Florida Power 8 Light Company, P 0 Box 029100, Miami, FL 33102-9109

October 13, 1994

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

Fletcher Building

Tallahass.e, Florida 32399-0850

Enclosed for filing with the Commission jin 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, Dand E are enclosed. The original Request
for Confidentijia) Classification of Certain Information
Reported on the Commission’s Form 423-1(a) with Attachmentsg 2
B, C, Dand E is enclosed. Please note that Attachment a is
an unedited Form 423-1(a) and therefore heeds to be treated as

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

sincerely,

N L

Steven H. Feldman
Attornoy
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PUBLIC BERVICE COMMISSIOM

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

Docket No. 940001-El1
Performance Incentive Factor

- - - =

REQUEST FOR CONFIDENTIAL
CLASSIFICATION OF CERTAIN INFO
RMATION
REPORTED OM THE COMMISSION’S FORM 423-1(a)

Pu
rsuant to §366.093, F.S. and Florida Administrative Code

Rul. 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

A -
ugust, 1994, 423-1(a) Fugl Report as delineated b®low. In support
of its request FPL states:

1. FPL seeks classification of the below specified
information as proprietary confidential business information
pursuant to §366.093, F.S. In pertinent part, §366.093, F.S.

provides:

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

(3) = = ¢ Proprietary confidential business
information includes, put is not limited to:

(4) 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.

DOCUMENT NUMBER-DATE
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definitjon of Proprietary confidentija) bugjinesg 1ntornation,
§366.093, and shoulq therefore be exempt frop 5119.07(1).

the contracting gor goods or services on favorable terms. gee

Order No,. 17046, at Pages 3 ang 5.

4. Attached to this Pleading and incorporated herejn by

reference are the following documents:

Attachment A) A Copy of FPL‘g August, 1994, Form 423-1(a) with
the 1ntoruation for which FPL seaks confidentia)

clallitication highl ighteqd. This document is to be
treated as confidentia).




Attachment B) An edited Copy of FPL’s August, 1994 Form 423-1(a)
with the informatijon for which ppL seeks
confidential classification edited out,. This
document may be aade public.

Attachment () This document is a 1line by 1line Justificatjon

along with a written explanatjon de-onstrating that
the information is: (1) contractual data, that (2)
the disclosure of which would impair the efforts of

the utility to contract for goods or services on
favorabple terms.

Attachment D) The affjdavit of Dr. Pamela Cameron. pr. Cameron’s
affidavit was Previously fjled with pPpL’g original
m_mzmgn:mmmumm;mmm

in _Ihs_QQIliﬂliQn_l_EQII_AZI_
d(a) on March S5, 1987, in this docket . It is

refiled with thig request for the convenience of
the Commission. Attachment E updates Dr. Cameron’s
affidavit.

Attachment E) The affjidavit of Eugene Ungar.

Attachments D ang E. First, the identifjed information jg
contractual data. Second, disclogure of the information is
reasonably likely to impair PprL’g ability to contract for goods and

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

6. FPL seeks confidentjal Classification of the per barrel




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

likely to increase the price at which FPL can contract for No. 6

fuel oil in the future. See the affidavits of Cameron and Ungar.

8. The economic principles discussed in paragraph 6 and Dr.
Cameron’s affidavit are equally applicable to FPL’s contractual
data relating to terminaling and transportation charges, and

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

9. The Commission need only make two findings to grant

confidential classification to the No. 6 fuel o0il information
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identified as confidential in Attachments C and D, to wit:

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

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

(i) The markets in which FPL, as a buyer, must procure
No. 6 fuel 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 o0il. The range of bids
is expected to converge on the last reported public price, thereby
eliminating the probability that one supplier will substantially
underbid the other suppliers based upon that supplier’s own

economic situation. See Ungar affidavit. Consequently, disclosure

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

No. 2 fuel o0il contracts.




11. FPL requests that the Commissjon make the following
findings with respect to the No. 2 fuel oil information identifjed

in attachments j and C:

a. That the No. 2 fuel oil data identified jg
contractual data; and

b. That FppL‘g ability to Procure No. 2 fuel o4] is
reasonably likely to be impaired by the disclosure
of the information identifjed because:

(1) the bidding Process through which ppPL obtainsg
No. 2 fuel ojil jg not reasonably expected to
Provide the lowest bids possible jf disclosure
of the lasgt winning bid is, in effect, made
public through disclogure of FPL’s Form 423-
1(a).

12. Additionally, FPL beljeves the importance of this data to
the suppliers jn the fuel market is potent]y demonsgtrated by the
blossoming of Publications whjich Provide uti]jty reported fuel data
from FERC Porm 423. The disclogure of the information 8ought to be

protected herein will no doupt Create a cottage industry of desktop

specifjed jn Attachment . The time periods requested are
Necessary to allow FPL to wutiljize its market presence in
Negotjating futyre contracts. pisclosure prior to the identifjed

date of declassjifjication would impair ppL'sg ability to negotijate

future contracts.

14. The material identjified asg Confidential information in
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ATTACHMENT ¢
Docket No. 940001-E|

October, 1994

Justification for Confidentiabty for August, 1994 Report:

EORM LINE(S) COLUMN BATIONALE
423-1(a) 2-28 H (1)
422-1(a) 2-28 | (2)
423-1(a) 2-28 J (). (3)
423-1(a) 2-28 K (2)
423-1(a) 2-28 L (2)
423-1(a) 2-28 M (2), (4)
423-1(a) 2-28 N (). (5)
423-1(a) 2-28 P (6). (7)
423-1(a) 2-28 Q (6). (7)
423-1(a) 1 HLKLNR (g

""""""""""""""""""""""""""""""""""""""""""""" Raﬂonab for mm Y

(1) This information is contractual information which, it 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 tuel oil per barrel for specific shipments from Specific suppliers. This information
would allow suppliers to Compare an individual supplier's price with the Mmarket




2)

(3)

(4)

(5)

(6)

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

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

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

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

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

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

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




7

4—H

Terminaling and transportation services in Florida tend to have the same, it not
more severe, oligopolistic attributes of fuel oil suppliers. In 1987, FPL was only
able to tind 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
tew requirements for fuel inspection services. In FPL's last bidding process for
petroleum inspection services, only six qualified bidders were found for FPL's bid
solicitations. Consequently, disclosure of this contract data is reasonably likely to
result in increased prices for petroleum inspection services.

(8) This information is contractual information which, it 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 fuel oil per barrel for specific shipments from specific suppliers. No. 2 tuel oil is
purchased through a bidding process. At the request of the No. 2 fuel oil
suppliers, FPL has agreed to not 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.




EQRM LINE(S) COLUMN DATE
423-1(a) 2 H-N 3/16/95
423-1(a) 3 H-N 3/15/96
423-1(a) 4-28 H-N 02/28/95
423-1(a) 2-28 P 3/31/99
423-1(a) 2-28 Q 06/30/96
423-1(a) 1 H 1, K, L N, R 03/31/95
T

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

Disclosure of pricing information during the contract period of prior to the negotiation of

a new contract is reasonably likely to impair FPL's ability t0 negotiate future contracts as
described above.

FPL typically renegotiates its No. 6 tuel oil contracts and fuel related services contracts
prior to the end of such contracts. However, on occasion some contracts are not
renegotiated, until after the end of the current contract period. in those instanc@s. the
contracts are typically renegotiated within six months. Consequently, it is necessary to
maintain the confidentality of the information identified as contidential 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.

aw «2!| oil price information on the Form 423-1(a) or 423-1(b) for oil
ot purchased pursus e
mu ' kish it in Niie f

n id@liuneu ow ==
ry. Six months is the minimum amount 31 TMY reLsaaur) *
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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), tor
which confidential classification is sought, should remain confidential tor the ime period
the contract is in eftect, plus six months. Disclosure ot pricing information during the
contract period of prior to the negotiation of a new contract is reasonably likely to impair
FPL's ability to negotiate tuture contracCts as described above.

FPL typically negotiates its No. 2 fuel oil contracts priof to the end of such contracts.
However, on occasion some contracts are not negotiated, until atter the end of the current
contract period. in those instances the contracts are typically renegotiated within six
months. Consequently, itis necessary to maintain the configentiality 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 t0.
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or homogeoeous Products aad apy usually characterizeg by high barriery 0 entry.
Because of the inurdouldom of Suppliers, the OXteat to which they are informed

with respect 1o the actioas of other panie ig the market wiy affect hoir behavioe
and the oor(ovnn.otthauku.

instance, the seller knows g details of each transactioa anqg there iy o clear
3dvantage o the buyer in keepiug thege detaily confideatial,
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aumber of firms increases, the probability increases thit at least ooe (irm will have

lower than average cosils and as aggressive pricing policy. Therefore, aa oligopolist

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

B. Product Heteroseasity

Il products were truly homogeoeous or perfect substitutes in the

consumer's mind, price would be the oinly variable with which firms could competes.

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

dimensios. Whea products are differentiated, the terms of rivalry become
multidimeasional and coasiderably more complex.

C. Qverhead Costs
The ability of oligopolists to coordinaie is affected in a variety of ways
by cost coanditions. Generally, the greatir the differences ia cost structures
between firms, the more trouble the firms will have maintaining a common price
policy. There is also evidence that industries characterized by high overhead costs
are particularly susceptible t0 priciag disciplise breakdowns whea a declise in
demand forces the industry (0 opersts below cipecity. The industry characterized
by high fixed costs suffers mors whea is depressed because of strong
inducements toward price-cutting and s lower (oor (marginal cost) to price
decreases. (Prico-cutting will be checked at higher pricts whea marginal coss are
high and fized costs
D = %rdun
Profitable tacit collusiom is more likely whea orders are small, frequent
and regular, since detection and retalistion are easier under these circumstances.

Any decision t0 undercut a price on which industry members have tacitly agreed

requires a balancing of probable gains agsinst the likely costs. The gain from

ners




cutting the price detives from the increased prodbability of
order and larger share of (he market.

level of future prices asd, therefore,

future profits. The probabile sains will obviously bde larger wheq the order 4¢ stake

is large. Also, the amoyat of iaformation 3 firm coaveys about i pricing strategy

10 other firms o the market increases wigh the aumber of transactios of Dprice
Quotes. Clearly, (he less frequently orders gre placed, (he
would bde.

less likely detection

The longer e adverss consequences of rive) retaliation caa be delayed,
the more attractive uadercutting (he accepted price ructure becomes.

of forestalling retaliatioa s o §rant secret price cuts,

cost and if price coacessioas cap reasonadly be 0xpected 10 remain secret, oligopo-

The sumber ang size distribution of buyens ia the market i a significant

factor where fear of rstalistoa is ag importaat .., .. fmEEL Whers ooe or 5
Iarge percest of the i e secret

price concessions 1o those buyers by o seller is likely ¢o impose significane coses
(that is, rosult ia significant loss of sales) for the remaining sellery. Sioce dis-

closure of secrer price fanasssisn: in this Case s more likely 1o 1Y

resction than would knamisdgs of price concessions 1o smaller, iAdignilicane firms,
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and is, therefors, a net importer of resid from the Guif Coast and foreign suppliers.
Therefore, the Northeast aad Southeast are Separate, but related, markets.

FPL purchases resid ia very largs quaatities, usually ia barge or ship lots
(100,000 to 200,000 barrels or more). I[a 1986, FPL purchased 25,460,637 barrels of

low-sulfur resid, the majority of which (63 percent) wag uoder medium-term (one-

10 two-year) coatracts. The remainder was purchased oa the 3pot marker. There

are very few buyers of resid ia the @arket who purchage Quantities abproaching the

levels consumed by FPL. Tabdie | shows the relative size of purchases for the
major consuming utilities in the Southeast and the wemn.  Of the 10 utilities
who had purchases of more thas 300,000 barrels per month for the July through
September 1983 period, FPL is clearly the single most important buyar in terms of
size. Only one of the other utilities is located in the Southeast.

The eatry requirements W market are substantial.  Sellers
must be capabdle of meeting all of the utility’s .y sem mtions including quantity and
qQuality (for examy ., =we@um sulfur, ash asnd vater costeat). Suppliers must either
refioe or gether and blead cargoss (rom refineries 10 .o mymun specifications.

The VimimaEn amociated with building or buying a refinery are
certainly substantisl. A sother viable optioa for eotry isto this market would be u

3 reseller, blender or trader. Al of these FIMIZiBilicn levels would require a

=uTEn PORition in the oil to be sold At this levef, t u-her
wien (rom rofiners or other traders and Ddlend (if * G RYEUR
3 : STENER LR to hold oil

for resale or 1o

TR W WH to utilities,
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IABLE 1
Page 1 of 2

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

July through September 1988

Number of

Averige
Dalivery Barrels Sulfur
il . (Percent)
(1) (2) (3) (e)
Florida Power and Light
Co;n fm ] Florida 2,920,000 0.8)%
Au u:ust 9 Flotida 1,088,000 gt:‘
September 9 Florids g%g.mooo .
C‘;‘ ‘ll e | Maszachusetts 368,000 2.03
: s | Masmchusetts 1.095.000 2.09
" 1,963,000
Central Hudson Gas and
Electric Company -
New York 902,000
J::;y.““ i New York |.0|z.g l‘;;
September 2 New York 7‘}?6.@ :
wealth Edisoa Coagna
CO;:::M Y  } liso® 547,700 0.67
Conoecticut Light aad Povwr
Co::::'yt 3 Conaecticut 696,000 0.99
Consolidated Edisos Company of
L e 1,220,000 0.29
9 New York 0 »
jAmy 9 New York 348,000 gi:
Sc‘::.l::bor | New York !

L015.000
3,143,000



JAALE 1
Pege 2 ol 2
NORTHEASTERN AND SOUTHEASTIRN
UTILITIES CONSUMING APPROXIMATELY
$00,000 BARRELS PLUS PETROLEUM PER MONTH
July through September 1983
Number of Average
Dcli.vofy Barrels Sulfur
—Stility/Month  _Pointa  __Stata  Purchased  _Content
(Percent)
(1) (2) ) (4)
Florids Power Corporation
July 7 Florids 730,500 1.25%
September 7 Florids ~54).900 1.14
1,374,400
Long Island Lighting Compeay
July 4 New York 1,499,000 2.20
August 4 New York 1,636,000 2.20
September 4 New York 112.000 2.30
4,007,000
New England Power Compeny
July Massachusetts 591,000 1.50
September 2 Maassachusetts 543,000 2.04
1,234,000
Pennsylvania Power and Light
Compeay
July é Penasylvania 306,000 0.91
August 6 Peansyiveaia 1,393,000 0.89
September 6 Peansylvania 507,000 0.89
2,506,000
TOTAL 21,976,800
Source: US. Dwpartment of Energy, Energy Administration,

Power Quarterly, Table 14, Third Quarrer

ners




POTENTIAL SOUTHEAST

RESID SUPPLIERS
ACTS

LONG-TERM CONTR

Apex Qil Compeay

B. P. North Americs

Belcher OQil Company

Challeager Petroleum (USA), Inc.
hevroa Interaationsal Ojj Compaay

adoa Marketiag, Inc.

Eastera Seaboerd Petroleum Company

Global Petroleum Corporation

Hill Petroleum Compaay

Koch Fuels, Iac.

Lagoven S A,

New Englangd Petroleum Compeay

Petrobras (Brazil)

Phidbro Distribytors Corporatioa

Scallop Petroleym Compeay

Sergesnt Oil and Gas Compeay, Iac.

Stinnes lateroil, Inc.

Sua Qil Trading Compaay

Tauber Oi) Compasy

Torco Oil Compaay

Loag-Term Current or

Trasporatioa Previous

(Qwa or Lease) Supplieg of FPL

() Q)

Yes Yes

Yes No

Yes Yes

Yes Yes

Yes Yes (currear)
No No

Yes No

No No

No No

No No

No No

No No

Yes No

No Yes

Yes No

No No

Yes Yes (current)
No Yes

No Yes (current)
No No

No No

No No

Source Dacy Provided by Florida Power 8ad Light Compaay.




POTENTIAL SOUTHEAST RESID SUPPLIERS
SPOT MARKET
Long-Term
Transpormatioa

——ActivaCompany Relinar (Qwn or Lease)

1)) 2)
Amerada Hess Corporatioa Yes Yes
Amoco Oil Compaay Yes Yes
Apex Oil Compeny No Yes
B.P. North America No Yes
Belcher Oil Company No Yes
Challeager Petroloum (USA), Isc. No No
Chevroa Internatioaal Oil Compaay, Inc. No Yes
Clarendon Marketiang, lsc. No No
Eastera Seaboard Petroleum Compaay No No
Hill Petroleum Compaay Yes No
Koch Fuels, Inc. Yes No
Lagovea S.A. Yes Yes
New England Petroleum Compeay No No
Phibro Distributors Corponstioa No No
Scallop Petroleum Compeay No Yes
Sergeant Oil aad Gas Compaay, Inc. No No
Tauber Qil Compeny No No
Transworld Oil ( USA), lsec. Yes No

Soarce Dam provided by Florida Power aad Light Cogpeny.




ATTACHMENT E
BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

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

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

My name i§ Eugene Ungar; my businass address 1s 9250 W. Flagiar Street, Miami, Florida 33174. | am
empiuyed by Florda Power & Light Company ("FPL") as a Foraecasting Specalist in the Business Systams Department.
| received a Bachelor's Degree in Chemical Enginsaring from Corneli University in 1972. In 1974, | received a
Master's Degree in Business Administration from the University of Chicago.

From 1974 to 1984, | was empioyed by Mobil Oil Corporationwhere | 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 Controlar's Departments in positions of increasing responsibality.

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

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

In September of 1988, | was named Pnncipal Enginger.

In June of 1989, | was given the added responsibility for the Ragulatory Services Group in tha Fusl
Ress partment.

In July of 1991, | was namad Principal Fuel Analyst.

In Octolber of 1993, | was named Forecasting Speciakst.

{ have revig@wed the affidavit of Dr. Pamela J. Camearon, dated March 4, 1987. Tha conditions citéd in

Or. Cameron's a led to har conclusion that the market in which FPL buys fual ol is oligopolistic,
rue foday. Thar follows

A. Table | ate 5 as sion of Or. Camaron's Table 1 showis of

«asaes for the major consumine ] @ast.

Ot the 0 had residual fual oil purchasas of mora than 6 million n 1883, FPL

S




Ungar Affidavit
Page 2

IS clearly the single largest buyer, especially in the Southeast.

B. Tabie 2 anached hereto is an updated version of Dr. Cameron's Tabie 2 (Contract Suppliers) and Tabie
3 (Spot Market Suppliers). It identities those firms currently capable of supplying residual fuel
oil to the Southeastern utility market on a contract or spot basis. Circumstances today do not
require a differentiation of suppiiers between the contract and spot (one dekvery contract)
markets. Since some of these suppliers cannot always meet FPL's sullur specifications, the list of
potential contract suppliers to FPL is somewhat shorter. In 1986, there were 23 potential fuel oil
suppliers to FPL; in 1994, there are currently 29 potential fuel oil suppliers. In its current
request for bids to supply a portion of FPL's fuel oil requirements under contract for the 1993
twough 1995 period, FPL receved 5 proposals. Under arcums! re onty 25 to 30 farns compete
for sales in a market dominated by a tew large purchasers, each firm (suppligr) will be concerned
with the actions or potential reactions of its nvais.

The information shown in coumns P and Q of th@ 423- 1(a) report includes information on t ng
and transportation markets and the fuel oll volume and quality inspection markat. In 1987, FPL was to
find @ight qualified parties with an interest in bidding terminaling and transportation saérvices. Ot thase, four
résponded with transportation proposals and six with terminaling proposals. Due to th
tor both of these services, market entry i3 difficul. Consequently, disclosure of this contract data is
reasonably likely to result in increased prices for tarminaling and transportation services

Petroleum inspaction services atso have the market characteristics of an ohgopoly. Due to the imited

number of fuelterm

services
In FPL's last bidding procass tor patrol@aum inspaction services in 1991, only five
for FPL's bid solicitations. Con disclosure of the contractual information (i.e.,

- . “as
as we That
IS, pursuant to economic thaory, EC]

=wal of prica concassions g the

negotiate co the future




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

The information which FPL seeks to protect from disclosure is contractualdata that is treated by FPL
as proprietary confidential business information. Access within the company to this information is restncted.
This information has not, to the bast of my knowledge, been disclosed elsewhere. Furthermore, pursuantto FPL's
fuel contracts, FPL is oblgated to use all reasonable ettorts to maintain the confidentialty ot the intormation
dentified as confidential in Attachments A and C of FPL's Request for Specified Confidential Classitication.

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

With respect to residual (No. 8) 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 tarms of the agreemant undar which such fuel
oil #s purchased are fulfilled upon dalivery, FPL requests the price information identitiwed as confidential in

ColFPLsR édential Classification ba kept confidential for a period

of six months after the dakvery. Six months is the minimum amount of time necassary for confidantiaily ot
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these types of purchases to allow FPL to utilize its market presence in gaining price concessions during
seasonal fluctuations in the demand for residual (No. 6) fuel oil. Disclosure of this information any sooner
than six months after completion of the transaction is reasonably likely to impair FPL's ability to negotiate
such purchases.

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

In addition, this affidavit 15 in support of FPL's Raquest for Confidential Classification of No. 2 fuel
oil price information found on FPL's Form 423-1(a). The No. 2 tuel oil information identified on Attachments
A and CinFPL's Request for Confidential Classification is proprietary confidéntial business information as that
term is defined in §366.093, F.S. As such, disclosure of this contractual data would impair FPL's ability to
contract for No. 2 fuel oil on favorable terms in the future.

No. 2 fuel oil is purchased through a bidding process. At the request of the No. 2 fuel oil Suppliers,

4reed to not publicly disclose any supplier's bid. This non-disclosure agreement protacts both FPL's
nd the bidding suppliérs. As to FPL's ratépayers. the non-public bidding procédure providas FPL
r vanation in the range of bids that would otherwis@ not be , or the winning

bxd by itsalf, were publicly disclosed. With public disclosure of th& No. 2 fugl oil prices found on FPL's Form

423-1(a), the bids would narrow to a closar range around the last winning bid eliminating the =y that
one suppliér might, based on his economic s e

Nonda . upphers from dvulging any economic advant = "
the discovered

The No. 2 fuel oil pricing information appearing on FPL's Form 423-1(a). for which confidantial
t. should remain confidential tor the time period the nanteast ie la =ligcy plus Six
of pricing information during the contract pariod or prior to the negotiation of a naw
contrgct i§ rgasanabiy ikaly in imnair EB1 ‘¢ ahiliks fo negotiate future contract
FPL tygically nanatiatas it Nn ? fual ail cnatiasts peiss t» the end of such contracts. M
occasion some coniracts ara nn! nanntisted until alles ths s=d =1 $hg current contract period. In those

s¥m urs CONIracts are typically renegotiated within six months. Con
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the configentiality of {he information der .s confidantial on FPL's Form 423-1(a) tor & [}
the & period the \nformation relates to. < of this # soon@r

than six months after completion of the transaction 15 reasonably likely 10 impair FPL's ability 10 negotiate

such contracts.

Further affiant sayeth naught.

State of Florida )
) SS
County ot Dade )

The foregning instrument was acknowledged before M thes |_Q_1rnay ot October, 1994 in Dade County.
Flonda by Eugene ungar, who is personally known to M@ and-who-cka-tke an oath.

mnmau’.
L DPNOV. RS

oy
Public Title



IABLE]

NORTHEASTERN AND SOUTHEASTERN
UTILITIES PURCHASING APPROXIMATELY
6 MILLION BARRELS PLUS PETROLEUM IN 1993

Avernge
Sultur

Lontert
(Percant)

Florida Power & Light Florida 1.57
Company

Canal Elactric Company Massachusetts 1.54

Florida Power Corporation Florida 1.85

Long Island Lighting New York 0.90
Company




POTENTIAL SOUTHEAST ReSiD SUPPUERS

Amerada Hess Corp.

B8P North Amarica

Chavron International Ol Co
Clarendon Marketing, |nc.
Clark Qi Trading Company

Coastal Fyels Marketing, Inc.

Eniat Inc.

Global Petrolgym Company
Internor Trade, Inc. (Brazi)
John W. Stone Ot Dist.
Koch Fuels

Kerr McGee

Las Enargy Corp.

Lyondel Petrochemical Co.
Metallegeiischaft Corp.
Northeast Patroleym
Petrobras

Petrolea

Phibro Energy Inc.

Rio Energy International
Stewart Petroigum Corp.
Stinnes Interoil, Inc.

Sun Ol Trading Company
Tauber Oil Company
Texaco

Tosco Oil Company
Transworld Oil YSA

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

YES

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




CIRTIIICATS or

I HEREBY CERTINFY that a true and co

& Lignht Company’s Request for Contidential CIassification of

service Commission

for Confidential Classification without Attachnent

the individuals 1l
1994 .

public service Con-ission
101 East Gaines street
Fletcher Building

Tallahasseée, FL 32399

John W. Mcwhirter, Jr., Esquire

Joseph A. HcGlothlin, Esquire

Mcwhirter Reeves cGglothlin,
pavidson, etc.

p. O. x 3350

Tampa, FL 33601—3350

G. Edison Holland, Esquire
Beggs & Lane

p. O. Box
Pensacola, FL 32576

2
L 32403-6001

Robert S. Goldman, Esquire
vickers, Caparello, French & Madsen
p. O. BoX praver 1876

Tallahasseé, FL 32302

SERVICE

of Florida power
the
Public
Request
mailed to

october,

rrect copY

arded to the Florida
and coples of the
A were

13th day of

Mr. Prentice P. Pruitt
Florida public service
commission

101 East Gaines street

Jack shreve,
Robert rangford,
office of Pu
624 Fuller warren Building
202 Blount street
Tallahassee, FL 3 301

gsquire

gsquire
Ausley, McMullen, McGehee
carothers & Proctor

p. O. Box 391

Tallahasseo, FL 32302

Lee G. schmudde, gEsquire

Reedy Creek utilities, inc.

p. O. x 40

Lake Buena vista, FL 32830

James A. McGee, gsquire

p. O. Box 14042

st. Petersburq, FL 33733




Zorj g, kin, Eaquire Josephijne Howard Stafforg
Sutharland, Asbji]] ¢ Brennan Assistant City at Orney
1 Pennsylvania Avenye, N.w. 15 East Kennedy Blvd,

8th Floo

P. o. Box 809050
Dlllal, TX 75380-9050

 — — "—-—-—_—-
Steven H. Felfkan

SHR/ssk

TI153 119001110831,




