Flaniga Power & Lighe PO0B -

September 14, 1994

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

Fletcher Building

Tallahassee, Florida 32399-0850

Re: Docket No. 940801-EI

Dear Ms. Bayo:

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

FPL’s Request for Confidential Classification. Fifteen copies
of FPL’s Request For Confidential Classification of Certain
Information Reported on the Commission’s Form 423-1(a) with
Attachments B, C, D and E are enclosed. The original Request
for Confidential Classification of Certain Information
Reported on the Commission’s Form 423-1(a) with Attachments A,
B, C, D and E is enclosed. Please note that Attachment A is

an unedited Form 423-1(a) and therefore needs to be treated as
confidential.

If you have any questions regarding this transmittal or the
information filed herewith, you may contact me at (305) 552-2724.

Sincerely,

e

Steven H. Feldman
Attorney
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ts of Utilicey Customers. The

5366.093, and shoulgqg therefore be exempt fronm 5119.07(1).

i instead, it must

simply pe Shown that disclosyre is "reasonably likely" ¢o impair

the contractinq for goods Or servjces On favorab)e terms. See

Order No. 17046, at Pages 3 ang D

Attachnent A) a Copy of FPL’g July, 1994, Form 423-1(a) With the
information for whjch FPL seeks confidential
classification highlighted. This document jg to be

treated as confidential.







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

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

and C.

7. The confidential nature of the No. 6 fuel oil information
FPL seeks to protect is easily 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 1is 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 o0il, is reasonably
likely to increase the price at which FPL can contract for No. 6

fuel oil in the future. ee the affidavits of Cam ar.

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.

(p) That FPL’S ability to procure No. 6 fuel oil, terminaling
and transportation services, and petroleum inspection
services 1is 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 oil, 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 oil. Without confidential classification of the price FPL
pays for No. 2 fuel oil, FPL is reasonably likely to experience a
narrowing of the bids offering No. 2 fuel oil. The range of bids
is expected to converge on the last repcrted public price, thereby
eliminating the probability that one supplier will substantially
underbid the other suppliers pased upon that supplier’s own
economic situation.

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 infcrmation identified because:

(i) the bidding process through which FPL obtains
No. 2 fuel o0il 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.

18, 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
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private, and has not otherwise been publicly disclosed to the best

of FPL’s 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’s unedited Form 423-1(a).

Respectfully submitted,
Date: September 14, 1994

Steven H. Feldman

Attorney

Florida Power & Light Company
P. O. Box 029100

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

Florida Bar No. 0869181
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ATTACHMENT C

Docket No. 940001-EI|
Seplember, 1994

Justification for Confidentiality for July, 1994 Report:

EQRM LINE(S) COLUMN RATIONALE
423-1(a) 8 -39 H (1)
423-1(a) 8 -39 i (2)
423-1(a) 8 -39 J (2). (3)
423-1(a) 8 -39 K (2)
423-1(a) 8 -39 L @)
423-1(a) 8 -39 M (2), (4)
423-1(a) 8 -39 N (2). (5)
423-1(a) 8 -39 P (6). (7)
423-1(a) 8 -39 Q (6).(7)
423-1(a) 1-7 HILK,LLN,R  (8)

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

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 par barrel for specitic shipments from specific suppliers. This information
would allow suppliers to compare an individual supplier's price with the market

quote for that date ot 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.

——




)

(3)

(4)

()

(6)

likely to be increased No, g tuel oil prices and thereforg inCreased electric rapes.
Please sgg Or. Cameron's affidavit filed with FPL's Request for Contidentia

concession, the Conceding Supplier will pe torced, due 1o the oligopolistic nature
of the Market, to withdraw from future Concessiong. Consequently. disclosyre of
the invoice price of Ng. 6 fuel oil Paid by FpL to specific fuel Suppliers g
réasonaply likely to impair F PL's ability to negotiate price concessions in future No.
6 fuel oil Contracts.




T ()

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

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

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

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

efforts of [FPL) to contract 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 for specific shipments from specific suppliers. No. 2 fuel oil is
purchased through a bidding process. At the request of the No. 2 fuel oil
suppliers, FPL has agreed to not publicly disclose any supplier's bid. This non-
disclosure agreement protects both FPL's ratepayers. and the bidding suppliers.
As to FPL's ratepayers, the non-public bidding procedure provides FPL with a
greater variation in the range of bids that would otherwise not be available if the
bids, or the winning bid by itself, were publicly disclosed. With public disclosure
of the No. 2 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.




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

423-1(3) 8-11 H-N 3/16/95

423-1(8) 12 H-N 3/15/96

423-1(8) 13 - 39 H-N 01/31/95

423-1(3) 8 -39 P 3/31/99

423-1(8) 8 -39 Q 06/30/96

423-1(a) 1-7 H, I, K, L.N. R 03/31/95




'« reasonably likely to impair FPL's ability to negotiate such purchases.

The No. 2 tuel 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.
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ATTACHMBNT D

BEFORE THR

FLORIDA PUBLIC SERVICE COMMISSION

) AFFIDAVIT
DISTRICT OF COLUMBIA ) = Decket No. 870001 -El
)

Befoce me, tha undersigoed authority, Pameia J. Cameroa appesred, who
deing July swora by me, said 30d testified

L INTRODUCTION ¢

My oame is Pamels J. Camero& my busioess sddress is 1000 M Street,
N.W., Suite 600 South, Washingioa, D.C.  20038. | am employed by the National
Ecooomic Resesrch Associstes, loc. (NERA) a8 3 Senior Analyst. 1 received my BS.
in Busintss Administratios from Texss Tech University in 1973, my M.A. in
Economics (rom the Uaiversity of Okishoma ia 1976 sod my Pa.D. in Economics
(rom the University of Okishoms ia 1983. My msjor fields of study have been
Industrial Orgasizatios, Public Fiasnce sad Ecosometrics.

Since 1982, | have bees employed by economic and regulatory consulting

w utility reguiatios. 1 have directed numerous
projects iocludiag markst snalysia, gas acquisition and contract negotistion, and
alternative (usls evalustioa.

1 have bees asked by Florida Power and Light Compasy (FPL) to evaluate
he market in which FPL buys (uol oil and to0 determine what impect, if aay, public
disclosure of have oa FPL and io
ratepayers.  Specifically, the data 1 will sddress is the datwiled price information

reported on Florids Public Service Commission Form 423
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the price of one firm will affect the amounts which other sellers cas sell and the
prices that they caa charge. Oligopolistic industries may sell ecither differentiated
or homogeoeous products asd are usually charscterized by high barriers to estry.
Because of the interdependence of suppliers, the exteat t0 which they are ioformed
with respect to the actioas of other parties ia the market will affect their bdbehavior
and the performance of the market.

A mooopolistic market i 000 ia which a single seller costrols both the
price sad output of a product for which there are 80 closs substitutes. There are
also sigaificast barriers to preveat others from eotering the market. 1a this
instance, the seller knows the detsils of esch transaction and there is 00 clear
advaotage to the buyer io keeping these details conflidential.

It is clear eves from this brie( discumion that s dewrmination of the
likely effect of the disclosure of the terms and cooditions of transactions depends
on the type of market iovolved. Ia determining the structure of FPL's fuel oil
market, | have reviewed the sellers asad buyers operating i thess markets, the
homogeneity of the product, the factor goverping eatry of exit from the markets
and the role of iaformation. The review iodicatas that the fuel oil market in which
utilities ia the Southeast purchase supplies is oligopolistic. That is, the actioms of
one firm will affect the priciag sad output decisions of oiher sellers.  The
interdependescs amoeg fuel oil mpplisrs is compounded by the presence in the
market of 8 few very large purchasers, such a3 FPL. The (ollowing sections
describe the deinils of ae elaboratioa of the consequenced of transaction disclosure

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

nersg
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. EFFECY Of DISCLOSURE IN OLIGOPOLISTIC MARKLTS

the role the theory 8

helpful in uoderstanding the pricias policies of oligopolists sod the predicted impact

on fusl costs.

An oligopolistis market suucture s charscterizsd by competitioa Of

conclusively how the market functioas. ia e case of oligopoly, 8 aumber of

outcomss 8re possible depending upos the degree tO which the firms act either as
rivala or 8 cooperators Sellers have 8 commoa §roud interest ia keeping Drices
high, but have 8 coaflict of interest with respect to market shars.

The managsment of oligopolistic (irms recognizes that, given their mutual
interdepsndencs, profits will be higher whes cooperative policies are pursued than
whea each firm oG only ia it owe parrow self-interest. I firms are offered the
opportuaity 0 collude, oligopolistic market Wwill tend ‘0 exhibit 8 teadency toward
the maximizatio® of collective profits (e priciag behaviof associsted  With
monopoly). Howevet. coordinatoa of priciag policies 10 mazimize joist profits 18
not easy. especially where cost and markst share differences lead O coaflicting
price 8ad outpst prefereec® amoag fums Coordisstion considerably less
difficuit whes olippsim a8 ComMmunicate opsnly sed fresty. Bwt the antitrust
laws, which ere coacersed Wwith iahibiting aosopoly Pricing. make overt cooperation
volawful, Theere are, however, subtis ways of coordinatiog pricing decisions which
are both legal and potsatially effective if discipline caa b maiataioed.

Ooe means of coordinating behavioe Wwithout running sfoul of the law is
price wadership.  Price leadership cas genenally be viewed 0 8 public signal by
fiems of in their quoted prices. It each firm knows that its price cuts

by it civals, it will have much less incentive t0 make them.

ner#®



By the same Mihrinhmaum‘.nhi“p'i“
quote oaly if other firms follow with @atching prices.

ceiling prices. By
idhering o these accapied targen, coordinatiog is facilitated and price warfare s
discouraged.

While oligopolists have iocentives 10  cooperate 1] Maiatzining Drices

above the competitive level, there e also divisjve forces, There are

high "h adverss business conditions; ()
lumpiness aag id‘nqnuy in the purchase of products; aag (5) secrecy and recalia-

*¥» OB coordination

is the n of firms ig  The , ..u the aumber
of sellers jn 5 junng clse the wame, the more difficult it ig 4o maintajo
8 noncompetitive TIACCOR prics. A3 the Sumber of (irmg increases and the
market share of w, (irms are increasingly ape 1o i800re the effect of
their 08 the actions of orher firms. |[a additios, a1 the

nera
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Prices ang. therefory
will Odviously be larger wieq the order o stake
the amoyg, of iaformatiog 8 firm Coaveyy about ¢y Pricing Strategy
190 other firms g the mar
Quoites, Clearly, the lagy fnqnmly Orders .4 [ 1]
Would de.
t &:un.m.lchﬂmu-l-m
The longer «
T
lists have (pg




reduse price &ccordingly, e prieo-cum'u ficm iy lose the market spgrq
Mvantage ;¢ could hgwe g3ined through CTet price shading. ladustry profits ;)
be lower due to0 (he lower price levels, Therefore, Sivea g 8ay price concessiong
will be disclosed, the mogt profitabile Strategy g @ore likely i be to refraia from
offering price CoOemmiom Eliminating OPPortunitias fop Secret actiog (by disclosing
Price, for example) would 8reatly redyuce the iacensive % oligopolisey % offer price

concessioas

v, MARKET !VALUATION

Alter reviewing he theoretica) criteria yseq by economises 10 evaluate
market structure  wiey FrL Personae knowlod.ublo ia the area of fossil-fye;
Procuremeat, | feQuested 99 Y& provided with esseqrig) @arket daey cmxary o
Nalyze the markee 8 which Fpr Purchases No. ¢ ool oil (resiq) These dacy
BN with opher publishag informatiog, Were used o determing (he structure of

utilities, Fpr ;4 located ia (pe Southease 10d, Decause of iy 8¢ographical location
Purchases rogig primarily froq refineries ia (ng Gulf Coas Ares or the Caribbegn
Transpormatiog Costs limic the market (0 thege dress, alihough may be possible 1o
Pick yp distressed Cargoes from ocher locations og the spo¢ Market. Ouwner major
purchasers of resid from (he Gulf Coase 3nd  Caridbean 4 utilities g (e

.









@0 that they are hesitast t0 deal with o broker who doss 8ot acrually hold tityy to
the oil beiag s0ld as this would be considered a high-risk source.

Table 2 preseats a list of cucrrently active firms capadble of supplying
resid to the southeasters utility market o a coatrect basis. This list represents
the firms preseatly capeble of supplyiag the southeasters utility murket. Some of
these firms also supply resid to the market ia the Northeast The list of potential
coatract suppliers to FPL is somewhat shorter. For example, decause of the low-
sulfur requirement, Lagovea S.A. is not a preseat supplier to FPL, but could supply
other area utilities with less restrictive sulfur specificatioss. Lagovea refines
Venezuelaa crude oil winich has a high-sulfur content. Others, such as Sergeant Oil
sod Gas Company aond Torco Oil Compeny, sell primarily to US. Guif Coast
resellors, but could supply utilities that have their own transportation and buy in
sufficiently large quantities. Ia i last request for bids to supply requirements for
1987 and/oc 1988, FPL received 12 propossls. Under circumstances where oanly 12 to
20 firms compete for sales ia a market dominaited by a few largk purchisers, each
firm will de concerned with the actioas or poteatial reactions of its rivals. The
loss of a large sale, such a8 as FPL coatract, would undoubtedly have a significant
effect on the market share of that (irm

Some refinars or resellers, though oot ordisarily capable of o¢ willing to
commit the remourcal DECMMEAryY 0 @meet utility specifications ia order to compels in
the contract market for low-suifur resid, may be poiential spot market supplifrs.
Table 3 lists firme ia this category. The number of firms in this category is also
small enough that they must be aware of and consider the prices offered by the
others in their decisionmaking process.

The primary characteristic which distinguishes oligopolistic markets is the

interdependence of the seliers ia the market. Clearly, in view of the relatively

ners
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V.

that 10 the extaat (usl W
purchased in markey; public disclasare of deuwiled pricifg inforMition
will concessions.

stroager -mmo-wuwunm»mu-amwm My
ammdtbstdwi-diauwmiumwnhmwnwing
fuel oil ia as oligapolistic market where insrdependesce 8 8 key charscteristic. It
foliows that the expectsd coasquence of grester disclasure of the denails of fuel
transactioas i fewer price coocessions.  Price coecaasioss i8 fuel costract result

in lower overall electricity cost to0 ratepaysrs.  Coasequeatly, public disclosure is

likely to be detrimeatal to FPL and its ratepayers.

Swors before me Whs ft"" day of March, 1987 is the District of
Columbia

NOTARY PUBLIC

My commission expires #f éi{), / 7 8(/
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NORTHEASTE
UTILITIES CONSU
500,000 pARREL g rL

———Lility’Month —DPoings —Stam___

Florida Power 304 Light
Compeay

July

August

September

Canal Elecric Compeay
July
August

Central Hudson Gas and
Electric Compaay

July

August

September

Commomnum

Edisos Comgunsy
July

Conascticyt Light and o=
Company
August

Consolidated

New York
July
August
September

Edisoe Compaay of

Number of
Delivery

()

~ N

® O 9

RN AND SOUTHE

()

Florids
Flonds
Florida

Masachuserry

New York
New York
New Yock

Ilisois

Coancticng

Niéw York
New York
New York

nera

ASTERN
MING APPIOXIMATII.Y
US PETROLEUM re

R MONTH

Barrels

e

3)

2.92°.M
1,088,000

3.302,000
868,000

1,963,000

902,000
1,012,000

2,506,000

347,700
696,000

1,220,000
848,000

3,143,000

Avenige
Sulfyr

-Content

(Perceant)
(C))

0.83%
0.84
081

203
2.09

0.67

0.99

0.29
0.29
0.26
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?
’ (3)
30g,
"J”'a 0.9
‘% 0.
2506000 o
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TapLg ;
'OTINTIAI. SOUTHIAST RESID SU"!.llls
!.ONC-TIIM
Loog-Term Currenr o
Tﬂl.lﬁ.ﬁo. Previoyg
» - (1) @)  —
Amenndg Hess Corvonatiog Yes Yes Yes
Amoco Oj) Cooauy Yes Yes No
Apex Oj) Conmy No Yes Yes
8P Aadericy No Yes Yes
Beicaer 04 Compaay No Yes Yes (curreat)
ager Atrokmg (USA), Inc. No No No
Chevrog la-'-u-‘ Oi) Commy No Yes No
Qlareadog Mnmn’n'. lac. No No No
Eastern Seaboarg Petroleum Compeny No No No
Globas Petroleuy C t No No No
Hiny Petroleuny Coca.y Yes No No
Kock Fuels, lac Yes No Neo
4govea § A. Yes Yes No
New Englang Petroieum Compeny No No Yes
Petrodrag (Brazil) Yes Yes No
ibro Distridusory Corporatiog No No No
Petroleuq COQu.y No Yes Yes (curreny)
Sergesar Oil ang (€™ Conouy Iac Neo Neo Yes
inneg Interoil, Ise. No No Yes (curreqr)
Sua Oil Trading Coaguay Yes No No
Tauber O Cocauy No No No
Torco Oi} Compaay No No No
‘SWIWR Dypy Provided by Florida Power ang Lighe Commy

nera



POTENTIAL SOUTH

IABLRD

EAST RESID SUPPLIERS

SPOT MARKET

__Active ComRaRY. ——

Amerada Hess Cocpoftios
Amoco Oil Compasy
Apex Oil Compeny

B.P. North Americs

Eastera Seaboard
Hill Petrolsu® Compeay
Koch Fusl, 18c.

Scallop Petroleusm Compeny
Sargeant Oil and Ges Company, 1e€.
Tauber Oil Compesy

Traasworid Ol (USA), Isc.

Long-Term
Traaspormtios
Rafina
(1) (2)
Yes
Yes
Yes
Yes
Yes
No
Yes
No No
No No
Yes No
Yes No
Yes Yes
No No
No No
No Yes
No No
No No
Yes No

Source Dulwidl‘bymromudl.i.llCo-puy.
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ATTACHMENT E
BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

STATE OF FLORIDA) ss AFFIDAVIT
COUNTY OF DADE ) Dockat No. 940001-E!|

Bafore me, the undarsigned authority, Eugene Ungar appeared. who being duly sworn
by me, said and testified:

My name is Eugen# Ungar; my business address is 9250 W. Flagier Street, Miami, Florida 33174.
| am employed by Florida Power & Light Company (“FPL") as a Forecasting Specialist in the Business
Systems Daipartment. | recaived a Bachelor's Degre@ in Chemical Engineering from Cornell University in
1972. In 1974, | received a Master's Degree in Business Administration from the University of Chicago.

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

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

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

In Saptember of 1988, | was named Principal Engineer.

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

In July of 1991, | was named Principal Fuel Analyst

In October ot 1993, | was named Forecasting Specialist.

| wed the affidavit of Dr. Pamela J. Cameron, dated March 4, 1987. The conditions cited
in Dr. Cameron's affidavit, that led to her conclusion that the market in which FPL buys fuel 0l is
oligopolistic, are still trua today. Tha reasons for this are as follows:

A. Tabie 1 attachad hareto is an updated varsion of Dr. Cameron's Table 1 showing the relative

size w@ses for the major consuming utilities in the Southeast and the

B
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Northeast. Of the 4 utilitigs who had residual fuel oil purchases of more than 6 million barrels
in 1993, FPL 5 clearly the single largest buyer, especially in the Southeast.

B. Table 2 attached hereto i3 an updated version of Dr. Cameron's Table 2 (Contract Suppliers)
and Table 3 (Spot Market Suppliers). It identilies those firms currently capable of supplying
residual fuel oil to the Southeastern utility market on a cantract or spot basis. Circumstances
today do not require a diffe-entiation of supphkars between the contract and spot (one delivéry
contract) markets. Since some of these suppliars cannot always meet FPL's sultur
specifications, the list of potential contract suppliers to FPL is somawhat shorter. In 1986, there
were 23 potential fuel oil suppliers to FPL; in 1994, there are currently 29 potential fuel oil
suppliers. Inits Currént request for bids o supply a portion ot FPL's fuel oil requiremants undar
contract for the 1993 through 1995 neriod, FPL received 5 proposals. Undar circumstances
where only 25 to 30 firms compete for sales in a market dominated by a few large purchasers,
each firm (suppler) will be concerned with the actions or potential reactions of s nvals.

The intormation shown in columns P and Q of the 423-1(a) report includes information on the
terminaling and transportation markets and the fuel oil volume and quality inspection market. In 1987, FPL
was only able to find eight qualified parties with an interest in bidding terminaling and transportation
services. Of these, four responded with transportation proposatls and six with terminaling proposats. Due
to thia 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
servicas.

Petroleum inspection services atso 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 inspaction services in 1991, only five qualified biddars

ware found for FPL's bid solicitations. Conséquently, disclosure of theé contractual information (i.e., prices,

terms and conditions) of ices would have the same negative effact on FPL'
for such se» @ of FPL's prices for residual (No. 6) fuel oil dekineated in Dr.
Camearon’ vit. That is, pursuant to aconomic thaory, disclosure of pricing information by a buyer in
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an oligopolistic m » 10 result in a withdrawal of Price concessions to that buyer, thereby impainng

the buye ly to negotiate contracts in the future.

FPL typically negotiates new resigual (No. 6) tuel oil contracts and fuel retateq services contracts

Pnor to the end of axisting contracts However, on occasion some contract nagotiations are not finahzed
until after the end of the contract period of existing contracts. In those instances, the Néw contracts are
-s ]

iiER @S confidential on FP's Form 423-1(a) or 423-1(b) for s

of the individual contract period the informas s 0.
§ oct i 70. 6) fuel oil pricé information on the Form 423-1(a) or 423-1(b) for oil
i 7imm Not purch « lo an alkready @xisting contract, and the terms of th
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which such fual oil is purchased are fulfilled upon delivery, FPL requests the price information dentified as
confidential in Attachmants A and C of FPL's Request for Specified Confidential Classification be kept
confidential for a period of six months after the dalivery. Six months is the minimum amount of time
necesséary for confidantiality ot these types of purchases to allow FPL to utilize its market presence in
gaining price concessions during seasonal tluctuations 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 1o impair FPL's ability to negotiate such purchases.

In summary, it i5 my opinion that thia conditions cited by Dr. Cameron in her affidavit are still vakd,
and that the markets in which FPL buys fuel oil, and fuel oil related services. are oligopolstic.

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

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 beds.
or the winning bid by itsell, were publicly disclosed. With public disclosure of the No. 2 fu#l oil prices found
on FPL's Form 423-1(a), the bids would narrow to a closer range around the last winning thd ehminating
the possibility that one supphker might, based on his economic situation, come in substantially lower than
the other suppliers. Nondisclosure likewise protects the suppliers trom divuiging any economic advantage
that suppher may have that the othars have not discovered.

The No. 2 fual oil pricing information appearing on FPL's Form 423-1(a), for which confidential

®may
months. Disclosure of pricing information during the contract period or prior 1o th@ negotiation of a naw

contract is reasonably likely to impair FPL's ability to nagotiate future contracts as described above.
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FPL typicially nagotiates 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 thosé
the contracts are typically renegotiated within six months. Consaquently, it 18 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 information relates to. Disclosure of this

Information any sooner than six months after completion of the transaction s reasonably litely to impair

FPL's ability to negotiate such contracts.

Further aftiant sayeth naught.

State of Florida )
) SS
County ot Dade )

h
The toregoing instrum@nt was acknowledged betore me this |2‘ day ot September, 1994 in Dade
County, Florida by Eugene Ungar, who is personally known to me and who did take an oath

— s
-
: + NORE®
7~ A rrunnssione CC 373808
27,1868

ey

G CO., INC.
Notary

Public Title
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NORTHEASTERN AND SOUTHEASTERN
UTILIMES PURCHASING APPROXIMATELY
6 MILLION BARRELS PLUS PETROLEUM IN 1993

Average
Suthur
b fonth Stale —Bameis Contert.
(000) (Percent)
Florida Power & Light Florida 37,902 1.57
Company
Canal Electnc Company Massachusetts 7.688 1.54
Florida Power Corporation Florida 10,786 1.85
Long Island Lighting New York 9,747 0.90
Company
Sourca: US. Department ® o
Administration. Eleciric Powar Monihty. Aoal 1334

65
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Amerag, Hegsg Corp. YES YES/vgg
8P North America YES YES/veg

hevron lnt.mmlonal Oil Co. NO NO/Ygg
Clarengon Mmling. Inc, NO YES/vES
Clark Oy Traaing Commny NO NO/veg
Coasta; Fuels Marl:enng. Inc. NO YES/veg
Enjet inc, NO YES/veg
Globa) Petroigym Company NO NO/ves
Intarng, Trage, Inc, (Braz() YES NO/NO
John w_ Stong Oil Digy NO NO/NO
Koch Fuels YES NOrveg
Kerr McGeg YES NOrvgg
Las Enorgy Corp, NO NOrvgg
Lyondel Petro:h'mical Co. YES NO/NO
Melamchan Corp, NO NO/NO
Noﬂ'hoast Petrobum NO NONO
Potrobras YES NO/NO
Petrolgg NO NO/YEs
Phibro Energy Inc. NO NOrvgg
Rio Emrgy lmemau'onal NO YES/ve S
Stewan Petroloum Corp NO NO/NO
Stinnegg Interoj, Inc. NO YES/YEg
Sun Oy Traaing Company YES NOmNO
Tauber Oit Company NO NOrvgg
Taxaco YES NO/veg
Tosco Qil Comoany YES NO/YEg
Transworb Oil yga YES NOmNO
Trintoc YES NOmO
Vito! S.A. inc NO NOrveg

=

Note: 1) ‘hhhmc’mww%mhuh&m



CERTIFICATE OF SERVICE

I BREREBY CERTIFY that a true and correct copy of Florida Power
& Light Company’s Request for Confidential Classification of the
Form 423-1(a) for July, 1994, was forwarded to the Florida Public
Service Commission via Airborne Express, and copies of the Request
for Confidential Classification without Attachment A were mailed to
the individuals listed below, all on this 14th day of September,

1994.

Barbara A. Balzer

Florida Public Service Commission
101 East Gaines Street

Fletcher Building

Tallahassee, FL 32399

John W. McWhirter, Jr., Esquire

Joseph A. McGlothlin, Esquire

McWhirter, Reeves McGlothlin,
Davidson, etc.

P. 0. Box 3350

Tampa, FL 33601-3350

G. Edison Holland, Esquire
Beggs & Lane

P. 0. Box 12950

Pensacola, FL 32576

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

Robert S. Goldman, Esquire

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

Tallahassee, FL 32302

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. 0. Box 391

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




2ori G. Ferkin, Esquire Josephine Howard Stafford
Sutherland, Asbil) & Brennan

Assistant City Attorney
1275 Pennsylvanija Avenue, N.w. 315 East Kennedy B)vq.
8th Floor

Tampa, FL 33615
Washington, D.C. 20004

Anthony gG. Tummare)]lo
Director of Energy

Occidental Chemical Corporatijon
5005 LBJ Freeway

P. 0. Box 809050

Dallas, rx 75380-9050

R W]

SHF/ssk

Certif2. jul




