
August 12, 1994 

fl I I P w r l1 I Co 

Ms. Blanca B yo, Director 

Division of �ecords and Reporting

Florida FUblic service commission

101 East Gaines street 

Fletcher Building

Tall hassee, Florida 32399-0850

Re: Docket o. t•OOOl-EI

1 P O 8 1 1 M I fl 331 

Dear Ms. Bayo: 

Enclosed for filing with the commission in Docket No. 940001-EI are 

the following:

FPL' s Request for confidential Classific tion. Fifteen copies 

of FPL's Request For confidential classification of Certain

Information Reported on the co111111ission's Form 423-l(a) with 

Attachments B, C, D and E are enclosed. The original Request

for confident al Classification of certain Info ation

Reported on the commission's Form 423-l(a) with Attachments A, 

B, C, D and E is enclosed. Please note that Attachment A is

an unedited Form 423-l(a) and therefore needs to be treated as 

confidential. 

If you have any questions regarding this transmittal or the

information filed herewith, you ay contact me at (305) 552-2724. 

sincerely,

I 

Steven H. Feldman

Attorney 

SHF: k 
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PUBLIC SBRVICB COMMISSION 

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

) 

) 

) 

____________________ ) 

Docket No. 940001-EI 

llQUBST POR CONFIDENTIAL 
CLASSIPICATION OP CBRTAIN INFORMATION 

RBPORTBD OH THE COMMISSION'S FORM 423-l(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 

June, 1994, 423-l(a) Fuel Report as delineated below. 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.

provides: 

In pertinent part, 366.093, F.S. 

(1) * * * Upon request of the public utility or
other person, any records received by the commission 
which are hown and found by the co i sion to be 
proprietary confidenti l business information shall b 
kept confidential and hall be ex pt fro . 119.07(1). 

(3) * Propriet ry con id ntial bu iness 
in o tion nclud s, but i not i i  d to: 

(d) In o
cont u l d t ,
the rt of t 
cont for good 

tion cone rning bid or 
th d clo ure o hich 

public u ility or it a 
or rv c on f vor ble 

• A 



2. In applying th statutory tandard delin at d in par graphl, the Couission is not r quir d to w igh the
disclosur relative to the interests of utility custom rs. Th

rits o public

issu pre ented to th Collllllission, by this pleading, is Wheth r thein orm tion sought to be protect d fits within the statutorydefinition o proprietary confidential business information,§366.093, nd should therefore be exempt from §119.07(1).

3. To establish that

business information under §366.093(J)(d), F.s., a utility ust

terial is propriet ry confidential

demonstrate (1) that the information is contractual data, and (2) that the disclosure of the data would impair the efforts of theutility to contract for goods or services on favorable terms. The Co ission has previously recogniz d that this latter require entdoes not necessitate the showing of actu 1 impairment or the ore de anding standard of actual adverse results; instead, it mustsi ply be sho� that disclosun is •reasonably likely• to i�airthe contracting for goods or services on favorable terms. See Order No. 17046, at pages 3 and 5.

•. Attach d to this pleading and incorporated h r in byreference re the following documents:

Attac ent A) A copy of FPL's June, 1994, Fo 423-l(aJ i h h
information for which FPL e k con id nti l
classification highlighted. Thi docu n is to b
treated as confidential. 
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Att Chlll nt B) An dit d copy ot FPL' Jun ,
with th in onnation or 

1994 Form 423-1 (a)Which FPL s eks

confid nti l cl ssificat1ondocu nt m y be mad public.Att ch nt CJ This docum nt is a line by line justif cation

matrix identifying each ite on FPL's Fora 423-l(a)

tor 1o/hich confidential cl ssitication is sought, 

long 1o/ith a 1o/ritten explanation demonstrating that

the inform tion is: (1) contractual data, that (2) 

the disclosure of 1o/hich 1o/OUld impair th efforts of

th utility to contract for goOds or services on

dit d out. Thia 

favorable tenns. Att chlllent D) Th attidavit ot Or. Pam la Cameron.
affidavit was pr�viou�ly

on March 5, 1987, in this docket. It is

refiled 1o/ith this request for the convenience of

the Co11U111ssion. Attachment E UPdates or. Ca eron•s 

ffidavit.
Attachment EJ The affidavit of Eugene Ungar.

Dr. Cameron's�PL's origin';'l

5. Paragraph l identifies the t1o/o prongs of §l66.Q93(l)(d),

F.s., "hich FPL must establish to prevail in its request for

confidential classification of the information identified by

attachments A and c. Those t1o/o prongs are conclusively established

by the facts presenteJ in the affidavits attached hereto as First, the identified in orm tion is

AttachJnents o and E. 
contractual data.
reasonably likely to i pair FPL•s ability to contrac for goOds and

Second, disclosure of the info ation is
services, as discussed in Attachments c, o and£.

p r barrel t

6. FPL seeks confidential classification of he per b rr l

invoice price ot No. 2 and No. 6 fue1, and relat d infoinaling nd transportation ch rge , and the p r



b rrel p tro1eu• insP ction charges deline ted on FPL' Fo"" •23-

ll) Fuel Report as ore sp cificallY identified bY Attach ents A

nd c.

1. The confidential nature of the No. 6 fuel oil information 

FPL seeks to protect is easilY demonstrated - once one understands

the nature of the arket in which IJ'L a• a hllYtl must operate . The

sarket is NO• 6 fuel oil in the southeastern united st tes and that 

n oligopolistic market . :;.,:e CDJl'PX2D and ynallX

1n order tu achieve the best contractual prices and

ar1tet is

AtfidaviU·

terms in an oligopolistic market , a buyer must not disclose pric 

concessions provided bY anY given supplier. oue to its presence in

the arket for No - 6 fuel oil, FPL is a buyer that is reasonablY

likelY to ob ain 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-

8, The econo ic principles discussed in paragraph 6 and or , 

ca eron '• a fidavit are equallY applic ble to FPL'& con r ctual

data relating to te inaling and transportation charg s, and

petrole inspection services as describ d in E. Ungar' 1aavit.

e o ind ing o gr n

9. Th Co 

con id nti l cl

i sion n d onlY

ificat on to th

4 

o. 6 fuel oi in o ion 



identi ied as confidential in Attachments c and D, to wit: 

(a) That th No. � fuel oil dat identified is contractual 
data.

(b) That FPL's ability to procure No. 6 fuel oil, terminaling
and transportation services, and petroleum inspection
services is reason bly 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, terminal ing 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 confidenti 1 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 o fering No. 2 fuel oil. The rang of bids
is expected to converge on the last reported public price, thereby
eli inating the probability that one supplier will substantially
underbid the oth r suppliers based upon that supplier's own
econo ic situation. 

s reasonably likely to impair FPL' ability to n goti
No. 2 fuel 0·1 contracts.

5 
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11. FPL r quests tha the comaission make t.he following

findings with respect to the No. 2 fuel oil information identified

in attach ents A and c:

That the No. 2 fuel oil d t identified is

a. 

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 re sonably 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 import nee of this data to

the suppliers in the fuel arket is potently de onstrated by the

blosso ing of publ�cations which provide utility reported fuel data

from FERC Form 423. The disclosure of the infornation sought to be

protected herein will no doubt create a cottage industry of des top

publishers ready to serve the arkets herein identified. 

13. FPL requests that the infonnation for which FPL se 

confidential classification not be declassified un il the dat 

The ti periods r qu st d

sp citied in Attach ent c.

ts ar et pre nc

r 

in 

n ce ary to allow FPL to u ilize 

n gotiating futur contr ct . Di closur prior o th d nti i d

d te of decla ification would i pair FPL' bili y o n goti t

eri l id n i i d
u ur con r ct .

con d n 1 n o a ion n

14. Th

t ch nt nd C i nt nd d o b

6 

nd 
d by PL



priv te, nd h s not othen, s b en publicly disclo ed to the be t 

of FPL' knowl dge nd belief. 

WHEREFORE, FPL r sp ctfully requ sts that th Co mission 

classify s confidential inform tion the information identified in

att chments A nd C which appears on FPL's unedited Form 423-l(a).

Date: August 12, 1994 

\f o6Fuel.j111 

Respectfully submitted,

7 

Steven H. 
Attorney 
Florida Power , Light Co pany

P. o. Box 029100
Miami, Florida 33102-9100 
(305) 552-2724
Florida Bar No. 0869181
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ATTACHMENT C

oocke o. 940001-EI

August, 1994 

Ju It cation tor confldentlallty tor Jun , 1994 R port:

COLUMN RATIONALE 

FORM LINE(Sl 
H (1) 

423-1 (a)
16 - 41 

(2) 

423-1 (a)
16 - 41 

J (2), (3) 

423-1 (a)
16 - 41 

K (2) 

423-1 (a)
16 - 41 

L (2) 

423-1(a)
16 - 41 

M (2), (4) 

423-1 (a)
16 - 41 

N 
(2), (5) 

423-1 (a)
16 - 41 

p 
(6), (7) 

423-1 (a)
16 - 41 

a 
(6), (7) 

423-1 (a)
16 - 41 

H, \, K L. N, A (8) 

1 - 15 
423-1 (a) tor contld nt atty:

--------------------------------------------------------Rational

(1) This information is contractual in ormatIon which, 1f made pub ,c, " ou d impa'r the

e orts of (FPL} to contract for goods or eri ces on f avorab terms." S ctlon

366.093 (3) (d), F.S. T e information delin ates he price FPL haS pa'd or o.

6 fu o1 per barrel for specific shipm nts from speci c supp iers. This 'ntorm Ion

ould ow suppliers to compare an Ind' du supp e(s price 'th e mark 

q o e for tha date of liv ry and th r by determin t e contract pricin orm 

b n FPL and hat upp t r. 

n g n ral y contain t o compon n ,

ed p ce for that day nd (2) a trans 

n port of d r Di count nd

compon 
n r ct orm d·scu ed in



D'sclosure 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 
supp iers to converge on a target price, or follow a price leader, effectively 
eliminating any opportunity for a major buyer, like FPL, to use its market presence 
to gain pri�e 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 
Classi ,cation which discusses the pricing tendencies of an oligopolistic market and 
the factual circumstances which identify 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 pnce of No. 6 fuel oil paid by FPL to specific fuel suppliers is 
reasonably likely to impair FPL's ability to negotiate price concessions in future No. 
6 fuel oil contracts. 

(2) The contract data found in Columns I through N are an algebraic function of 
column H. That is, the publication of these columns together, or independent1y,
could allow a supplier to derive the invoice price of oil.

(3) Some FPL fuel contracts provide for an ear1y payment incentive in the form of a
discount reduction in the invoice price. The existence and amount of such
discount is confidential for the reasons stated in paragraph (1) relative to price
concessions.

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

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

(6) This column is used to mask the delivered price of fuel such that th invo·ce or 
e active price of fuel canno be d termined. Columns P and a are algebraic
variabl s of column A. Consequently, disclosure of the e columns would low a
upp ier o ca culate the invo ce or effective purchas pric of oil (columns H and
) by ub r: cting these columnar variabl from co umn A. 

2 





Disclosure of the invoice price would allow suppliers to determine the contract 
price formula of their competitors. The knowledge of each others' pnces (i.e. 
contract formulas) among No. 6 fuel oil suppliers is reasonably likely to cause the 
suppliers to converge on a target price, or fo low a price leader, effectively 
eliminating any opportunity for a major buyer, like FP' , to use its market presence 
to ga n price concessions from any one supplier. The end result is reasonably 
Ii ely to be increased No. 6 fuel oil prices and therefore increased electnc rates. 
Please see Dr. Cameron's affidavit filed with FPL's Request for Conftdent1aJ 
Classification which discusses the pricing tendencies of an oligopolistic market and 
the factual circumstances which identify the No 6 fuel oil market as an oligopolistic 
market in the Southeastern United States. As Dr Cameron's affidavit discusses, 
pnce concessions in an oligopolistic niarket 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 ot 
the invoice price of No. 6 fuel oil paid by FPL to specific fuel suppliers is 
reasonably likely to impair FPL's ability to negotiate price concessions in future No. 
6 fuel oil contracts. 

(2) The contract data fo�nd in Columns I through N are an algebraic function of 
column H. That is, the publication of these columns together, or independently,
could allow a supplier to derive the invoice price of oil.

(3) Some FPL fuel contracts provide for an earty payment incentive in the form of a
discount reduction in the invoice pnce. The existence and amount of such
discount is confidential for the reasons stated in paragraph ( 1) relative to price
concessions.

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

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

(6) This column is used to mask the delivered price of fuel such that the invo ce or
effective price of fuel cannot be determined. Columns P and a are alg braic
variables of column A. 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 A.

2 



. (7) Terminating nd transportation services in Florida tend to have th same, if not 
more severe, oligopolistic attributes of fuel oil suppliers. In 1987, FPL was only 
ab e to find eight qualified parties with an interest in b dding either or both of these 
ervices. Of these, four responded with transportation proposals and six · h 

terminaling proposals. Due to the small demand in Florida for both of these 
ervices, market entry is difficult. Consequently, disclosure of this contract data 

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

Petroleum inspection services also have the market characteristics of an oligopoly. 
Du to the limited number of fuel terminal operations, there are correspondingly 
few requ rements for fuel inspection services. In FPL's last bidding process for 
petroleum inspection services, only six qualified bidders were found for FPL's bid 
olicitations 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 fuel oil per barrel for specific shipments from specific supp1iers. 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-pubhc 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. 

3 



D te Of Decla lflcatfon:
.EQR,M !JNEC§J. .C,OLUM!l DATE 
423-1(a) 16 - 19 

H-N 3116195 
423-1(a) 20 - 21 

H-N 3/15196 
423-1 (a) 22 - 41 

H-N 12131194 
423-1 (a) 16 - 41 

3/31199 
423-1(a) 16 - 41 

06/30/96
423-1 (a) 1 - 15 

H, I, K, l, N, A 03/31/95--------------------------·----------------
-
--------

Ration le: 

FPL requests that the conf1dentia1 information identified above not be diSCfoSed until the

identified date of declassification. The date of deciassification is determined by adding 

6 months to the fast day of the contract P8riod under Which the gOOds or se111ices 

identified on Form 423-1 (a) or 423-1 (b) were JlUrchased. Oisefosure of pricing information during the contract period or prior to the negotiation of

a new contract is reasonably fikety to impair FPL·s ability to negotiate future contracts as 

described above. 

FPL lypicaJJy renegotiates its No. 6 fuel o·t contracts and fuel related sen,ices contracts

Prior to the end of such contracts. However, on OOcasion some contracts are no 

renegotiated, until atter the end of the current contract period. In those instances, the

contracts are typicaJfy renegotiated within six months. Consequently, 11 is necessary to

maintain the con 1dentiality otthe information identified as confidential on FPL's Form 423-

1 ( a) or 423-1 (b) for six months attar the end of the individual contract P81iod th

information relates to. 
With resP8ct to No. 6 fuel off price information on the Form 423-l(a) or 423-l(b) for o l

that was not purchased puisuant to an already existing contract, and the terms of lh

greement under Which 11 is JlUrchased are fulfilled upon d f iv ry, FPL , qu the Price

information identified as confidential be kept confidential tor a p riod of six month atter 

the defwery. Six months is the min mum amount of time n c ssary for con •d nti 11 y of

the e types ot purchase to alt ow FPL to utilize Its market p, n In gain ng pri 

conce Ions during easona, uctuations In the d malld or No. 6 tu t oft. OiSCfosu, o 

this inform lion any soo r han i month ah r compt lion of h t, n ction ·s
4 



• reasonab y Ii ely to impair FPL's ability to negotiate such purchases.

The No. 2 fuel oil pncing information appearing on FPL's Form 423-1(a) or 423-1(b), for

wh ch 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 :,egotiation of a new contract is reasonably likely to impair

FPL's ability to negotiate future contracts as descnbed above. 

FPL typ cally 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. ConseqL•ently, it is necessary to maintain the confidentiality of the information

identi 1ed 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. 

5 
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Bel••• me, thl undeniaoocl aut oritY, .,..,.1, J. cam•••• ., .. ared, .. o 

l,cin& duly ,,..,,. by me, said nd testi!ied:
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Th• impact of ;,ublic disclosure of price inf ormatioD depends oD t

stnicturt of t marke involved. lD t £ol1owina sections t discuss t • economic

!ramework £or evaluatiDI tht structure of markets. th• role of disclosure ill

oliaoPolistic markets and re•·•., l • cin:umsiaoces ol FPL'• luel oil purchues 1in1

this rnmework. The final sectioD summarizes my conclusions.

II. TH£ £CO OMIC THtOl'lY Of MAltKt.TS

Economic theory predicts that the behavior of individual firms and t e

consequent market perf ormanc• will bt determined laraely by tht structure of the

relevant market. Th• structure or markets r1n1e !rom hiahly competitive to virtual

monopoly dependina upon such racton u th• number and siz.e or firms in th•

market. th• cteroaeneity of products and distribution c annels. the ns• ith

hich firms can enter and leave th• market. and the deare to which firms and

consumen possess information about the prices and products. 

Usina the £our uic criteria or chara teristic:s. economists distinauish 

competiti••• otiaoPolislic and monoPolistic m,rkeu. For eumpl , a competiti••

arket is char cteriied by th £ollowina: ( l) firms produce I omoaeneous product;

(2) t r aro many buyers aad ,el rs so that sales or pure ol eack are ,mall

in relation o t total market; (3) entry into or ult !rom t market is not

constnia.ed by -•omlc or tepl baniers; and l•l !inns and consum rs av 1ood

inf ormatio r 1ardin1 al rnativt products and th pric at whic t ey art 

availabl . Uod r th circucnstances indiv"dua buy n 1Dd l en av only a

cf oos of othen in t e mar et.

imperceptib iaOueoct on th• market price or th

Each buy r and n r cu ind pend ntly since th actio will oo affect t

ar ct o tco 

All oli opolistic ind uy is on in w ich t number of 

£or t ctiviti of 1 n to arr ct each ot r. na in 

no 

n r · 
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•h• pr;.. or ON firOJ will 1f f ec1 •h• 1moun11 whicb 01htr 1<llen caa sell aad 1htpric.. Iha, !hey caa chara,. Oliaopolistic indus1ri11 may scll eill1er differeo1ia1t11or homoaeneous Produci, and aro sually charac1erizec1 by hiah barrien 10 eo1ry.BecaUSt of lho in1trdepoadeaco of supplien, lht u1ea1 10 whicb Ibey aro informedhh ,.,,,.., IO <ho ac1ioo, of 01 er Plrlia in lho markes wijl affec1 !heir behtviorand the per(ormanc, o( the roarktt.

A monopolistic market is one in which a sinal• seller controls both theprice ond outpu1 of a product for whicb there aro •• cl- 1ubsti1utea. Thero aroalso 1i1oif"ocao1 barriers to preveo1 othen from eo1erio1 th• morket lo thisinsioaco, the scller know, tho dellib of each 1ransac1ioa and !hero is no cleardvantaa to the buyer in keepioa these details confidential.
It is clear even from this brie( discussion that a deterroinatioo o( thelikely effect of lh disclosuro of 1 • ltrms and coodi1ioo, of transac1ions depondson the type o( market involved. la determinina the structure o( FPL 's fuel oilmarket. I have reviewed the sellen aad buyen operatina in these markets, thehomo1enei1y of 1h produc1, lht f11e1on 10v r ina ••try or ui1 from the markeuand the roa. o( in(ormatio1, Th rev· w indicatea that th fuel oil market la whichutilities i1 the South t purchase suppliea i, oliaopolistie. That ii. the actions ofon Cina will alf ect the priciaa Ud output decisiou of oth r sellen. Thinterd pend nee amona r I oil supp · 11 is compounded by p nc in t market of a few v ry la.rat purchasen, such u FPL. Th followina tioas desc:ri� t details of a elaboration of th consequences o( transaction disc:losurin this type o( marker, my market e\'lluation and my conclusio .

n r ·



Ill. EFFECT OF DlSCLOSU £ IN OLIGOPOLISTIC MARK TS 

A brief review o( tht role that secrecy plays in oliaopoly theory is 

helpful in understaodina the pricina policies o( oliaopolisu and the predicted impact 

oo fuel costs. 

AD oliaopolistic market sttuctu� is characterized by competition or 

rivalry amona the few, but the number of firms in a market does not determine 

conclusively how the market f'unctioas. In the case of oliaopoly, a number of' 

outcomes art pouiblt depeodina upoD tht dearee to which th• firms act either as 

rivals or u cooperators. Sellen have a commoD aroup ioterest in keepina prices 

hiah, but have a conflict of' ir.terest with respect to market shart. 

Tht manaaement of' oliaopolistic firms recoanizes that, aiven their mutual 

interdependence, prt>fits will be hiaher whea cooperative policies are pursued than 

when each firm acts only in i•.s own narrow self-interest. If' firms are offered the 

opportunity to collude, oliaopolistic markets will tend to uhibit a tendency to-.ard 

the muimizatioo of collective profits (the pricina behavior associated with 

monopoly). However, coordination o( pric:ioa policies to muimiza joint profits is 

not easy, especielly where cost ud market share di((erences lead to connictina 

price and output pre(ereoce1 amona firms. Coordination is considerably less 

difficult w a oli1opolis11 cu communicate openly and freely. But tht antttrust 

law,, which an concerned with inh1bitin1 monopoly pricina, make o�er1 cooperation 

unlawful. The� an, however, subt ways of coordinatina pricina decisions whic 

are both le&al llld potentially effective if discipline CID be maintained. 

One means o( coordinatina behavior without runnina atoul of the law is 

pric leadership. Price leadership can aenerally bt viewed u a public sianal by 

firms of the chanaes in their quoted prices. If each firm knows that its pric cuts 

will be quickly matched by its rivals, it will hav much less incentive to make them. 

nera· 
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By th• sam• loaic, each supplier knows that its rivals can sustaiD a hiah r price 

quote only it other firms rouow with matchina prices. 

Focal point pricina is another uamplt or oliaopolistic pricina that allows 

coordination without violatina the aotitrust laws. Here. sellers tend to adhere to 

c:c:epted rocal points or taraets such u a publi ly posted price. By settina its 

price at some Coca! point. a firm tacitly encounaes rivals to rollow suit witho�! 

undercuttifla. The posted price published (or various arades or (uel oil by reaion 

would serve u a Cocal point for that area. Other types of focal points include 

manufacturt associations• published list price, or aovernment-set ceilina prices. By 

adherina to these c:cepted taraets, coordination is facilitated and price warfare is 

discouraaed. 

Whit oliaopolists have incentives to coopentt in maintainina prices 

above the competitive level, there art also divisive forces. There are several 

conditions which limit the likelihood and effectiveness of coordination, all or which 

are related to the ability of a sinal firm to off er price concessions without rear of 

retaliation. They ioclud ( l) a siaoificaa number of sellen; (2) heteroaeneity of 

products; (l) hiah overhe d costs coupled with advent business conditions; <•> 

lumpiness and iotr qu ocy iD th purch 

tion lap. 

A. D• N••lttr ... S111 of f]r••

of products; and (5) secrecy and retalia-

Th• struc:tunl dimensioD with th most obvious innueoc on coordination 

is th number and size distribution of firms in th market. The areater th number 

of sellers in a market, everythina el th• sam,, the mort di((icult it is to maintain 

a noncompetitiv or above-cost price. As th oum r o( firms increases and t 

market sh r of acb d clin • firms ar increuinaly apt to ianor errect of 

their pricina and o tput d cisions on th actions or other firms. In addition, u the 

ner 
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number or r.,,.. incrUMI, the probebility incre.,.. 1h11 11 leut ou fir111 will havelower than •••ra11 co,11 111d an 1qreuiv1 pricina policy. Thererort, ea oli1-1;,,ia •• industry or IS firmt i, more likely to orre, secret discounc, and les, likely 10be discovered thu an oliaopolut in aa indUJtry o( only three firmt.
a. Prod■ct Rrccr0nnctu

I( producu were truly homoaeneou.s or per(ect substitutes in theconsumer's mind, price would be the only variable with which firnu could compete.This reduces tht task or coordina1in1, ro, firms must coasider only the price dimeosion. When products are di((erentiated, the terms of rivalry become multidimensional and coosiderably more complu.

c. O•trbra4 Cosca

The ability o( oliaopolists to coordinate is arrected in a variety of waysby cost condition, Generally, th treater the di(ferences in cost str�cturuetween firms, the more troubl the firms will have maintainina a common price policy. There is also evidence that industries characterized by hiah overhead costsare particularly susceptibl to pricina discipline breaJcdowQJ w en a declioe ia demand forces the iadu.stry to operate below capacity. Th industry c arac eriudby hiah fixed costs su((ers more wheD demand
· depressed beca inducements toward price-cuniaa and a low r Ooor (maraiw cost) to pr'ct

o( trooa 

deer ases. (Price-cuttJaa wiU be c ecked at bia er prices w D marainal coses arhiah and (iald costs ar r tively ow.)

and 

Any 

r quir 

D. Lamplpq1 114 l•Cc«Avrao or Ordca
Profitab tacit collusion more 

r aular, since nd r aliat'oa 
cision 

Ii tly w ea 

,. ui r 
to un re 1 a pric 0 which industry 

I ncina o( pro aai ain,t 
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cu1tin1 tho prico deriv11 fro111 I • increased probability or Meurio1 1 profltaborder and laraer share o( tht mar et. The cost arises fro• t� incre&lld

quot s. 

probability or rival reactions drivin1 dowo tho level or futuro prices ond, 1hereforo,ru1ur1 profilJ. Tho probable ■•ins will obvio.,ly bo lar1er when tho order II llakoiJ lar11, Also, tho amount or iaformatioo I firm convey, •bout ilJ pricin1 11n1eay10 other firm, in tho market increase, wi1h th number or traa,aclioa, or priceClearly, tht less frequently orders are placed, the less likely detection would be.

E. Surrn 11t1 1,r,n,001 L111
Tho lon1er tho adve.,. consequence, or rival re1ali11ioo cu bo delayed,tho more 11trmiv1 undercu11in1 tho accepted price 11ruc:1uro becomes. On meao,of foresr111in1 re111i11ioo it 10 ■rant secret price cu1J. If prico is abav nm1inalco11 and if price concession, can reasonably bo noec1ed 10 remain secret, 0H1opo.lists have the incentive to enaaae in secret price shadin1.

Fm or retali11ioo it not limited ;.,, 10 fm or matched price cu1J byother selle,s ia th mukor. A ditclosur of secret price coac ssioo, to oo bu) rmay lead other buyers to 

o( industry profits the price d Ii

maad equ treatmeaL Th result ould aa rosion 

drawaJ o( price cone.-....., ... ia I eral.

to com odat ot r buy n or a ith-

Th numbtr &Dd si distribution o( buy n ia
ractor wh re (ea, o( r taJiatio is aa important mark t et meat.

ar et • a sian1ficant 

r w Iara, uy" r pr Dt I Iara• percent or

pric concessions to buy rs by a el r
(that i • r suit ia i1nif'i nt I o( al ) for 
closur or crer pric co C io ·n t • C

rucrio ould owl d or pr"c 

n r · 

t 

ark t, t arantina ot

or a 
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Ii ely o prompt im ecf t

to small ,. in ianif'icanr fir



it follows lh I rather lhu rist u unprofil blo Price ba111o firms may c,.,.

orrerina c:oac: ssioa.s. 

It is not in the
c:onc:essions to initiate price cuts

1001-ruo interest or tho firia considerin1 pricehicb "'•uld lead to Jo,.., marker prices ••••rally

or ruinous price "'ar,. If kao"'led1• or price coacessioo, leach 01 er .. 11,,. 10

reduce Price <cordio&Jy, tho price-cuuin1 firm "'ill loto tho marker share

1dvan1a10 it could have 11ined throuab secret Price shadio1. Industry profit, "'ill

be ,.,.., duo 10 Ibo lower orice levels. Therefore, 1ivea 1h11 any pdce concession.,

will be disclosed, tho IDOSI Profi .. bJ Slrateay is more likely to be 10 refraio from

orrerin1 price concession.,. Eli,nina1io1 •PP<>rtunitie, for seem actioo (by disclosin1

price, for <>ample) "'•uld 1rt111y reduce tho incentive to oli1op0Jisi, 10 offer price

conc:essioa.s. 

IV. ,\fARXET EVALUATION

Arter rev;,,.in1 the lheorericaJ criteria u,.d by ttonoosisi, to e>aluate 

marter strucrur "'itb FPL P<noonel kno,.led1eabJ io th are, or fossoJ.f el 

procuremeo1, I requested lad - provided with esseariaJ marker data •ecessery 10 
naJyze the mart., io wbich FPL Purch No. 6 fuel 0;1 (resid). These data.

101erher "'ilb other PUblis ed ioforma1ioo, ,.,,. d 10 determio th structure or
the market.

A. Miele• s«ocr11:1

The Product uod r considerarioo is re,id and ii, primary purchaser, ,,.
utilities. FPL i, loce1e<1 io the Sou1heas1 aod, beca or ii, •••1nphical loc11ion,
Purchase, resid pri,narily from refineries io th Gulf C I ar a or I Carib an.
Transp0r111ioo co11, li,ni1 th marker 10 th are , althou1h it may PGQib o 
pick up distr d ma from other loc11ion., oo t p01 marker. 0th r JDajo,
ourch rs or r sid from th Gurr Cou1 and Caribbean are utilit" ia t • 

n r ·
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ortheut, 

Sour east 

D 10 lbt ddi1ion11 1ranspor111ioo cos11, owever, u1ili1ie, io Cheould be unlikely 10 purchase resid from oor1heas1ero refioerie,, The Nore ease doa noc have adequa11 refio ry capaciey 10 meec ch demand io th11 area
ad i,, lh<:efore, a ••• imporcer or resid from cho Gulf Coa,c aod forei10 supplier,,Therefore. the Northeast and So•uheut 11e separate. but related, markets. FPL purchase, resid ia •ery lar1e quao1i1ie,, UJullJy ia bar1• or ship ou(100,000 10 200,000 barreb or mor ), la 1916, FPL purchu,<1 lS,460,637 barreb of

low-sulfur mid, lhe majorily of which (61 perceoc) - under medium-cerm (one-
10 cwo-year) conrrac11. Th remainder - purchased oa lhe spoc marker. Ther are very few buyers of resid ia Ille markec who purch- ouaatilies approachin1 the
leveb consumed by FPL. Table I shows the relacive sill of purch..., for chemajor consumin1 u1ili1ie, io lh Sou1heas1 and ch, or1heas1. or the 10 ucilitieswho had purchases of more thao S00,000 barrels oer monch for lhe July t rou1hSepcembtr 19U period, FPL i, clearly lhe sin111 mosc impor11n1 buyer in torms orsize. Only one o( the other utilities is located ia t e Southeast.

Th eoery requiremeo11 for sellers io lhi, m1rk11 1r sub,11n1i11. Seller,mu,r capabJ or mee1in1 all ol lllo u1di1y'1 soocificatioos includin1 quan1i1y andqualicy (for eumpl , maaimum sulfur, u a d w11er coacear). Supplier, mu,1 eit trrefine or lather a.ad I ad caraoes Crom r fin ries to marltetab specificuionsThe capitaJ uite 111:1 associated with b ildia1 or buyina a refinery artc rcaialy sub,•aaliaJ. Anoe r •iabl opcioa for eaery iaco ch' markec ould as a re ell r, blend r or era r. All of the oarcicipacio •• ould requir a financial oo,icioa ia lh oil lo sod. Al t d I • I, I en1,an1 would 111 ercu a r rom r fin n or ot r trad n nd bl ad (if r quired) to mar etac:if ication,. e prim ry ( iJiri r q irem nt outd 
or o bl nd A u i I t tr t 

n r · 

on tan , o old oil

to II ro urtlir' ,,
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the minimum purch.ue quantity would be appro1imately 100,000 to 110,000 rrell. 

Thi, would represent ooe bara• lot It i, possible to lease tukJ with aaitators for 

blendin1. The most Ouibl• approach would be to ltaM a 2SO,OOO barrel tank. This 

would accommodate two bara• loadl or one medium capacity vessel. The cost for 

250,000 barrels of leased storaae would be appro1imately SO.01 per barrel per day or 

S0.30 per barrel per mont�. Total tank cost (assumina full utilization) would be 

appro1imately $75,000 per month. 

The prosrective reseller would also need to have open lines of credit to 

finance oil purchases until payment wu received from the customer. Assumin1 the 

entran1 intended to move a minimum of 1,000,000 barrels per month, it would be 

necessary to finance approximately S15,000,000 for JS to 40 days. 

Althouah the current barriers to entry into thiJ market u a refiner or 

reseller are substa!ltial, they would be evea hither except that th depressed state 

of the oil industry hu created surplus refinery capacity and increued the storaae 

tank capacity available for lease. Th cost of these faciliti will increase u the 

oil industry improves and the current surplus availability diminishes. Thus, it is 

reuonable to anticipate that future entry conditfons will be more, rather than less, 

restrictive. 

A new company could allo tnltr th marktl a broker sellin1 small 

carao lots to utilities. In this cue, t broker would not hav to take a financial 

position with th product and would act u a middltmaa bcrwee11 refin n and/or 

resellers and customers. Th primary barrier to entry at this lev I would be t e 

need to hav established contacts with refiners, traders and pot ntial customers 

normally ctive in th market. How v r, this may not be a v ry viab 

an nrerina company expects to make utility sat For uamp , FPL has informed 

n r · 
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mt that they 111 hesitant to deal with • broker who doe, aot actually hold title to
the oil beiaa sold u thiJ would bt considered a hiah-risk source.

Table 2 presents a list o( currently active firms capable o( supplyina
resid to the southeastern utility market on a contract basis. This list represents
the (irm.s presently capable o( supplyina the southeastern utility market. Some o(
these (irms also supply resid to the marker in the ortheut. Th list o( potential
contract supplien to FPL is sornewhat shorter. For example, because o( the low
sul(ur requirement, Laaoven S.A. it aot a present supplier to FPL, but cou d supply
other area utilities with leu restrictive sulfur spec:i(ic:ations. Laaoven rtrines
Venezuelan crud oil which has a hiah-sulrur content. Othen, such as Straeaat Oil
and Gu Company aad Torc:o Oil Company, sell primarily to US. Gui( Coast
reiellen, but could supply utilities that have their own transportation and buy in
sufficiently larae quantities. Ia its last request for bids to supply reqiJirements ror
1987 and/or 1911, FPL received 12 proposals, Under circumstances v.,here only 12 to
20 firms compete for sales in a market dominated by a few larae purc:hasen, each
rirm will be concerned with the actiou or potential reactiou of its riva . The 
lou o( a lar11 sat , such as aa FPL contract, would undoubtedly have a sianificant
eCCec:t on th market share of that firm.

Some refia n or r l n, ouata not ordinarily c:apab of or willina to
commit the resources essary to t utility specific:atiou ·a ord r to compe • in
the contract market (or low-sulfur raid, may potential spot market supplien.
Tab 3 lists firms ia this careaory. The number of firms ia this cateaory is also
mall enou h that t y must be awar o( and consider th pre: ocrered by the 

oth n In t ir 

int rd 

i ionmakin proc 

primary chara t r' tic

of t II n in t 

ic:h distin uish s oliaoc,olinic: mark ti ·s t

ark t, Cl arly, in view o( th r lati..,ely

n r ·
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small numbtr of sellen. th• restrictions oo entry and th• small numbtr of Iara•

buyen. th• bids and prices offered by one fuel oil supplier will have aa ,erect on 

the pricina policy nd th• quantity sold by th• remainina sellen. A firm wishina to

sell resid to FPL io this market cannot ianore tht actions or prieina decisions of

other firms and reasonably upect to profit io tht Iona term.

B. E(fut a( P\sc:1°Hrt

ln Section m. the role of disclosure and the factors conducive to price-

cuttina in oliaopolistic industries wu discussed. The analysis indicates that the

facton which facilitate secret discountina are also present in the southeutern

market for rcsid. As discussed. there are currently 12 to 20 firms capable of

supplyina resid in this market. Resellen or broken w,ll have diff ereot cost

structures than refioen. The oil industry is typically classified u a hi&h overhead

cost industry. Contracts for resid are Iara• and infrequent. The probable net aains

from discountina art areater where orden art Iara• and infrequent. In the absence

of public disclosure. price concessions could reuonably bt upected to remain secret

for at least oat to two yean under a Iona-term contract. And finally. the upected

aains to uodercuttina the industry price to a lara• buyer such u F?L would be

Iara• if secrecy could bt wumtd. All of these market characteristics which are

present in the southeastern r id market are cooduc:iv• to the araotioa of price

concessions. A timitioa factor. however, may bt disclosure or th• tack of secrecy

since price co cessions to a sinaular tara• buyer such as F?L could mean a

sianificaot toss of sates for the remainina sellen.

Th• analysis of th fu l market in which FPL competes indicates that

sellen have a strona incentive to arant pric concessions. but ar most ti ely to

arant them only if secrecy can be assured.

nera· 
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Theory predicts that to th• uteat ru I supplies and scrvica are 

purchased i11 oliaopo ittic markets, public disclo.urt or detailed pricina inrormatio11 

will areatly limat opportu11itia (or secret pric• conceuiou. This theory is evta 

stronaer w t11 applied to a Iara• b\lyer ill relatio11 to th• siu or th• market. My 

analysis or th• act\lal market iadicata that FPL is a very Iara, b\lyer purchuina 

(uel oil i11 111 oli1opoli1tJc a,arktt wher• interdepe deoce is a key characteristic. It 

(ollow1 that th• expected consequeac, or areater disclos\lrt o( th• details ot (uel 

traanctioos it (ewer price coacwioas. Price coocessioas ia (uel contracts result 

ia lower overall electricity Cott to ratepayers. Consequently, public disclosure ii 

likely to .,. detrimental to FPL and its ratepayers. 

PAMELA J. CAMERON 

Columbia. 
S-or■ btrore • thit '-/ µ....., day ot Marc • 1917 ia t DtJtrict o(

OTARY PUBLIC 

My commission upir11.1
kpf d�, /1 �1

nera· 



NORTHEASTERN AND S0UTHEAST£RN UTILITIES CO SUMINC APPIOXIMATEL Y 500,000 IARRELS PLUS PETROLEUM PEI MONTH

UlililxlMgasb

Florida Power and LisheCompany 
July 
Auausc 
September 

Canal Electric CompanyJuly 
Auausc 

Central Hudson Gas andElectric Company
July 
Auausc 
September 

CommonweaJth Edison CompanyJuly 

Connecticut liaJu ud Po-.,Compaay 
Auaust 

Consolidated Edison Compqy orNew York 
July 
Auausc 
September 

Number or
Delivery 
fgiata s,u. 

(J) (2)

• Florida
9 Florida 
9 Florida 

Massach u.setts
Massachusetts

2 New York
2 New York 
2 N w York

• lUiaoia

l Coan ticut

9 ew York 
9 New York 
• ew York

n r · 

Barrell 
tuc,baJ.:d

(3) 

2,920,000 
1,oaa,000
Ll2◄.Qgg 
5,302,000

161,000 

l.Q2l,Qgg
1,963,000

902,000 
1.012,000

l22.ogg 
2,506,000

547,700 

696,000 

1.220.000
a◄a,000 

J.Q7l ogg
3,l◄J,000

IAILJl 
Paae l of 2

Averaae 
Sulfur 

C12a11a1 
(Percent) 

(4) 

0.13 
01◄ 
0.11 

2.03 
2 09 

I 32 
I.JI
1.23

0 67 

0,99 

0.29 
0 29 
0.26 



ORTHIASTtRN AND SOUTHEASTERN UTILITIES CONSUMING APPROXIMATELY 500,000 BARRELS PLUS PETROLEUM PER MONTH
July thro111la S.ptt■Nr 1915

Number o(

Delivery 
Barrels UlililxlMgiub fgiora s,.,. eim:ba.a 

(1) (2) (3) 
Florida Power Corporatioa

July 
7 Florida 730,$00 September 
7 Florida 6•l.90g 

1,374,400 
Lona Island Li1htin1 Company

July 
' New York 1,499,000 Auaust 
' New York 1,636,000 September 
' New York 172,QOg 

4,007,000 
New England Power Company

July 
2 Massachusetu 591,000 September 2 Massachusetts 6•l.QOg 

1,234,000 
P nnsylvania Pow r aod Litbt
Company 

July 
6 Pennsylvania 506,000 Auau.st 
6 Peaa.sylvuia 1,393,000 September 
6 Pennsylvaaia §:07 ,Qgg

2,506,000 

TOTAL 
23,976,800 

lAILt l 
•••• l or l 

Avenae 
Sul(ur 

CQDllDl 
(Percent) 

(4) 

1.25 

1.1, 

2.20 
2.20 
2.30 

1.50 

2.0.C 

0.9l 
0,19 
0.19 

Source: 
U.S. Oepartmeat o( Eneray, Eneray raronnatioa Administration, Elttrrjc; 
Power Quarterly, Tabl J ,, Third Quarter 19U, 

n r ·
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POTENTIAL SOUTHEAST RESID SUPPLIERSLO C· TERM CONTRACTS

Looa-Term 
Traasporutioo A1aiv1 C:amgaoi R,Cioct (Qwo at Ltastl

(I) (2) 
Amerada Heu Corporation Yes Yes Amoco Oil Company Yes Yes Apex Oil Company No Yes B. P. North America No Yes Belcher Oil Company No Yes Challenaer Petroleum (USA), Inc. No No Chevron International Oil Company No Yes Clarendon Marketina, foe. No No Eastern Seaboard Petroleum Company No No Global Petroleum Corporation No No Hill Petroleum Company Yes 

0 Koch Fuels, Inc.
Yes No Laaoven S.A. 
Yes Yes New Enaland Petroleum Company No No Petrobras (Brazil) Yes Yes Phibro Distributor, Corporation No No Scallop Petroleum Company No Yes Seraeant Oil and Gas Company, Inc. No No Stinnes lnteroil, Inc. No No Suo Oil Tradina Compuy Yes No Tauber Oil Compaoy No No Torco Oil Comp111y No No 

TAILt 1 

Current or 
Previous 

S1,1ggliu aC EtL
(3) 

Yes 
No 
Yes 
Yes 
Yes (current)

0 

No 
No 
No 
No 

0 

No 
No 
Yes 

0 

No 
Yes (current) 
Yes 
Yes (current) 

0 

0 

0 

Source: Dita provided by Florida Po,r,,er and Liaht Company. 

n r ·
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ATTACH NT E

BEFO ETHE

FLORIDA PUBL C SERVICE CO SSION

STA1£ Of FLORIDA)

AFFIDAVIT

couHTY Of DADE l 

ooc .. o. 940001-EI

Of9 me. ltlO u ,.;gned utt,orty. Eugen unoar appeared. ""° •no du y m 

tr, me. id nd test ied.

My name IS Eugene Uno ; my bUSIII ss address 9250 w. A r Sir ,. Mia""- flOrida 33174.

I m ff"4)lo ed by A<>rida Pow r & L\gl< ColTll)aflY ("FPL") s a forecast•no Spee"' ., lhe Bu 

Sy ms oepartmert. 1 rece ed a sachelo(s o ree c .,;cal engineenoO trom eome UNV• in 

1972. In 1974.1 recewed a Maste(s oeg,ee m Bus ss M-str "n 1rom th<' un· ers ol ChieaQO•

from 1974 to 1984. I was errc,loyed by Mot,;I Oil eoq,orat"n here I served as a 5eri0r SI

Coordlna o< and SUP""'''" ,n the eorporate pply & o,sul>ul"" oepartmert. and the w.-""' Retlf1>o0

and Masl<elioO o;v;s1on·s s1ra1eolc supply Pia""'"° and eontrol r·s oepartments ., pos•"ns ol ;ncreas>oO

r spon ty. 

In Jaooary o 1985.1 p ed FPL as a Sel\lOr fuel Engineer and was ,espons lor I luel pre

OC'ecas ng and 1u l•r lated plannil'lO projee\S• 

In Jarolrf 0119811. I was gwen the added responS> ly lor be>oO Team uader 1or FPL s fo,eca

R · Board Ta Team.

In �ember 011988, I was named Pnncip31 Eng r.

1or the Reou\atory ServiCeS Group "' Fu

In June 011989, I was given t added respons 

Resources Department.

In oC 1991, I wa named Pnncip3I Fuel Analyst.

In October ol 1993, I was named Forecasting SpeCia t.

I nave rev ed lhe ttdav ol or. Pa la J C ron. da M roh4. 1 7.

nw 

n Of. C meron·s id , th t led to

o\igOPO ic, 8 tru toclaY· 

o nu ed 

10 

ron· T 

oond iO

FP bU 

1 



C 

Nort1,e st. o, the• .. �,; • Who had re /do lfu I 0<1 PUrc 
8, T: 

;,, 1993, FPL de rly lhe Wig la,g SI bu,e,, •..,..�---···, in the SoUfheasr. 
2 tt c:118d ,,.,. o ,s n UPd;Jt8d ,e,..,,, 01 o,. Came,on·s T 

s 0# more than 6

ind T 3 (Sf)01 Ma11<e1 SuPJ> · rs). tt <lent les tho e f""" Cl•<re,w1y °"Pablo 01 SUpp/yW!g

re '1uaJ tu I od lo the Southea em '"""' ma11<e1 on a co111,ac, or Sjlot basis c,....,,.,.,_

2 (Coorrac:t Supp,j.rs)

were 23 P0tentiaJ fuel o su 

!Oday do no, requ .. ad e,e.,,,.,.,,, ot SUPJ>llers between the COntract anci Sl)ol (one debve,y

COnlract) lllalf<ets. Since some Of ,,,. .. SUPJ)l,e,s cannot ..... ., .... , FPL•s SU u,

-.,.,.,,,., Ille '"' Of P01e'""' COntrac, SUppt, rs lo Fpt_ ;,, _,,., Short ,. In 1986, !hereSUPJ) ... Ind CU<re,w '&Quest for bods lo SUpp1y a P00<ln OfFPL' s fuel ol requ;, ment tJnder

,s lo FPL; "1 199◄, lhe,, are CU<re,w1y 29 P0I "'"'' tu I olcont,ac, for Ille 1993 t ou h 1995 P&tlOd, Fpt_ "'"""'8d 5 P/Oposats. Unci r ci1t1Jms1.,_

"'""'• on1y 25 to 30 f"""' �le to, sa es in a ma11<eI dom,nat8d by a I la,go ""'chasers,

tact, fun, (SUPPiier) w be conce,nect ""h the 11C110ns o, P0Ient,at, act<>ns ot s nvaI . 

The Wonna,;gn •ho,vn"' cot.mns P 1111d o 01 the ◄23-1(a) '"Pon "1Clldes onna,;g,, on 1

ng anci lran'Portat.,,, ma11<e1s 1111d the fuet o •o ume anci Qua , 5Pecton ""'"' I. In 1 7, FP 

w oniy le o fllld e· ht Qua '8d J>ao s "'h an ores, ., bidd.ng 1 ""' mg anci 1,

ltrvces, Cl the e, fourreSjlonded h lral1Spona1.,,, PIOposa nd 
lo lhe •ma demanci "' Florida tor both ot lhes sen,i:es ,,,.,,.., entry

ot r COntract data es reasonably ety to It n ncre d Price tor t rm,

10n rv· s 1so hav th ma11c

Du tor



U r Aftidav• 
Page 3 

n oligopolistic market is I ly o resu in a withdrawal of price conce s ns to that buy r, thereby lfll)airing
the buyer's a · ty to negot te co, racts in the future.

The adv rse tfect f ma ng anlorma110n of th' nature ava
oI industry's reaction to publicat10n of FERC form 423. That form discloses a delivered pnce of fuel oi.
Becau of the importance of t · i ormat10n to fuel suppliers, several services arose which corrc:>iled and

to supp1· rs IS evidenced by the

sold t information to suppr rs that are only too willing to pay. We expect that a s mdar ·cottage
indu try• would dev lop , the FPSC 423·1(a) or ◄23·1(b) data were made public. Therefore, the
publicat10n of tt informat10n w·11 be made readily available to t fuel suppliers. and thi will ull1mately
act as a detnment to FPL's ratepayers.

The information which FPL s s to protect from disclosure is contractual data that is treated by
FPL as proprietary confidential business information. Access w hin the CO"l)any to this 1nformat10n i
r stricted. This informat10n has not, to the best of my knowledge, been disclosed elsewhere. Furth rmore,
pursuant to FPL's fuel contracts, FPL 1s obhgated to use all reasonab e efforts to maintain the confidentiality
of the informat10n id ntrt,ed as contid ntial an Attachments A and C of FPL's Request for Specified
Confidential ClaSSlfication.

The pricing information appearing on FPL's Form ◄23-1 (a) or ◄23-1 (b) loi which confid ntial
classdicat10n i sought should remain confidential for the time periOd the contract is ,n effect, pl.I
months. Disclosure of pncang 1nfonnat10n dunng the contract period or prior to the negotiation of a
contract II reasonably I ely to impa' FPL's ability to negotiate future contracts a scribed bov . 

FPL typically negotiate now reSidual (No. 6) tu I ou contr led rvice co r s 
poor to the end of e ting contracts However, on occasion som contr ct nego iat10 re no f lized 
u er the end of the contract periOd of ex ting contr

typica y negot' ed w the next mont Co 

of 

oft 

Wh 

no, pure 

Cl lo r ldu I ( 

o n 

ry 

· l onFPL' Form◄23·1( )or◄23-1(b)for

to. 

rt nd 

orma 10n on t Form 23-1( ) or ◄23-1 (b) for o 

1 nns of t r 



h SUCh fu I oiJ is purcha ed re fulf1 ed upon d ery, FPL requ s t  prac I ormation · ntified
confident Ill Attachment A nd C of FPL's Requ t for Sp led Confidential Cl

Ungar Atf ida • 
Page 4 

confidenti for a penod of six mont

icat10n be pt

necess ry for confidentiality of these types of purchases to allow FPL to ut ize its mar1'et pre ence fl

ft r the delivery. Sax month is the millU'TlJm amount of tme

gaining price concessions during seasonal fluctuations m the demand for residual (No. 6) fuel oil.
Di losure of this informat10n any sooner than s months after complet10n of t transaction is reasonably

ely to 1111pair FPL's abi 1ty to negotiate such purchases.

In summary, it my OptniOn that the cond1t10ns cited by Dr. Cameron an her affidavit are still valid,and that the mar1<ets in which FPL buys fuel oil, and fuel oil related services, are ohgopo 1St1C.
In addition, this affidavit is 1n support of FPL's Request for Confidential Classdacation of No. 2 fuel

oil pnce informat10n found on FPL's Form 423·1 (a). The No. 2 fuel oil ntormat10n identified on Attachments
A and C in FPL's Requ st for Confidential Classlfacat10n is proprietary confidential business 1nforma110n as
that term I defined in §366 093, F.S. As such, d1:.closure of thi contractual data would impair FPL's ability
to contract for No. 2 fuel oil on favorable terms in the future.

No. 2 fuel oll IS purchased through a bidding process. At the request of the No. 2 fuel oil supp1· rs,FPL h agreed o not publicly disclose any supplier's bid. This non-disclosure agreement protects both
FPL's ratepayers, and the bidding supplier . As to FPL's ratepayers, the non-public bidding procedure
provides FPL with a greater vanation in the range of bids that would otherwise not be ava ble If the bid ,or the winning bid by Itself, were publicly disclosed. With public disclosure of the No 2 f Io I pric s foundon FPL's Form 423·1(a), the bids would narrow to a closer rang around t e last wmnlng bid el · tng
the posslb y that one supp11 r might, based on his economic iluat10n, come in subst n the other ppliers. Nond losure I ewise protects t suppl rs from dwulging any econo ·
that suppfer may have that the others have not discovered.

The No. 2 fuel o pr'1Clng Inform t10n appearing on FPL's Form 423•1(a), for
c&as!ltic.ation soug , hould rema confid nr I for the time period th contr
mont . DiSclosure of pricing Ormation during the contr ct riod or pr10r tot



uno Attida it
page 5 

FPL Nft""!IIIN negof es· 110 210 10 I coitracts poor 101 end ol such conlr s. - e<,

on occa'""' rne cont dS are not negoli• ed ult alter the end ol I cun nt co,.,act period In 11<>18

ms:lan� Ille con1ract re typicA renogo\ill ed w ,n siX monlhS conseQU ,. • • ;g .-ssarY 10

maimain he conl<len ,a y ol lh -" .,.,. ,ed as cont<Sent>al on FPI.' form 423•1l•l lor siX

morOhl "' I end ol lhe � I con1rad period the ,n 0rrna1>0n re te 10. o,,c1o,ure ol thll

......,.. .. n ny 500ner than s· mo hs atter co�•'"'" ol lh• transadion "reasonablY I ely o in"4>3 

FPL s to neootiate such con ract

Fu r ia sayeth nauo .

S ot Fk>cida

CoU o Dade

) ss 

) 

The toregc>UlO · ru was acknow\ 

cou . F\orid3 'tY'/ Eugene ungar. hO persona 

ore me ,ru!'.21H d y ot

nown to me and whO did t
ust, 1994 O

no h 



TAB 

NORTHEASTERN ANO SOUTHEASTERN UTILfTIES PURCHASING APPROXIMATELY6 MIUION BARRELS PLUS PETROLEUM IN 1993

!,l!llltX™onth

Flonda Power & Light
Co�ny

Cana/ EJectnc Co�ny

Florida Pow r CorporallOll

Long Island Lighting
Co�ny

tat 

Flonda 

Mas Chus tt

Florida 

us 

Ad 

Yo,1,. 

37,902 

7,688 

10,78 

9,7◄7 

Average 
Sulfur 

�nt!!!!
(Percent)

1.57 

1.54 

185 

0 



TABL 2
POTENTIAL SOUTHEAST RESIO SUPPLIERS

Amerada H ss Co,p.BP North Arnenca Chevron lnternatioo I 0.1 Co.Cl rendon M r1(eting, Inc.Clar1( 0., T rad,ng Company Coa aJ Fu I Mar1(et,ng Incen;e, Inc. 
GJoba1 Petro um CofTl>anylnterno, TracJe, Inc. (Braz11)John W. Stone Oil Dist.KOCh Fuels 

Kerr McGee
Las Energy Co,p LYOOdel Petroct,ernical Co.Metallegeffschatt Co,p,Northe Petro, mPetrob,as

P lro'8a 
Pht,ro Energy Inc. Rio Energy Int mationaJStewart Petroleum Co,p.St lnteroil, Inc. Sun OU Trad,ng CofTl> nyTauber 011 CompanyTexaco 

TOSco 0., Company Transwartd Oil USA Tnotoc
V ol S A. Inc.

YES 
YES 
0 

NO 

NO 

NO 

0 
NO 

YES 
NO 
YES 
YES 
NO 
YES 
NO 

NO 
YES 
NO 

0 
NO 

NO 

NO 
YES 
NO 
YES 
YES 
YES 
YES 
NO 

Previot., 
..:>OpPiJ6· r ot FP

_co�PQL

YES/Yes
YES/Yes
OIYES 

YES/Yes
NO/YES
YES/Yes
YES/YES
NO/YES
NO 0 

0 0 
NO/Yes
NO/Yes
NO/YES
NO 0 
NO 0 
NO 0 
N01 0 
NO/Yes
NO/YES
YES ES
NO 0 
YES/Yes
NO 0 
NO/YES
NONes
NO/YES
NO 0 

ote: 

NO 0 
NO/YES Souree: Data Provided by Flonc1a Po,v r & light Company (Augu 2, 1994)1) Th11 lab a .. ,. .. a tho II for both contract anc, 1po1 pt 1 (Tai, 2 & t 3)



CBRTIPICATB OP SBRVICI 

I BBRBBY CBRTIPY th t tru nd correct copy of Florida Pow r 
& Light Company's Request for Confidential Cl ssification of the 
Form 423-1() for June, 1994, was forwarded to the Florida Public 
Service Commission via Airborne Express, and copies of the Request 
for Con idential Classification without Attachment A were mailed to 
the individuals listed below, all on this 12th day of August, 1994. 

Barbara A. Balzer 
Florida Public Service Commission 
101 East G ines Street 
Fletcher Building 
Tallahassee, FL 32399 

John W. McWhirter, Jr., Esquire 
Joseph A. McGlothlin, Esquire 
McWhirter, Reeves McGlothlin, 

Davidson, etc. 
P. o. Box 3350
Tampa, FL 33601-3350

G. Edison Holland, Esquire
Beggs & Lane
P. o. Box 12950
Pensacola, FL 32576

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

Roberts. Goldman, Esquire 
Vickers, Caparello, French & Madsen 
P. O. Box Drawer 1876 
Tallahasse , 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. o. Box 391
Tallahassee, FL 32302

Lee G. Sch udde, Esquire 
Reedy Creek Utilities, Inc. 
P. o. Box 40
Lake Buena Vi ta, FL 32830

James A. McGee, squire 
P. o. Box 14042
S .  P rsburg, FL 33733 



Zori G. Ferkin, Esquire 
Sutherland, Asbill & Brennan 
1275 Pennsylvania Avenue, N.W. 
8th Floor 
Washington, o.c. 20004 

Anthony G. Tumm rello 
Director of �nergy 
Occidental Chemical Corporation 
5005 LBJ Freeway 
P. o. Box 809050
D 11 s, TX 75380-9050

SHF/ssk 

Certif2.j161 

Josephine Howard Stafford 
Assistant City Attorn y 
315 East K nn dy Blvd. 
Tampa, FL 33615 

Steven H. Feldman 


