur, ash and watw conteat). Supolien mast either
refine or gather and blend carsoes from refinerian 10 marketable 1pecifications.

The 2apitai requirements associatsd witd Suildiag or buying a reflinery are
certainly substhouial Ascther visble 2n2ioe for entry into this market would be as
a reseller, blender or itruder. Al of the ss perticinstion levels would require 2
(inancial ieigm i the oil 10 be sold. AL ihis level, the entrant would gather
cargoes Trom refiners or other traden and blead (if required) to marketable

specifications. The primery facilitics requirement would be storage tanks to hold ol

for resale or to blend cargoss. Assumiog the esatrast intends 10 sell to wutilities,
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the minimum Durchase Quantity would be approximately (00,000 to 110,000 barrels.

This would represent oae bdarge lot. [t is possible to |ease wanks with agitators for

blending. The most flexidl®é approsch would be to lease a 230.000 barrel tank. This

would accommodate two barge losds or one mediua capscity vessel. The cost for

250,000 barrels of leased siorage would de approximately 30.01 per barrel per day or

$0.30 per barrel per month. Total taok cost (assumiag full utilization) would e

approximately $75,000 per moonth.

The prospective 1eseller would also need to have open lines of credit t©

finance oil purchases uatil paymeat was received (rom the customer. Assuming the

entrant intended 10 move a misimum of 1,000,000 bdarrels per month, it would be

necessary (o finance approximately 315,000,000 for 33 10 40 days.

Although the current barriers to entry into this market as a refliner or

reseller are substantial, they would be evea higher except that the depressed state
of the oil industry has created surplus refinery capscity and increased the storage

tank capscity available for leasse. The cost of these (facilities will increase as the

oil industry improves aoed the currest surplus availability dimioishes. Thus, it s

reasonable to aaticipste that future eatry coeditioas will be more. rather thaa less,

restrictive.

A oew compaay could also enter the market as a broker selling simall
cargo lots to utilities. Ia this case, the broker would oot have to take a financial
positioa with the product and would act a8 a middlemas decweea reflif®ry and/or
resellers and customers. The primary barrier to eotry at this level would be the
need o have esublished costacts with refiners, iraders aed potentisl customen

normally active in the market. However, this may not de a very viable approach if

an entering company expects to make utility sales. For example, FPL has informed
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the oil being 30id &3 this would e considessd a high-risk 10urce.

Table 2 preseats a list of curreatly active firms capable of supplying
resid to the southeastera utility market os 8 cootrscs basi.  This list represents
the firms presently capable of suppiying the southesstera utility market. Some of
thess firms also supply resid o ihe market in the Northeast.

The list of potential

contract suppliers 10 FPL i3 somewhat shorter. For example, because of the low-

sulfur requirement, Lagoven S.A. i3 6ot & press atsupplier @ FPL, dut could supply

other area utilities with lsss reetrictive sulfur  specificaioas. Lagoven refines

Venetuelan crude oil which has 3 high-sulfur conteat. Others, such a Sergeant Oil

and Gas Compasy and Torco Qi Company, sell primarily 10 US. Gulf Coast
resellers, but could supply utilities that have their own trissportation and buy in
sufficiently large quantities. Io its last request for bids G supply requirements for
1987 and/or 1988, I'T:I- received 12 propossls. Under circumstances where only 12 10
20 fiems compkte for saies ia a @arket dominated Dy & few large purchasers, each
firm will be coocerned with the actions or potential reactions of its rivals. The
loss of a large sale, such s aa FPL coetrsct, wouild uadoubisdly have a sigmificant
effect on the market share of ihas firm.

Some refinars or reséllers, though Bot ordiparily capable of or willing '
commit the resources 0eCessEry s speet utility specifications ia order to compel®s A
(he cootrsct market for low-suifur resid, may be potential spot market suppliers.
Table ) lists firms in this catsgesy. The sumber of firms in this category is also
small enough that they must be awars of und consider the prices offered by the
others in their decisionmaking process.

The primary charscteristic  which distinguishes oligopolistic markess s the

\Aterdependence of the sellers in the marhet Clearly, in view of the relatively
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small aumber of sellers, the restrictions oa eatry and the small aumber of large
buyers, the bids and prices offered by ooe fuel oil supplier will have aa effect g

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

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

other firms aad reasonably eipect to profit in the long term.

B. Effect of Disclosure

la Sectioa III, the role of disclosure aad the factors conducive t0 price-
cutting 8 oligopolistic industries was discussed. The aocalysis indicates that the

factors which facilitate secret discounting are also preseot in the southeastern

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

supplying resid ia this market. Resellers or brokers will have different cost

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

cost industry. Coatracts for resid are large and infrequeat. 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 to remain secret
for at least one to two years uader a long-term contract. Aad (finally, the expected
gains to undercutting the iodustry price t© a large buyer such as FPL would bde
large if secrecy could be assumed. All of these market characteriitics which are

present o the southeastera resid market are cooducive (0 the granmting of price

concessions. A limiting fasctor, however, may be disclosure or the !2¢k of secrecy
since price coocemio@d (0 8 singular large buyer such as FPL could Migs 3
significant loss of sales for the remaining sellers.

Th® analysiys of the (uel market ia which FPL competes indicales thae

sellers have a strong incemtive t0 gramt price concessions, but are most likely to

grant them oaly if sicrecy can be assured.
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V. CONCLUSION

Theory pesdicts that to the exteat fuel supplies and services are
purchased (s oligopolistic markews, public disclosurs of deniled pricing infeematice
will greatly limit opportunities for secret price concestions. This theoiy i@ eves
stronger whea soolied 10 o large buyer s relation 10 the size of the warket. My
analysis of the ascrual market iadicates that FPL s a very large BSuyer purchasing
fuel oil iz aa oligopolistic market where interdependence is a kiy chamciecistic, It
follows that the expecied consequence of greater disclosure of tha datails of fuel
iransactions is fewer price coocessions. Price coocessions ia fuel contracts result

ia lower oversll electricity cost 10 ratepayers. Consequeaily, pubiic disclosure i
likely o be detrimental to FPL and its ratepayern.

Swora before me this EACIVQCMINI. 1987 ia the Distriet of
Columbis,

1% rnyn

NOTARY PU

’ G %)
H,vmm&sanmm 30 /(957
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NORTHEASTERN AND SOUTH!ASTIIN
UTILITIES CONSUMING APPROXIMATELY
500,000 BARRELS PLUS PETROLEUM PER MONTH
July theaveb September 1983
Number of Average
Dnli_vory Barrels Suifur
(Percent)
(1) (¥3) (3) (4)
Florida Power and Light
Company
July B Floriga 2,920,000 0.83%
August v Florida 1,088,000 084
September 9 Florida on
5730100
Canal Electric Company
July | Massachuserts 868,00¢ 2.03
August I Massachuserts L093.000 209
1,963,000
Central Hudson Gas and
Electric Company
July 2 New York %02,000 1.32
August 2 New York 1,012,000 1.31
September 2 New York —222.000 1.2
’ 1,506,000
Commonwealth Edisoa y
oJuly — L § iilinow 547,700 0.67
Connecticus Light and Fowss
Company
Augusi ] Coanecticut 696,000 09
Consolidated Edison Compeay of
New York
July 9 New York 1,220,000 0.29
Augist 9 New York 848,000 0.29
September b

New York L073.000 0.26




TABLE L
Page 2 5f 2

NORTHEASTERN AND SOUTHEASTERN
UTILITILSE CONSUMING APPROXIMATELY
$00,000 RARRELS PLUS PETROLEUM PER MONTH

July through September 1985

Number of Average
Delivery Barrels Sulfur
(Percons)
() 2) (3 (%)
Florids Powst Corporation
July ? Florida 730,500 125%
Septersber ? Florida 541500 114
1,374,800
Long islaad Lighting Company
July 1 New York 1,499,000 220
Auguss 4 New York 1,636,000 220
Sepiamter 4 New York 312000 10
4,007,000
New Englasd.Powsr Company
Juiy 2 Massachusetts 591,000 1.50
September 2 Massachusata 643 006 2.0¢
1,234,000
Peansylvania Power and Lizhe
Compasy
Juiy 4 Pesasylvania 506,000 09
August 6 Peansylveania 1,395,500 089
Septeaaiss [ Peansylvasia - 0.53
2,506,000
TOTAL 23,976,300

Source: US. Department of Energy, Energy loformation Administration, Elssitis
Pawer Quasterly, Vable 14, Third Quarter 1985.
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POTENTIAL SOUTHEAST RESID SUPPLIERS
LONG-TERM CONTRACTS

Loag-Term Current or
Traasponatioa Provious
Active Comoany ~  Refiner Qwnor Leasa)  Syoplize of FpL
(1) ) )
Amerada Hess Corporatioa Ye Yes Yes
Amoco Oil Company Yes Yes No
Apex Oil Company No Yes Y
B. P. North Americe No Yes Yes
Belcher Qil Company No Yes Yes (current)
Chalivager Potrolenm (USA), Inc. No No No
Chevroa interational Oij Cempaay No Yeas No
Clarendoas Marketing, Ine, No No No
Eastern Sealioara Petsoloum Company No No No
Globdal Petrolpum Corporktion No No No
Hill Petrolqum Comgpaay Yes No No
Koch Fuels. loc. Yes No No
Lagoven S.A. Yes Yes No
New England Patroleum Company No No Yes
Petrobras (Bratil) Yes Yes No
Phibro Distributare Corporation No No No
Scallop Petrolpuem Company No Yes Yes (currenr)
Sergeunt Oil and Ciag Cempaay, lne. No No Yes
Stinnes lataroil, lae. No No Yes (cuerent)
Sus Qii Trading Compesy Yes No No
Tauber Oil Compaay No No No
Torco Oil Compeaw No No No

Source Data provided By Florida Power and Light Company.
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POTENTIAL SOUTHEAST RESID SUPPLIERS

SPOT MARKET

—AGUYe Company

Amerada Hess Corporatioa
Amoca Gil Company

Apez Cil Compasy

B.P. MNasik Amsrica

Belcher Cil Compaay

Challeagsr Petrelevm (USA), Ise.

Chevrou Internationst Oil Compeay, inc.

Clarsadon Marketina, lae,

Easisra Ssabdsard Perrolauir Company
Hill Pstroleus Compeay

Kock Fusls, Iae.

Lagoven S.A.

New Eagisad Petroleum Company
Phibeo Distridutars Cornorsiion
Scaiiop Petroleum Company
Sergsant Oil aad Cas Compeay, In¢.
Taubar Oil Compaay

Trazsworid Ol (USA), Ine.

Neo

<FFEREFFFRBEEE

§55588588%¢%

Source Data orovided by Florida Power and Light Company.
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ATWIACHMERT E
BEFORE THE

FLORIDA PUBLIC SERVICE COMMISSION

STATE OF FLORIDA) ss AFFIDANVTT
COUNTY OF DADE ) Cockst No. 640001 -E1

Before me, the undersigned authonty, Eugens Uingar appeared, who being duly swom
by me, sawd and lestified

My name is Eugene Ungar. my business adaress is 9250 W. Flagler Streel. Mianw, Fionda 33174,
| am employed by Flonda Power & Light Company ("FPL") as a Principal Fuel Analyst i the Business
Systems Department. | received a Bachelor's Degree in Chemical Enginsaring from Cornell University m
1872. In 1874, | received a Master's Degree in Business Admimstration from the University of Chicago.

From 1874 to 1984, | was employed by Mobil Oil Corporation where | served as a Senior Staff

Coordinator and Suparvisor in the Cerporate Supply & Distribution Deparntment, and ine Workdwide Refining

and Marketing Division's Strategic Supply Planning and Controlier

[}

Departments {5 HCSILANS ot iIncreasing
responsibility

In January of 1985, | joined FPL as a Senior Fuel Engineer and was responsible fo7 the fue! price
forecasting and fuel-related ptanning projects

in January ol 1988, | was given the added rasponsibiily for being Team Leader IGr FPL's Forecast
Review Board Task Team

In Septembar of 1988, ! was named Principal Engineer

in June of 1889, | was given the added responsibility o7 the Regulatory Services Group in the Fuel
Aesources Department

in July of 1991, | was named Prncipal Fusl Analys!

| have reviewed the atlidavit of Dr. Pamela J. Cameron, dalted Mairch 4. 18967. The conditions citedl
in Dr. Cameron's aflidavit, that led 1o her conclusion tha! the market in which FPL buys fusl ol is
oligopolstic
are still frye today. The reasons for this are as follows

A

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

size of residual tual oll purchasas for the major consum=ng UliEtas in the Southeast and the




Ungar Affidavit
Paga 2

Northeast. Of the 10 ytilities who had residual fuel oil purchases of more than 6 million barreis
in 1990, FPL is clearly the single largest buyer, especially in the Southeas!.

B. Table 2 attached herelo is an updated .ersion of Dr. Cameron's Table 2 (Cantract Suppliers)
and Table 3 (Spoi Market Suppliers). 1l idantifies those firms currently capable of supplying
residual fue! oll 10 the Southeastern utility market on a contract or 5pot basis. Circumsiances
today do not require a ditterentiation of suppliers between the contract and spot (one delvery
contract) markets. Since some of these supplers cannol always meet FPL'S Sullur
specifications, tha list of potential contract suppliers to FPL is somewhat shorter. in 1586, there
were 23 potential fuel oil supphers 10 FPL. in 1881 there are currently 27 potential fuel oil
suppiers. In its current request for bids 1o supply a portion of FPL's fuel oil requirements undes
contract for the 1981 through 18983 penod, FPL received 9 proposals. Undef circumstances
whare only 25 1o 30 hims compete for sales in a markel dominaled by a few large purchasers,
sach firm (supplier) will be concerned with the actions or polential reactions of its nvais.

The information shown in columns P and Q of the 423-1(a) report includes information on the
\erminaling and transportation markets and the fuel oil volume and Quality inspection market. In 1987 FPL
was only able to find eight qualified parties with an interest in bidding terminaiing and transportation
sarvices. Of these, four responded with transportation proposals and six with terminaling proposais. Dué
1o ihe small demand in Florida for both of these services, market entry is difficult  Consequantly, disclosure
of this contract data is reasonably likely to result in increased prices for terminaling and transporiasion
Sarvicas

Patroleum inspection sefrvices aiso have the marke! characteristics of an oligopoly. Due 1o the
limited numbar of tusl tarminal operations, there are corraspondingly few requiremaents for iuel inspeciion
services. In FPL's last bidding nrocess for petroleum inspection services in 1991, only five qualfied bidders
were found for EPL'a hid 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 contvact
for such servicas as wauld the disclosure of FPL's prices for 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
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an ohgopohstic market is likely to result in a withdrawal of price concessions 1o that buyer, thereby impainng
the buyer's ability t0 negotiate contracts in the future

The adverse effect of making information o! this nature available to suppliers is evidenced by the
oil industry's reaction to publication of FERC form 423 That form discloses a delivered price of fuel oil
Because of the importance of this information 6 ‘uel.rupphers, saveral services arose which compiled and
sold this information to suppliers that are only ico wiling 10 pay. We expect that a similar “cotiage
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 availatla to tha fuel suppiisre, and this will ultimately act as a
detriment to FPL's ratepayers

The information which FFL seeks 1o protect from disclosure is contractual data that is treated by
FPL as proprietary confideniial business information. Access within the company to this information is
restricted. This information has not, to the bast o my knowledge. been disclosed aisewhere. Furthermore
pursuant to FPL's fuel contracis, FPL is obligated to use all reasonable sttonts to maintain the confidentiality
of the information identified as confidential in Attachmenis A and C of FPL's Reguest for Specified
~onfidential Classificatior

The pricing information appearing on FPL's Form 423-1(a) or 423-1(b) for which confidentia

classification is sought shouid remain confidential for the time penod the coniract is in effect, plus six

months. Disclosure of pricing informaticn diring tha contract period or prior to tha negotiation of a new
ontract is reasonably likely to !mpair FFL's ability to negotiate fulure (Tacts as described above
FPL typically negotiates new residual (No. 6) tual ovl contracis and fuel related service i acts
the end of exishing contracts. Howsver, on occasion some contract negotiations are not inalize
sntil after the end of the contract period of existing contracts. In those instances, the new niracts are
typecally negotiated within the next six months. Consequently, it is necessary 1o maintain the confidentiakty
f the information identified as confidential on FPL's Form 423-1(a) or 423-1(b) for six months afte ar




Uncar Affidavit
Page 4

which such fuel ol is purchased are fulfilled upon delivery, FPL requests the price information identified as
confidential in Attachments A and C of FPL's Request for Specified Confidential Classification be kept
confidential for a period of six months after the delivery Six months is the minimum amount of ime
necessary for confidentiality of these types of purchases 1o aliow FPL to utiize its market presence in
gaining price concessions during seasonal fluctuahons the demand for residual (No. 6) fuel oil
Disclosure of this information any sooner than six months giter completion of the transaction is reasonably
likely to impair FPL's ability 10 negotiate such purchases
In summary, it is my opinion that the conditions cited by Dr. Cameron in her affidav't are still valkid
and that the markets in which FPL buys fuel oil, and fuel oil related services, ara ohgopclstic
n addition, this affidavit is ir 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 Attachmenis
A and C in FPL's Request for Confidential Classification is proprietary confidental biusiigss information as
that term is defined in §366.093, F.S. As such, disclosure of this contractual data wouio impair FPL's ability
to contract for No. 2 fuel oil on favorable terms in the future
No. 2 fuel oil is purchiased through a bidding process. At the request of the No. 2 fuel oil supplers
FPL has agreed to not puGsCiy disclose any supplier's bid. This non-disciosure agreement protects both
FPL's ratepayers, and the bidding suppliers. As 1o FPL's ratepayers, tie non-public bidding procedure
provides FPL with a greater variation in the range of bids that would otherwis ! be available f the bigs
or the winning bid by itself, were publicly disclosed. With public disclosure of the No. 2 tuel oil prices found
FPL's Form 423-1(a), the bids would narrow 10 a closer range around the last winning bid eiminating
he possibility that one suppher might, based on his economic situation, come in substantially lower tha
he other supphers. Nondisclosure likewise protects the suppliers from divuiging any economic advantage

that suppher may have that the others have not discovered

The No. 2 fuel oil pricing information appearing on FPL's Form 423-1(a). for which confidentia
assification is sought, shoulkd remain confidential for the time period the contract is affect. plus Six
montt osura of pricing nformation during the contract period or prior t the negatiation { a new

ntract reason ”.« kaly 1« mpair FP at "" ' neqgotiate | e f art s descnbed ar w
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FPL typically negotiates its No. 2 tuel oil contracts prior 1o the end of such contracts. However, on
occasion some contracts are not negohated untl after the end of the current contract penod. In those
nstances the contracts are typically renegolatéd witiun six months. Consequently, it is necessary 1o
maintain the conhtidentiality of the informeation identified as configentiai on FPL's Form 423-1(a) for six
months after the end of the individual contract period the information relates to. Disclosure o!*™éuE
information any saoner than six months after completion of the transaction is reasonably likely to impair

FPL's ability to negotiate such contracts

Further affiant sayeth naught

f;{_/\{ e \th‘c\.f\

Eugen@lUngar U

State of Flonda

ounty of Dade

Tha foragoing instrumen! was acknowledged before me this “ m day o!f May, 1984 n Dade
County, Florida by Eugene Ungar, who is personally known to me and who did take-an oath
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NORTHEASTERN ANC STUTHEASTERN

UTILITIES PURCHASING APPROXIMATELY
6 MILLION BARRELS Pi.US FETROLEUM ¢ 1821

—Mtity/Month
Flonda Power & Light
Company

Boston Edison Company
Canal Electric Company

Central Hudson Gas and
Electic Company

Connecticut Light & Fowsr
Company

Consolidated Edison
Comgany of New York

Flonda Power Corporation

Long isiand Lighting
Company

Niagara Mohawk Power
Corporgtion

State . Bamels
(000)
Florida 31,782
Massachusatls 6.871
Massachusetts 10.286
New York 10.008
Connecticut 7.578
New York 11,864
Fionda 10112
New York 14 O3R
New York 6. 824
8. Department o! Energy
Admimstration E

L

Average
Sulur

Lontent

(Parcent)

1.2

0.85

14‘,

087

nformation



TABLE 2

POTENTIAL SOUTHEAST RESID SUPPLIERS

Amerada Hess Corp

BP North America

Chevron International Oil Co
Clarendon Marketing, Inc
Clark Qil Trading Company

Coastal Fusis Marketing, Inc

Enjet Inc

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

Kerr McGee

Las Energy Corp

Lyondell Patrochemical Co
Metallegelischaft Corp
Northeast Petroleum
Petrobras

FPetrolea

Phibro Energy Inc

Rio Energy International
Stewart Petroleum Corp
Stinnes Inleroil

Sun Oil Trading Company
Tauber Qil Company
Texaco

Tosco Ol Company
Transworld Oil USA

Vitol S A

Hatinar

YES
YES
ND
NO
NG

NO
NO
YES
NO
YES
YES
NO
YES
NO
NO
YES

NO

')
U

NO
NO
YES
NO

YES
YES

YES

FPrevious
Suppler of FPL
__gﬂﬂ.mm“_"'-

YES/YES
YES/YES
NO/YES
YES/YES
NO/YES
YES/YES
YES/YES
NO/YES
NO/NO
NOMWNO
NQ/YES
NCO/YES
NO/YES
NQ/NO
NO/NO
NO/MNDO
NO/NO
NO/YES
NC/YES
YES/YES
NO/NO
YES/YES
NO/NO
NO/YES
NO/YES
NO/YES
NO/NO
NO/N(
NO/YES

Sourcs: Data provided by Florida Power & Light Compary (May 10, 1994)

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




CERTIFICATE OF BERVICE

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 March, 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, all on this 12th day of May,

Barbara A. Balzer

Florida Public Service Commission
101 BEast 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 USAP/ULT, STOP 21
Tyndall AFB, FL 32403-6001

Robert S. Goldman, Esq@uire

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

Tallahassee, FL 32302

1994.

Mr. Prentice P. Pruitt

Florida Public Service
Commission

101 East Gaines Street
Fletcher Building

Tallahassee, FL 32399

Jack Shreve, Esquire
Robert Langford, Esquire
Office of Public Counsel
624 Fuller Warren Building
202 Blount Street
Tallahassee, FL 32301

Lee L. Wills, Esquire

James D. Beasley, Esquire

Ausley, McMullen, McGehee
Carothers & Proctor

P. O. Box 1391

Tallahassee, FL 32302

lee G. Schmudde, Esquire

Reedy Creek Utilities, Inc.

P. O. Box 40

Lake Buena Vista, FL 32830

James A. McGee, Esquire
P. O. Box 14042
St. Petersburg, FL 33733




Zori G. Ferkin, Esquire Josephine Howard Stafford

Sutherland, Asbill & Brennan Assyjgtant City Attorney
1275 Pennsylvania Avenue, N.W. J15 East Kennecly Blvd.
8th Ploor Tampa, FL 33615

Washington, D.C. 20094

Anthony G. Tummarello

Director of Energy

Occidental Chemical corporation
5005 LBJ Freeway

P. 0. Box 809050

Dallas, TX 75380-3050

Steven H. Feldman

SHF/ssk

Certifrz.ner




