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~IBBOBNB EXP&£88 

January 12, 199 5 

Hs . Blanca Bayo, Director 
Division of Records and Reporting 
Florida Public Service Commission 
101 East Gaines Street 
Fletcher Building 
Tallahassee, Florida 32399-0850 

Re: Docket No. 950001-Br 

Dear Hs. Bayo: 

. -
' 

Enc losed for Cllin9 with tho commission in Docket No. 950001-El arc 
the followiny: 

FPL' s Request for confidential Classification. Fifteen copies 
of FPL's Request For Confidential Classification of certain 
Informat ion Reported on tho Commission's Form 423-l(a) with 
Attac hments B, c, D and E are enclosed. The original Request 
for Confidential Classification of Certain Information 
Reported on the Commission's Form 42 3- l(a) with Attachments A, 
B, c, D and E is enclosed. Please note that Attachment A is 
an uned i ted Form 423-l(a) and therefore needo to be treated as 
confidential. 

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

s inc e rely, 

.~'-' ,4 f-af.~ 
Steven H. Feldman 
Attorney 
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BBPOU TIOI 

POBLl:C SBRVl:CB COIOU88l:OW 

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

) 
) 
) 

Docket No. 950001-El 

______________________________ ) 

REQUEST POR COifrl:DIDI'l'IAL 
CLASSIPICATIOW OP CBR7AI• IW?ORMATION 

REPORTED ON THE COKMIS8I0.'8 PORN 423-1(&) 

Pursuant to §366 .093, F.S. and Florida Administrative Cod.: 

Rule 25-22 . 006, Florida Power' Light Company ("PPL") requests that 

the Florida Public Service Commission ( "Commission") classify as 

confidential information cer tain information reported on FPL's 

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

support of its request PPL states: 

1 . FPL seeks classification of t h e bolow specified 

information as proprietary confidential business information 

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

prov1.des: 

( l) • • • Upon request of the public utility or 
other person, any records received by tho commission 
which a ro s hown and found by the co011111isaion to be 
prop~lotary confidential business infor.ation shall be 
kept confi d ential and shall be exempt from a. 119.07(1;. 

(3) • • • Proprietary confidential business 
info rmation include s, but is not liaited to: 

(d} Information concerning bids or other 
contrac tual data, the disclosure of which would impair 
the efforts of the p ublic utility o r ita affiliates to 
contract tor goods or services on favorabl.
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2. In applying the statutory standard delineated in paraqraph 

1, the commission is not required to weigh the merits ot public 

disclosure relative to the interests of utility customers. The 

i ssue presented to the Commission, by this pleading, is whether the 

i nformation sought to be protected fita within the statutory 

definition of proprietary confidential business information, 

§36~ .093, : nd should therefore be exempt from §119. 07(1). 

3 . To establish that material is proprietary confidential 

b11siness informa tion under §J66.093(3)(c1) 1 F,S , , ll Ytilit;y must 

demonstrate (1) that the information is contractual data, ancll (2) 

t hat the disclosure of the data would impair the efforts of the 

utility to contrac t for goods or services on favora.ble terms. The 

Commi ssion has previously recognized that this latter requirement 

does not necessitate the showing of actual impairment or the more 

demanding standard of actual adverse reaul ts; instead, i t must 

simply be shown that disclosure is "reasonably likely" to impair 

the contracting for goods or services on favorable terms. See 

Orde·r No. 17046, at pages 3 and 5. 

4. Attached to this pleading llnd i ncorporated herein by 

refe·rence are the following documents: 

Attachment A) A copy of FPL's November, 1994, Form 423-l(a) with 
the information for which PPL seeks confidential 
classification highlighted. This document is to be 
treated as confidential. 
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Attachment B) An edited copy of FPL's November , 1994 Form 423-
1 (a) with the information tor whic.h PPL seeks 
con fident ial classification edited out. This 
document may be made public. 

Attachment C) This document is .a line by line justi t'ication 
matri x identifying each item on PPL's Form 423 - l(a) 
for which c onfidential classification is sought, 
along with a writ ten explanation demonstrating that 
the information is: (1) contractual data, that {2) 
t .he disclosure of wbich would i.Japair the efforts of 
the utility to contract for goods or services on 
favorable terms. 

Attachment D) The aftidavit ot Or. Pamela Cameron. Dr. Cameron's 
aftidavit was previously filed with FPL's original 
Request For Confidential Classiticatioo Of Certain 
Information Reported pn Tbe copission's Form 42)­
.l..LA.l. on March 5, 1987, in this docket. It is 
reriled with this request tor the convenience of 
the Commission. Attachment E updates Dr. Cameron ' s 
affidavit. 

Attachment E) The attidavit ol Eugene Ungar. 

5 . Paragraph 3 identifies the two prongs of §366.093(3)(d), 

F . S ., which FPL must establish to prevail in i ts request for 

confidential classification of the information identified by 

attachments A and c. Thooe two prongs are c .onclusively established 

by the facts presented in the affidavits attached hereto as 

Attachments D and E. First, the identified information is 

contractual data. Second, disclosure of the information is 

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

services , as discussed in Attachments c, 0 and E. 

6 . FPL seeks confidential claasification of the per barrel 

i nvoi•:e price of No. 2 and No. 6 fuel, and related information, the 

per barrel terminaling and transportation charges, and the per 
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barrel petroleWII i nspection charges delineated on PPL's Form 4~ 3-

l(a) Fuel Report as more speci fic&lly ident ified by ~ttachments A 

and c. 

7 . The confidential nature of the No. 6 fuel oil inform~tion 

FPl seeks to protect is easily demonstrated - once one understands 

the nature of the market in which PPL oa o buyer must operate. The 

market is No. 6 fuel oil in the Southeastern United States and that 

market is an oliqopolistic market. See cameron and Ungar 

affidayits. In order to achieve the best contractual prices and 

terms in an oliqopolistic 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, PPL is a buyer that is reasonably 

likely to obtain prices and terms not available to other buyers. 

Therefore, disclosure of such prices and terma by a buyor, like PPL 

in on 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. 

a. The economic principles discussed in paragraph 6 and or. 

Cameron's affidavit are equally applicable to PPL's contractual 

dat~ relating to terminaling and transportation charges, and 

petroleWII inspection services as described in E. Ungar's affidavit. 

9. The ColDIDi&siou need only IIIAlce two findings to grant 

con! J.dential classification to the No. 6 fuel oil information 



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

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

(b) That FPL's ability to procure No. 6 fuel oil, termina l i ng 
and transportation services, and petrol9um i nspection 
services is reasonably likely to be impaired by the 
disclosure of the inforaation identified because: 

(i) The markets in which PPL, as a buyer, must procure 
No. 6 fuel oil, te~inaling and transportation 
services, and fuel inspection services are 
oligopolistic: and 

(ii) Pursuant to econo•ic 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 

in f ormation, identitied in Attachments A and C as confidential 

i nformation, is i nherent in the biddin9 process used t o procure No. 

2 fuel oil. Without confidential classification of tho price fPL 

pays f or No·. 2 fuel oil, PPL is reasonably likely to experienc e a 

narrowing of the bids offer i ng No. 2 fuel oil. The range of bids 

is expected to converge on t .he last reported public price, thereby 

eliminating tho probability that one supplier will substantial ly 

underbid t h o other suppliers baaed upon that supplier' s own 

econom1c situation. See Ungar aftidavit. Consequently , disclosur e 

is reasonably likely to impair PPL'a ability to negotiate future 

No. 2 fuel oil contrac ts. 
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11. FPL requests that the Comaiaaion 111ake tho f ollowing 

findings with respect to the No. 2 fuel oil information identiti£.d 

in attachments A and C: 

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

b . That FPL'a ability to procure No. 2 fue l o il is 
reasonably likely to be iapaired by the di sclosure 
of the information identified because: 

(i) the bidding proce•• through which FPL obtains 
No. 2 fue l oil ia not reaaonably expected to 
provide the lowest bid• poaaible if disclosure 
of the l ast winning bid is, in e f teet, mad£ 
public through diaoloaure of FPL's Form 423-
1 (a) • 

12. Additionally, FP~ believes the importance of thi s data to 

the supplie r s in the fuel market is potently demonstrated by the 

blossoming o f publications which provide utility reported tuol data 

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

protected herein will no doubt create a cottage industry of desktop 

publishers ready to serve the markets herein identified. 

13. PPL requests that the inf ormation for which FPL seeks 

conf i dential c lassification not be declaaaified until tho dates 

specified in Attachment c. The time periods requested are 

necessary to allow FPL to utilize ita aarltet presence in 

negotiating future contracts. Diacloaure prior to the identified 

date of declassification would impair PPL'• ability t o negotiate 

future contracts. 

14. The material identitied as confidential i n formation in 

attachments A and C is intended to be and ia treateCI by FPL as 
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private , and has not otherwise been publicly disclosed to the best 

of PPL's knowledge and belief. 

WH EREFORE, FPL respectfully r equests that the Commission 

classify a s confidential information the inforaation i dentified in 

attachments A a nd C which appears on FPL'a unedited Form 42.3- l(a). 

Date : January 12, 1995 

• k\f\No6tuel. NOY 
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Respectfully submitted, 

Attorney 
Florida Power ' Light Company 
P. o. Box 029100 
Miami, Florida 33102-9100 
(305) 552-2724 
Florida Bar No . 0869181 
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Justification for Confldentiallly for November, 1994 Report: 

AlTACHMENT C 

Docket No. ~001-EI 
January 1995 

FORM UNE!Sl COLUMN RATIONALE 

423·1 (a) 1 - 24 H ( 1 ) 

423·1 (a) 1 - 24 (2) 

423-1 (a) 1 - 24 J (2). (3) 

423-1 (a) 1 - 24 K (2) 

423-1 (a) 1 - 24 L (2) 

423-1 (a) 1 - 24 M (2). (4) 

423·1 (a) 1 - 24 N (2). (5) 

423-1 (a) 1 - 24 p (6). (7) 

423-1 (a) 1 - 24 0 (6). (7) 

423-1 (a) N/A H, I. K, L. N . A (8) 

··-·· --·-------· --· · ··-·· ·-·---------------·--------------BaUonale for confldontla llty: 

(1) This information is contractual information which, If made public, •would impatr 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 lor No 
6 fuel oil per barrel for specific shipments from specific suppliers. This informalion 
would alilow suppliers to compare an Individual supplier's price with the market 
quote I orr that date of delivery and thereby determine the contract pricing lormula 
between FPL and that supplier. 

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

1 



Disclosure of the Invoice price would allow suppliers to determine the oonlract 
price formula of their competitors. The knowledge of each others' prices (i.e. 
contract formulas) among No. 6 fuel oil suppliers Is reasonably likely to cause the 
suppliers to converge on a target price, or follow a price leader. effectively 
eliminating any opportunity for a major buyer, like FPL, to use its market presence 
to gain price concessions from any one supplier. The end result Is reasonably 
likely to be increased No. 6 fuel oil prices and therefore Increased ele<;tric rates. 
Please see Dr. Cameron's affidavit filed with FPL's Request lor Confidential 
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, 
price concessions In an oligopollstic 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 ol 
the invoice price of No. 6 fuel oil pald by FPL to specific fuel supr.-liers is 
reasonably likely to impair FPL's abiliity 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 pub!:cation of these columns together, or indepen"Clently. 
could allow a supplier to derive the lnvoloe price of oil. 

(3) Some FPL fuel contracts provide for an early payment incentive in the form of a 
discount reduction In the invoioe price. The existence and amount o f 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 pl!ice Itself and Is therefore confidential for the 
reasons stated In paragraph (1) relative to prfoe concessions. 

(5) This column is as important as H from a confidentiality standpoint because of the 
relatively few times tha1 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 invoice or 
effective price of fuel cannot be determined. Columns P and 0 are algebraic 
variables of column A. Consequently, disclosure of these columns would allow a 
supplier to caloula1e the Invoice or effective purchase price of oil (columns H and 
N) by subtracting these columnar vanables from column A. 
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(7) Terminaling and transportation services In Florida tond to have the same, 1f not 
more severe, ollgopolistic attributes of fuel oil suppliers. In 1987. FPL was only 
able to find eight qualified parties with an Interest in bidding either or both of these 
services. Of these, four responded with transportation proposals and six with 
terminating proposals. Due to the small demand in Florida lor both of these 
services, market entry Is di1ficult. Consequently, disclosure of this contract data 
is reasonably likely to result In Increased prices lor terminaling and transpo.1allon 
services. 

Petroleum inspection services also have the market characteristics of an oligopoly. 
Due to the limited number of fuel terminal operations, there are correspondingly 
lew 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 1s reasonably hkely to 
result in increased prices lor petroleum Inspection services. 

(8) This information is contractual information which, if made public, ·would 1mpair the 
efforts of [FPL) to contract for goods or services on favorable terms: SeCilon 
366.093 (3) (d), F.S. The Information delineates the price FPL has paid ror No. 
2 fuel oil per barrel for specifiC shipments from specific suppliers. No. 2 fuel o11 1s 
purchased through a bidding prooess. At the request of the No. 2 fuel 011 
suppliers, FPL has agreed to not publicly disclose any supplier's bid. This non· 
disclosure agreem.mt 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. 

3 
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Date of Dec&assfficatlon: 

FORM UNECSl COLUMN ~ 

423·1 (a) 1 . 2 H - N 03115196 

423· 1 (a) 3. 24 H- N 05/31/95 

423· 1 (a) 1 • 24 p 03/3 1/99 

42::' 1 (a) 1 • 24 Q 06130196 

423·1 (a) N/A H, I, K, L, N. A 05/31195 

Rationale· 

FPL requests that the confidential information identified above not be disclosed unblthe 
1den11hed date of declassification. The date of declasslficatlon Is determined by add~ng 
6 months to the last day of tre conttact period under which the goods or services 
identllied on Form 423·1(a) or 423· 1(b) were purchased. 

Disclosure of pricing Information during the contract period or prior to the negot1at1on ol 
a new contract is reasonably likely to Impair EPL's ability to negotiate future contracts as 
described above. 

FPL tyo1cally renegotiates its No. 6 fuel oil contracts and fuel related serv1ces contracts 
pnor to the end of such contracts. However, on occa.sion some contracts are not 
renegotiated, until alter the end of the current contract period. In those 1nstances. the 
contracts are typically renegotiated within six months. Consequently, it is necessary to 
mainta~n 1he confidentiality of the Information Identified as confidential on FPL's Form 
423· 1 (a) or 423·1 (b) for six months after the end of the individual contract penod the 
information relates to. 

With respect lo No. 6 fuel oil price Information on the Form 423·11a) or 423·1 (b) for oil 
that was not purchased pursuant to an already existing contract, and the terms of the 
agreement under which It Is purchased are fulfilled upon delivery, EPL requests the pnce 
information identified as confidential be kept confidential for a penod of six months alter 
the delivery. Six months is the minimum amount of lime necessary for conf1dent1ahty of 
these types of purchases to allow EPL to utilize Its market presence in gain1ng puce 
concessions duung seasonal fluctuations In the domand for No. 6 fuel oil D•sclost.• 1:1 of 
th1s Information any sooner lhan six months aftpr completion of lhe transaction 1s 
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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). for 
which confidential dassiflcallon Is sought, should remain confidential for the time period 
the contract is in effect, plus six months. Dlsdosure of pricing information during the 
contract period or prior to the negotiation of a new eontrad is reasonably likely to imprur 
FPL's ability to negotiate future contracts as described above. 

FPL typically negotiates Its No. 2 fuel oll contracts prior to the end of such contracts. 
How,ever, 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. ConsequenUy, it Is necessary to maintain the confidentiality of the information 
identified as confidential on FPL's Form 423-1(a) or 423-1(b) for six months after the end 
of th+ Individual contract period the Information relates to. 

5 



.. ATTACHa.tBNT 0 

llfOII THI 

nQIJl)A PUBLIC SUVICI COMMISSION 

) 
DISTRICT OF COLUMIIA ) q 

) 

AffiDAVIT 
Dec~·· ..... 110001-11 

S.fore mt. tht llndtnlaoed lllthorlty, Pamela J. Cameron apputtd, who 
beina d11ly sworn by mt, said 1114 tutillect 

I. INTRODUCTION 

My llllM is hmela J. Cameroa; IDY buaU... addreu is 1100 M !:trcet. 
N.W .• S11itt 600 South, Wul\ioatoe, D.C. 200M. l aa employed by the Nat ional 
Economic Rutatcb Auoc:iata, I.e. (NE~) • a Stalor ADilyst. I rtctived my 8 S. 
in Buslntu Admloittratioo froiD Ttua Teell Ual.,.nlty iJI 1973, my M.A. an 
Economica from the Ucliven ity ot OklalloiD& ia 1916 eod my 1'11.0 . in Economics 
from the UoiYtnity ot OklallotM ia 19tS. My ID&jor nelda o( 11114)' have bun 
lodwtrlal Orpolzatioo, PvbUc ~ u4 !co110-ulca. 

Since 1912, l lla¥1 beta tlllf&cy.d by ecoeoc~~lc u4 reaulatory co1Uultin1 
f ir111.1 providiDI Mrtlc:.l relldaa 110 utility rea•"rioe. l Jlaye directed numero111 
projecu indudlq awbc ual)'lil. .. ICq1liaWoe &Dd c.oc~tnct oeaotiatioo, and 

I haYe btu uked by Florida Power u4 Llabc Compuy (FPL) to evaluate 
the market in whicb FPL bvya fuel oU ud 110 dellnlliM wllal Impact, if any. public 
disclosure or certall fuel tniiJICUoa daa II llklly 110 !lave oo FPL and its 
ratcpayen. Specifically, the dill l wW lddttll Ia the detailed price information 
reported oo Florida Public Sertice Comllliuloa Fora 4231. 
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·2· 

The impact ol publlc dildoelll'l o( prko iAtormatioa dtpeadJ oa the 

uructurtl or the awktts lovolvecS. lA 1M rollowlna sectlou I dUe:~ the economic 

framework for evaluatilla the ttniCUln ot awktts, the rolt or disclosure •o 

oliaopolislic marketa aAd review the clteuautaacel ot FPL't fuel .,il purchLSC1 usina 

lhi.J fram-ework. The OD&l sectioa tlliiUII.U'-t •Y CODCiuaiou. 

II. THE ECONOMIC THEORY Or MARIITI 

Economic theory prldicU that 1M behavior o( iodlvidual fi rms and !he 

consequent market performance wllJ bt dttenaiMd lllaely by 1he muc1ur<~ or 1he 

relevant muktt. Tilt lll\l(lurt ot lllllktts ,...,. frota hiahly competit ive to v:u ual 

monopoly dcpendina upoo sucll racton u till aumbtr aod slu or flrnu in the 

market, the heteroaen.ity or product~ aacl clbtribudott clwlntb, lht cue wi1h 

which rarau en enter and luvt the awUt. aacl till dt&rM to which firms and 
consumera poueu inrormatioo about the prlca and products. 

Usina these rout bulc criteria or chatlctarittlcs, tcooomisu di11inauish 

competitive, oliaopollstlc and mo11090llltlc awhts. For t.umplt, a compet itive 
market is characttriud by the roUowlaa: (I) n,_ produce a bomoatotota product; 

(2 ) there ttl nw~y biiYtft ud atUen 10 tJtal IIIII ot pweU.. of atcll art ;mall 

io rclatioe to the total awlt.tt; ()) tatry iato Of talt from the matktt is oot 
construoed by tcoDOcaic Of lqal blnitra; ud (4) nr. aacl coaaumtn have aood 

infonn"tioa rtprdiDI alttrutivt products tad the prlcet at whlcb they arc 
available. UDder theM c:lrcumnucea llldlvldll&l blayen tad Mlltn have only an 

imperceptib le IIIOueou oa the nwktt pricll or tilt ~ ol othen In the market. 
Each buyer and stlltr aca illdtpelldtady tl~ thott actlo111 will not affec t !he 

market OUtCOIIM. 

An ollaopolisde loduauy II 001 In whlcll the DWDbtr o.f Mlltrs is small 

enouah for tht activi ties o.( Mlltra to afrtc:t tacll other. C11a.ot• in the output or 
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the price of ooe firm will atrtc1 the UIOI&AD wlllc~ othef selltn cu sell .and tnt 

pricet that they cu chalae. OllaOC)Ollstic lDdt.~~crlee eay tAU eitMr diUe"ntiated 

o r homoaeoeous produces lDd .,. usually cbanctuiled by lllala barr ian to eotry. 

IBt<allM of the interdtr;Mndc~ of supplien, tile llltiDt CO which they are informed 

with resr;Met to tile Ktiou ol olller PVt1ea Ia tile aatbt wUI aUld their behavior 

; nd the perforiiWICI of the m.arket. 

A mooopolistic markle Ia ooe ID wlllcll 1 slaaJe seller cootrob both the 

price aod output o.f 1 product for ""hicll tiM,. .,. DO cloM substltuta. There ue 

a llo sia.Uacaot burien to prevue otMn from eattriq the markiL In thos 

iJDJtaoce, the seller knows 1M dtaill ol acll traiiSICtioa and there Is no clear 

advantaae to tiM buyer io kttpioa thae delllll coencStatlaL 

11 b clear evn froa 11111 brief d*-ioe that 1 determination of the 

likely effect of 1M disclosure of 1M IIIW lad coodlllou of ti'IIISICtlo ru depends 

on the tyr;M of marlttt iovoiV.S. lo dtcermiaiq IM structure of FPL's f uel 011 

market, I have reviewed tile sellen aa4 buyen optntlot in thaa markeu. the 

horuoaeoeiry of the product, 1M facton IOYffllial tatry or u.it f rom the markeu 

and the role of ioformatloe. T1le rtvie;w !Mica• dial 1M fuel oU market ill which 

utllit itt iA tile Sout!IHd i>utdlue nappU. Ia ol!aa11au.dc. Th.al II, the actioos or 

one rl rm wW alfec:t 1M pdclaa ud Outplat dlcilloea of oiMt sellen. The 

interdtr;Mode- amooa fuel oil supp!Jen Ia COIIJ)O'IacSed by 1M praeDCt io the 

marktt of 1 few very larp purchiMn, auc:la u PPL.. The followlna sectlocu 

desc ribe lht dttailt of 11 clabofltloa ot tile COAMQ~ cf tnnsactlon dis.l:loturc 

in this tYCM of marktt, my market eVIIhaatlotl 1DC1my c:ooel•lo ... 
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111. EFRCf Of DI.SCLOSUU IN OLICOPOUS11C MAIXITS 

A brief review ot tM role d&lt MCteer plaY' i.e oliaopoly thtory is 

helpful Ia uodtntudina tM pricloa polidee of oliaooolilll aad llle 'rtdicttd impact 

oo fuel costs. 

AD oliaopoliltic mukat slniCtVI il charlcttril.ed br c.ompct itloo or 

rivalry amooa tbe few, but llle DIUIIW ot nr.. Ia a Gllllttt dolt 1\0t dete rmine 

collclwively how llle market ruoctlou. fa tM cue ol ollaopoly, a n~mber of 

outcoma are pouible dtpcadiaa ugoa die dqrM to wllicll the firms act either u 

rivals or u ~raton. Sellen have a coer?. ""' lottreu ill kupina pricu 

hlah. but have a eo11nict or illltrtat willl mpect to II!Vkat a11ate. 

Tile manaaemeat or oUaOS>Oilltlo nr.. n~aa•._ that, a ivea their muruat 

illterdepcodeoce, profill w111 be "'•* ..... coooendve pollcia .,. punued than 
whtll each finD ICII only ill ill OWII Durow ...,_Ia..,._ 11 firau art offered the 

opportunity to colludt, otlaOS>Oiiltlc matkacl will met to exlllblt a ttlldency toward 

the muimizatioll of collective protill (tile priciq behavi« usoeiated with 

monopoly). However, coordlllatloa ot pridq policMI to madmize joiot profiu " 

not usy, upecially where COlt ud Mlbt .ur. din'ereaea IH4 to connictina 

price ted output pttrtre~ 11110111 "'-. Olor4laatloa il coDJiderabty tm 

difraeult wba oHaOSIOlilll cu coeauW.. opnlf l8d rreetJ. Bvt the sntltrwt 

tawt, wblc:la are coiiCUiled wltla IOlbltlat ••autr pridaa, raaka overt cooperation 

uotawful. lllerl are, howavw, aubdl WIY' ol CODfdiMdaa ~icina ~itiolll which 

are bolll tepl aDd poceor.lally etrecdve it dltcloUM cu be .alatal.oed. 

Ooe llltllll or coordlut laa belllvlof wi&M4ac naaalaa alowl or the taw II 

price ludenltip. Price leldtnlllp cu I'IUillf be vle....cl u a public siallll by 

fi rms or the chanau ill their q!Mittd price~. II IICII f1ra kDOWI that iu price cuu 

will be quickly matched by 111 rivals, It wW have II!K!l 1M I~Ktntln to make chcm. 
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By tilt u~M loalc, e.cll supplier kllowt dlaa ill riu cu sustaje a hiaher price 

Quote ooly it othtr ruma follow wlt.ll aaatclliq pric& 

Focal poiot pri<:ioa is uother tlltllple of oliaoooliltlc prlcina that allows 

c:oordioatioo without violatlfta the utluat lawt. Hett. Mllen teod to adhere to 

accepted focal poiotl or watta tucll • a pubiJcly potltd price. By uuina iu 

price II SOIIM focal poiot, I 0nD taeilly taeostqee rlvab 10 follow suit without 

• nderc:uulna. The po~ltd price publilhecl (or varloua anda or futl oil by recion 

would Hrve u a focal poiot for that .,.._ OtMt typtt or focal poinu occlude 

manufac:uut auoc:latiooa' publiiMd list prlcea or aowrollltot•Mt c:tilina prica. By 

adhtrioa tO these aeetplld llrllll, COI)fdl utiol Ia ractlltac.d aa4 pri« warfare is 

d iscouraaed. 

While oliaopotbtl !law ioc:aotl.,. 10 ~ntt io malotain ina prices 

above the competitive level, thtrt .,. abo 4lvlalw (orca. Thtrt art several 

conditio» whic:h limit the likelihood 1114 tfftcdvenea of coordloation, all of wh ich 

are related to the abiUty of a linate nna 10 otrer pelce C:OIIc:ftliooa without rear of 

rccaliatioo. They iochadc ( I) a slplfkuc o .. btr of aelltn; (l) htttroaene·ity of 

produc:u; (l) hlp ovarhtld COd cogpled wi~ ..Svtnl buslaea c:ooditions; (4 ) 

lu mpineu and iofreq~~o~ocy ie the pwc:llall of procl.acw; uc1 (S) MCrtCY aocl reral ia• 

tion laa.s. 

A. n. NaeMr ••• SIM tf n,. 
The stnac:tunl dlJDtoaioe wi~ the 11011 ob•~ iofi~~o~oce oa coord inatton 

is the number aod tiD diltrlbutlot ol 01'11111 Ia tiM lllllklt. TM arttttr the number 

or se llers 1D a market, everytllilll tiM the ...-., tile eon 41ttlc:\alt It is 10 ma intain 

a noncompetitive or above·c:ott prA AI the taiDbet of nrma iocrt- and the 

ma rket share or taell dtc:llna, nnftl .,. UlcftulllaiJ apt to ianore the e((t<:t o( 

their prlclna and output dte islo111 oe the aedou ol othtt OrtnJ. to adcS ilioa, u •"• 
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number of r111111 itlcreuel. tiM problbillty lee.- Uw at laitt 001 firm will have 

lower thlll avena• C41ta alld u eQIU&lve pdclaa polky. Therefore, u oliaopoliu 

in an industry o( I' Clr1111 ia IIIOrt likely to o«tt MCttt dbcounta and lw likely 10 

be d iscovered th&ll Ul ollaopoliat ill .. illduauy o( Otll)' dire~ nrms. 

B. Proclwc-1 Htlttu•••Ut 

If producta wert trllly bo11101toeo. or perfect substitutes in rhe 

consumer's mind , priu would ~ the ool)' variable widl ""llkll firau could compere 

This redueca the tuk or coordinatlaa. ror n.... mUI& eooaidtr only 1111 price 

d imeoaioo. Wbco prod~~eta an diCftttatiaa.d. tiM lltllll ol ri~lry ~ome 

mullidlmeosional ud cooalderebly more eomplea. 

C. O•tthta4 CMII 

The ability of oliaopolbiS to coordlDate Ill at'ftcttd In 1 var iety of ways 

by cost conditiooa. O.oerally, the • areater the dlffertocca ill cost structures 

between firms, the more trouble tiM Clr• wUI have malnll inlaa a common price 

policy. Thtre is also evidtoc. that indll&Uiel char..:teTiltd by hiab overhead cosu 

u e particularly suac:eptible to prkioa ~ brtakdowu wheo 1 decline in 

demand rorcu the iochaatry to Ol)trtte ~- ~lty. The industry c llarac teriu d 

by hiah fiatd cotta aurrm 11101"1 wllea dteud Ia diPf"NCS btcaUM or urooa 

induceroeotl toward Pfb·eunilla ud • lo...., nocw (f'IWtlaal cost) to price 

decrcasa. (Prka-eutt!Aa wi.U ~ ellecked at lll&Mr price~ whea COII'Iinll costs 1re 

hiah and n ud eoaa .,. rtlath•ely low.) 

D. L•melem ••• lefrseeteS'! ef Ot'ep 

Profi table taell coUu loa it ~ likely whea ordln ue unall, f rcquenl 

and reaular, since dttecdoo 111d recaliado• .,. ... ~er uodlr theM ci rcumstances. 

Any decision to undercut 1 prkt oo wlllcll llldlltlt)' mero~rt have tac:hly •arud 

requires a balancina or probab.. piu aplalt tile likely coau. The aaln r·om 
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cuttina tl\e price dcriv.. froa the iacniMCI probtbWty ol MCViq a ptotital!!t 

order and laraer share of the IDilktl. 

probability or rival reactioas drlvina dowa the leYel ol futwt J)flctl uct. lbertfore. 

( uturt proriu . The probable IIW wiU obviol&llJ bl latpr wiMa the order at slake 

is lara•. Abo, thl 111\0UDt or ioformalloa • nna coaveys abo\lt Ita prlcina ltrlltiY 

to other rirmJ in the llll.lket incr- witll Ill. a .. bar ol ti'IA&ICUoiiJ or price 

q,uotes. Clea.rly, the lua frequently orden ate placed, the 1.. ll.kely detection 

would be. 

E. St<r-•cx ••• ''''"'"'' Leg 

The lonaer the advene coasequeacea ol rl¥11 ratallalloa "" be delayed, 

lbe more uuactive uodc~uttiDI the ac:cepgcl priet llnletlltl btcoma. One mea111 

or foreuallina retalialloa is to a.nat MCrtt J)fice c:uta.. 1r price b above maralnal 

cost and if price coocusio111 cu reuonably be upectld 10 ra&&ia MCTet. oliaopo­

liscs have the incentive to enpae ia MCTtt price sUdlaa. 

Fear Of relaliatloa b DOt timiltd j ust to (tat o( IBIICMd price cuu by 

othtr se l'ers ia the IDilUL A dixlotun ol secrac price coac:aalo. to OM buyer 

may lead other buyen to dcmaa4 equal llfttiDHL The rtNit would be aa erosioo 

or indusuy profia u tha price dcllaa 10 "CQM' adrlll ocMr b11yen or a with­

dra...t of price coacealoal Ia pMral 

Tile oumber ud sba dlstribullotl ol b\lyen Ia the awket ia a siaaincaGt 

(actor whera far ol ratallallotl ia aa iiDporUa! 8llta ......._ WMra OM or a 

few lar•t buyers rtpr ... llt I larae l)ti'Ctlt of lM market. lM lraAUDI of SKrtl 

price concessioN to t11GM buyen by a Miler II llkaiJ to lalpoae tlpil'kut cosu 

( that is, result ia slaairiCUt loa oC s:ala) ror the ra.alalaa Nlkn. Since dis­

closure of secret price coacaalo111 Ia chll c:ua II 110ft likely to prompc immediace 

reaccion than would koowl~a• of pr~ coaca&ioM 10 smaller, INipiriCUt firms, 
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it followw tl\at ntlltr t1laa ri&t u unPf'O(Itable prlct btnlt rir1111 may ceue 

orrerioa eoaccuiou. 

It iJ not In the loll• naa l.allre~t ol the film coosidetioa proce 

cooctssiou 10 ioi tlaw prlct Cllll wllic:ll woUt lad to lower raarku pricu aencnlly 

or ruinow prkt wan. II kaoll'ledte ol pm eooc,rssiou lesdl other u llcn to 

reduce price l.eC'OtdlaaJy, die pdet•cll~ nrm will 1oM the market share 

advantaae it could have aa loed IJ>roup IICTfl price sbadioa. lndwtry profits w oll 

be lower due to the lower prkl le¥111. Thttt(ore, aJvn that any price conccuioru 

will be diKiottd , 11M l'IIOit prontable stnlqy Ia 1110n likely to be .o refrain (rom 

offerina pric:e coousalou. Elillllnatloa 091)01tWIItite for secret action (by d isctosona 

price, for uamplt) would arady reduce t.be laentlve 10 oliaopoliJts to offer price 

conceuiou. 

IV. MARKET EVALUATION 

After reviewina the theoretical ctittrla wed by cconoiZiiJll to evaluate 

market struc:ture witll FPL peno~.~~el kaowledltlblt io the area or foss•l - f uel 

procurement, I requat.ld ud ._ provldecl wltll -•tial CD11ktt data occeuary to 

analyu tbe IZIIIItiC it w~ fJ'I. PIIIC..._ No. 6 fuel oil (raid). Tllue dm . 

'toaether with odler pubUalled IAfOfealioe. wert IIMCS 10 d.ettfllliDe the 11rocture of 

the cnuktt. 

A. Mar••• Stgs"" 

The product uciu eoftlickntioa II tllld ud ill primary purc:hucn are 

ut ilillea. FPL Ia locettd Ia the SovliMaat ud, btcaiiSI of its aeoaraph ic:al location. 

purc:hua resid primarily from ttftDttitl Ia t.be Otail Coat &ttl or the Car ibbean. 

Transportation c:0111 limit tbe 11111ktt co lh"' &I'MII, althouah It may be poss ible to 

pic:k up disucutd c:uaoes f rom otbet locatloea 01 the q,oc market. Othu major 

purchuen of retid from the Oull Cout and Culbbtlll are utilltita ia rhe 
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Northust. DIM to 1M addltloul ltiASJ)OtUtioa COlli. llo~r. utilitia Ia tht 

Southcul would be UAUbty to parchue mid (rota DOfdlaatana refiJMria. The 

Northcut doa oot have adequall refiotry capecity to 11111t tl\1 dei!Wid io that area 

and iJ, therefore, I Oil importer or ruld rroca 1M 011!1 Cout lad forcian supplicn. 

Therefore , the Northeut atld Southast are wpen•, bile relattd. awlteta. 

FPL purc:huea raid ill very larp quutltlee. 11111&11y lA bara• or sh ip lou 

( 1 .JO,OOO co 200,000 bamb or more). 111 1916, FPL pvrctwed 2$,460,637 barrels of 

low-sulfur raid, the majority or whic:lll (61 perceat) ..,.. uadu medillm·tcrm (ont· 

tO two-year) c:onlrKU. Tilt reosallldtr Wll purchllld oa the spot market. There 

Ill very rew buyen or raid Ill tM tiW'bt wllo .,.,u.. quutitla approachina the 

levels consumed by FPL. Table I lllows 1M ralativt s!Je or purchua for the 
major c:onsumlna utiliti.. ill the Sou~ aoct 1M NontMatt. 0( the 10 utilities 

who had purchuea or more thaa $00,000 benela per IDOIItlll for the July throuah 

September 1915 period, FPL b clearly tilt llo... 11101t imponut buyer in ttrms of 

siz.e . Only one of the othtr utlliU.. Ia located ia 1M So11dlellt. 

The entry requi.raiiMIIII (Ot Mllert Ia dlil lllllllet are subftantial. Sellen 

mwt be capable or tDMtiq all ol tile ·~· ~ iocllldina quantity and 
quality (for uam.plt, mu1m .. slllrw, 1111 ucl "* COIIMat). Sul)91ltn must t ither 

rerioe or aatl'ier ud bltocS car1011 rroe rei!Mt._ to Mlkttlllle apecilic:atlons. 

Tilt ~ltal req•""-.• ..aclalled wl~ ~ Ot bllylna a refinery art 
certainly sut.taDtlal.. Aootber viable CJC)IIM (Ot ellr)' lato thll market wuuld be u 

a reitlltr, blu<S.r or tnelef', AU ol ~Met pe.rtlclpatioe ltwla would r~uire a 
rinanc:ial poshloo io tM oU to be IOicL At IIlli levtl. the tntratu would auhcr 

c:araoa from relinett ot other ~ aad bind (il requir.cl) to marketable 

speciflc:ltions. The prlnwy racWtlee reqcalmMal wo.tld be ftOrlll Wlb to hold Oil 
ror resale or to blend c:araoes. Auumllla tl\e tatraoc hutlldl to sell to utilities . 
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cht miaimuaa purehue quutlty would be approal•taly 100,000 10 110,000 barrels. 

This woul4 repra,.t ON bat.. lot ll ia poaibll 10 ltue liAU with aaicasort for 

blendiaa . The meet Ouible ~~~ woUd be 10 '- a 2$0,000 barrel c.aak. This 

"'ould aeeommodate two bust lotdl e11 OM llltdlua c:apeclty vUMI. Tht cost ror 

250,000 barrels or lcu.d SIOrllt wollld ht approliaaataly SO.OJ per barrel per day or 

$0.30 per barrel per CDOatll. Total llllk eoet (wuaai•a fuU uc lliution) .. ould be 

a pprolimately S7S,OOO per IDODth. 

Tht prospective ra.lltr woll.id abo Mtd 10 llaY~ opea linn or crcd ic co 

rioaoct oil purclwel uatll paymtat wu r.c:tlvtd lroa tilt cUS101Dtr. Auumina the 

e ol raat ioctndtd 10 movt a llliAialua ol I ,000,000 tlentla per monch, ic would be 
necessary to f itaoca appro.dmately SU,OOO,OOO lot lS 10 40 da)'t. 

Alchoup cht c:urrtat berrien -. tDtr)' laiD thla 12111ktt u a refiner or 

rcselltr are sul>Jt:llltial, tllty woul4 bt nn IIJpet tleeCIC that tilt dtprtsud m tc 

o f che oil industry hu c:rtatld IIIIPhll ranetry c:apeclty aD4 lnc:reutd che storocc 
taak capacity available for laue. n. cott ol tJ.t fiCIIItlel will incru.st u tile 

oi l iodustry Improves aD4 tile c:urraat •'"111• aYillabUlty dlaaiaishes. Thus. it is 
reasonable to aacic:ipata that funan tltl'y c:oeditloM will bt mo.rt, rather thaa leu. 

restrietivt . 

A at• coaapuy could allo "*' tile IIWUt u a brolttr ~tlllna small 
carao Iota co utlUU... IJI ala Clll, tile broUr woUI 110C lilY~ to takt a fiaaocial 

positloD wltll tht produet &Ad wovld ~ u a aald4leau becw.a rtrintn aod/ or 
rc sell en aad c:ustotlltll. The primary buriet 10 Utr)' at this level would bt the 

aetd 10 havt tstabllshtd C:ODtactl wltll rt11atra, tndtrt aDCS poteatial cw comers 
nornally ac:tivt la tht market. Howtvu, thla may DOt bt 1 Y~ry viable approach if 
all enterina compeay u pects co roakt utility aaltL For tuaaple, FPL hu informed 
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me that they art haltut to deal wltJI a brow wllo cSoea DOt K twly bold titl~ to 

the oil be ioa told u this would be couid4ttd a llip-rlak IOUICII. 

Table 2 prtKAts 1 lilt Ott cwrudy active rmu capable or supplyina 

resid 10 thl SOIIthtUitfll utility awket 01 I COStiiCt baaia. Tllb liJt ICPrt1e DIJ 

the firiDJ prtseotly capable o( supply.lq tJia lOUth IHIIrl utility market Some of 

thew firmt abo supply raid 10 the IIIIIUt Ia die lllonhalt. The list or poetntial 

CODU ICt suppU.rs 10 FPL b SOIIMWUl shonu. Few tUJ1191t, btt:allH of tht low­
sulfur requiremeot, Laaovto s.A. il DOt 1 sw-t r~ to fl't., but could snoply 

o ther arta utilitia with ltra raulcclve aullw specltkatlou. Laaoveo rerines 

Yt!i•tuelao crude oil whkh has a lliall-suJiw coetnL Otlltn, such u Stranot Uil 
and Gu CompaAy aDd Torco OU Compuy, seU priaafily to U.S. Gull Cout 

resallers, but could supply utlllrt. that uve IJialr owa ltiJIIportsdoo and buy io 
s ufficiently lara• qnotitla. lo ha lut• r~Q'!Iec rcw bide 10 supply requirtments fo r 

1917 and/ or 1911, FPL r'"lved 12 pi'OS)OIIJI. UII4Mr circumstance~ where only 12 to 
20 firms coropate for salts io a awbt docllalld by 1 few Jars• purchuers. u ch 
f'i rm will be cooc.rtlld witll the actJoaa M poMadal rtiCtioal o( its rlveb. The 

lou of a lata• sale, sucll u u FPI. coet:ICl. woWd lllldHblldly have a sian ifica nt 

effe<:t oo 1M awktt sbatl d tJaac Ora. 

Some nfloera or .... u.rs. UlcMtP t10t ordiaarily capable ot or wil.llna to 
commh the ~ we "Y 110 ..- atWty tpeell1t:adoel Ia onkr to compete in 
the contract muuc fOf Jow-aullu raid. may be poMallal spoe marlttl supplie rs. 

Table ) lists firms Ia tltia a&qory. 11le aaabtr ol firms Ia thu ateaory is abo 

small enoua h that they muat be ,..,.. ol aad coeddat die pr~ orrertd by the 

others ic their dtcisionmakina procea. 

The primary chatiiCUfbdc wllkll disrultulallll olltoPOiistk markt iJ iJ the 
interdepctdtnCe of the sellers lo the muktt. Clfttly, Ia view O( the relatively 
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sm:all number ol stlltrt, lhl rattlctlou oa tatry u4 t.he tlllall aumber of lara• 
buyers, che bidl &4d priea ortered by ODI fuel oU IQPC>IItf wiU lla¥1 u e((ecc oo 
che prieina policy and clll quacuity sold by die rellllllll•l stU.n. A firm wishina co 
sell m id co FPL io thia muket cauot IIIIOtl t.he aetlou or prieioa deeislooa of 
ocher fir!DS aod reuo11ably upKt to 1)«10t Ia tLe Ioiii wa. 

8 . Efful of Dbclmf1 

lo S.Ccloa Ill, che roll of diaelonte u4 1M faeton condueive co prace­
euuina i4 oliaopollnlc IDdwtrles wu 4iae I ii. l\e aul)'lit lodlcata chac che 
fac:con whlc:h facilitate stertt dllc:oe~atiat art allo preMot ia clwl soucheuctrn 
marker for retid. As discuued, tlltre att curreody 12 to 20 firiDI capablt of 
supplyina ruid io thb market. R~ttlltrt or broken wiU hav• differeoc cOte 
scruetures thaa refi11en. The oil lDdutry Ia typically clualrtld u e hiah overhead 
cosc induslfy. Concncu for ruid att larp ud lafreq1111L n. problble net aains 
from d iseounclna are areatu where or-Mn art lltp u4 l11frequenL In che absence 
of public: disclos11r1, price eoac:•lou could reuolltbly be upectld to remain secrec 
for l t leut ODI to twO yean uDder a loll•..,. coetrKt. ADd fiJIIJJy, che upccced 
aains to uoder<:11UlDI t.he iDdWtrY prioe to a latp bvyer auell u Fl'L would bt 
l<ara• if secrec:y could be unllled. AU ot theM market cJ\arlcttrbtla which are 
prueot io IJie sou!Mutt,. rasid matUt Itt c:oldtael\'1 10 IN JrlllllDI of price 
coocessiou. A UllliU.a (IC10r, bo'""'• •1 be dildon,. or the tack of stcrtcy 
sioee price c:o~iou 10 a till&ltllt larp bvJW s..U u Fl'L could mean a 
sianirieaot loa ol sala ror 1M remalllq •llera. 

The aaal)'lit ol the fuel awat Ia wlllcll FPL c:ompeta IDd ieates chac 
sellers have a strona lneaatlve to arut prk:o coac:aalou, but are molt likely co 
arant chem ooly if secrecy eao be tu~~crld. 

nera-



V. CONCLUSION 

n.oty Pfedlcu Wl 10 the taint flail :uppliel alld Mrvica are 
purchued lA olla0901bdc eatbll. pvb&Jo cUeclu•• ot detailed pricine informa1 ioo 
will ara•lly Umlt opportuaitiel tOt teetee prlel coece•'oa. Thla lh.tory ia eveo 
suonaer wllta appUtd 10 • 1atat krer Ia relldM 10 1M 1111 o( tilt market. My 
analyail or tilt ICt1IIJ 11111ktt ID4Jcatte tMI FPL Ia I .. ry larae buyer purchuina 
fuel 011 io •• olla09Qibtlc ~na~ktt where ia~edtiiCie II a key cllaracleriulc:. 11 
followa that the ul*t*S COU~q~Moct 0Jt .,..., dltcloftre ot the d4talb of fuel 
IIIIIWtlooa b ftwtf pdU cot~eet~iolll. PriCil COO: 111M ia futl c:onlracU resull 
io lower ove1111 eteculcity COil 10 llltperetl- COUIQ•atly, public d iscloture it 
likely 10 bt d4ttlmeatal to FPL aact ltl rattpayen. 

SWOt'l before ., ~ 'f~ daJ ot Matft, 1911 Ia the Di11tlc:t of Columbia. 

NOTARY PUILIC 

My ec1mmiuioa upU. bpf Jd. /'l ~1 , I 

nerao 



NOinfiASTIII'f Al'fD SOUTHIASTII!'f 
UTtLITIIS CONSUMING APPIOXJMATILY 

500,000 aAUILS PLUS PITJOLIUM Pll MONTH 

J•lr •• ,..,, s., ... .., l"S 

Number of 
Dtllvery Barrell - UsjJjty/ Mgnrb PQinp Sg• Pvrshutd 

(I ) (2) ()) 

Florida Power aod Liabt 
Compaoy 

Ju1y I F1oricla 1,tl0,000 Au& \lSI 9 F1oricla 1,011,000 September 9 Jl1orida I.Z~.ooo 
s,)Ol,OOO 

Canal Electric Company 
July M•w-ll...ct~ 161,000 
Auau.u MwKJI..ua 1 a~s.ooo 

1,96),000 

C~ntral Hudson Gu and 
Electric Compeny 

July :z Ntw York t02,000 
Auauu l New Yortl I,Oil,OOO 
September 2 New Yortl 21Z ooo 

l ,$06,000 

CommoDwnltb E4iloa ~y 
J\lly I S47,700 

Conoecticut Li&Jit &.114 row. 
Compaoy 

AUIUJI ) COUKUc1!t 696,000 

Co n.solidattd Edltoo Coaapay of 
New York 

July 9 New Y«k I,UO,OOO 
Auawt 9 NtwYcn 141,000 
.September I Ntw York 1 gzs.ooo 

3,10,000 

nerB' 

TAIU l 
Paae I of 1 

AVfl'11t 
S\llrur 

Cgntcnr 
(Percen t) 

(4 ) 

O.ll~ 
o.a• 
0.11 

2.0) 
2.09 

I.J2 
I.JI 
1.2) 

0.61 

0 .99 

0 .29 
0.29 
0 .26 



NOITIDASTIIIif AlifD SOUTHIASTJIIIf 
UTILm U COiifSUMJNO .UPIOXIMATUY 

500,000 IAUILS PLUS 1'11'1lOLZUM Pll MOiifTH 

J• lr tll1011111 s.,c.aw IHS 

Numbtr or 
Delivery Barrels 

I.Uili&xl.Mi2Dib EAiaa Sllll btsbllld 
( I) (2) (3) 

Florida Power Corpontioa 
July 7 F1oflda 730,$00 
September 7 Florida A~l,900 

1,374,400 

Lona bland Liaht ioa Compuy 
July 4 Ntw YoriE 1,499,000 
Auau.st 4 Nn YoriE 1,636,000 
September f New YoriE 12z.ooo 

4,007,000 

New Enaland Power Compuy 
July 2 ~-ttl 591 ,000 
Sept.embtr 2 MuuciiiiMtll ~J.OOO 

1,234,000 

Peo11.sylvania Power IUid Lipa 
Company 

July 6 ,....,..... 
506,000 

Auau.st 6 "~ 1,393,000 
September 6 ,....,....... 6!12000 

2,$06,000 

TOTAL 23,976,100 

IAILI I 
Paae Z of Z 

Avcraae 
Sulfur 

CaaiiD& 
(Percent) 

(4) 

I.W4 
1.14 

2.20 
2.20 
2.30 

uo 
2.04 

0.91 
0.19 
0.19 

Source: U.S. Dtpartmeat ol Ellar1y, Et~eraY lal~doll Admioutntioll., Electric 
Power OUartcr!x. Table 14, Third Quatw 1915. 

nera-
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POTINTJAL SOUTHI.AST IUID SVPPLIIJtS 
LONC· IIRM CONTa.ACTS 

Loq-Tera 
TIUIPCM1Itioa 

~''li~l ~IIIRIDX B1Clm (0...1..-al 
( I) (2) 

Amcuda Htu CorporatiQa Ya Y• Amoco Oil Compuy Ya Y• Apex Oil Compaoy No Y• B. P. Nonh America No Y• Bekher Oil Cocnpaoy No Y• Challeoaer Petroltuaa (USA), lr.c. No No Chevroo lottraational Oil Cocnpaay No Y• Clareodoo Marketlna, IDe. No No Easttra Stabolrd httoltuaa Coaapaay No No Global Peuoltwa Corporatioll No No Hill Petroleum Compuy Y• No Koch FutiJ, toe. Y• No Laaoveo S.A. Ya Y• New Enaland Pttroltua Compaay No No Petrobru (Bruil) Y• Y• Phibro OiJtributon Corporatloa No No ~llop Pecroleucn Compaoy No Y• SeraH~~t Oilaod Gu Compaay, lDc. No No StiDMS lottroil, loc. No No Suo Oil Tradi.na Compaay Y• No Taubtr Oil Compaay No No Torco Oil Compaay No No 

nerao 

TABU l 

Current or 
Previous 

Swaalill g( Ell. 
(l) 

Ytt 
No 
Ya 
Ya 
Yu (current) 
No 
No 
No 
No 
No 
No 
No 
No 
Yu 
No 
No 
Yu (current) 
Ya 
Yu (c:urreot) 
No 
No 
No 



TAILil 

POTII'(f!AL SOUTHIAST IISID SUI'PLIIIS 
SPOf MAIIIT 

Aetjvt Cgmpany 

Amerada Heu COfl)Or1tloe 
Amo :o Oil Co111puy 
Ape.J. Oil Compuy 
B.P. North Amtrlc:a 
Belcher Oil Compuy 
Challeoatr Ptttoleuca (USA), liiC. 
Chevroo lnltraat.iooal Oil Compuy, Inc. 
Clareodo o Markttlna. IDO. 
[utero Seaboard Ptlroleum Co111pae, 
Hill Pclloltulll COIDpuJ 
Koc:h Fueb, Joe:. 
Laaoveo S.A. 
New Enaland Pe1ro~u111 Com~ey 
Phlbro Dbtrlbu10ra COfPC)ftboe 
Scallop Pe1roln111 Compuy 
Scrannt Oil aDd Ciu CotDPUY. lac. 
Tauber Oil Compeoy 
Transworld Oil (USA), Joe:. 

Rtfiw 
( I) 

Y• 
Y• 
No 
No 
No 
No 
No 
No 
No 
Y• 
Y• 
Y• 
No 
No 
No 
No 
No 
v .. 

nera-

Lons·Ttrlll 
Tr1aspomtloo 
COwu gr Ltaatl 

(2) 

Ytt 
Ya 
v .. 
Ya 
Ya 
No 
v .. 
No 
No 
No 
No 
v .. 
No 
No 
Ya 
No 
No 
No 



ATTACHMENT E 

BEFORE nt£ 

FLORIDA PUBUC SERVICE COMMISSION 

STATE OF FLORIDA) at 
COUNTY OF DADE ) 

AFFIDAVIT 
Dockc;t No. 9~1-EI 

Before me. the undersigned authority, Eugene Ungar appeared, who being duly swom 

by me. said and testified: 

My name :S Eugene Ungar. my buslnns lddftst Is 9250 W. Flagler Stroot. M~1m1. Flonda 33174 

1 am employed by Aotida Power & lJO.'ll Col!1)all)' ('FPL 1 as a Forecasllng SpocialtSt In the Busmoss 

Systems Depal1ment. I received a Bachelor's Deoree In Chemical Engineeting from Cornell UfliVers.ry 111 

1972 In 1974, I received a Maste(s Degree In Business Administration from the Unlversrty ct Chlcago 

From 1974 to 1984, I was e~loyed by Mobil OU Corporation where I served as a Senior Stall 

Coordinator af'd Supervisor in 1110 Corporal8 Supply & Dlstrllutlon Department. and thO Worldwlce Refining 

and Marketing Division's Strategic Supply Planning and Controlle(s Departments In pos~lons of increasing 

responsibility. 

In January of 1985, I joined FPI. as a Senior Fuel Engineer and was responsible tor tho fuel pnce 

lorecaS11ng and fuel·related planning projects. 

In January of 1988, I was given lhe added responsibility lor being Team Leader lor FPL ·s Forecast 

Review Board Task Team. 

In Soptember ol 1988. I was named Prlnc:.IPaJ Engineer. 

In June ol 1989. I was given the added responslbi!ily lor the Regula lory Sorvlcos Group in ·the Fuel 

Resources Department. 

In July of 1991, I was named Principal Fuel Analyst. 

In October ot 1993, I was named Forecasting Specialist. 

1 have reviewed the allldavll ot Or. Pamela J . cameron. dated Matth 4, 1987. The condrtions Cited 

In Or. Cameron's alfdavd, that led to her conclusion that lht matket In which FPL buys fuel od Is 

ollgorx lisll<:, ant &lill trve tO<Iay. Tllo re"Qill lor lhlf trt •• lollow1: 

A. Table 1 attached herolo Is an updallld werslon ol Or. CarNron's Table 1 showing the relative 

size of residual fuel oU purchases lor the major consuming uUiltlos In thO SouthooGt and the 
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Page 2 

Northeast. Of the 4 utilities who h3d r&sidual fuel oil purcnasu of more than 6 milllon barrels 

In 1993, FPL Is clearly the single largest buyer, especially In the Southeast 

B. Table 2 auached hereto Is an updated version of Dr. Cameron's Table 2 (Contraa Suppliers) 

and Table 3 (Spot Marltel Suppliers). It Identifies those firms currernty capable of wpplylng 

resldual luel oil to the Southeast om utility ITI3Jt(e1 on a corAtad Of apot basis. Circumstances 

today do not r~lre a ddferernlation of supplletl between the corAtad and spot (one delivery 

contract) rnarltets. Since some of these supplera cannot always meet FPL"s sulfur 

specifications, the list of potential contract wppliefa 10 FPt.ls aomewt1at shorter. In 198G.tnere 

were 23 potential fuel oU suppliers to FPL; In 199-4, there are currently 29 potentl31 fuel oil 

suppliers. In its currern requoS1 lor bkla ~o supply a po!1Jon of FPL's fuel oil r~lromenl s under 

contract for tho 1993 through 1~5 period, FPt. received 5 proposals. Under circumstances 

where only 25 to 30 firms compete for s.ales In a mar1<e1 dominated by o low large purchasers. 

eaCh firm (supplier) wiU be concerned with lhe actions or polenllal reactions of Its rivals 

The Information shown In co~IM$ P and 0 of the • 23-1 {a) repon Includes In! ormation on the 

teiTI'linafing and transponation marltets and the fuel ol volume and qualily lnspodlon marlter tn 1987, FPL 

was onty able to find eight quallfled patties wtlh an lntert51 In bidding teiTI'linahng and transportatoon 

services. Of these, lour responded wilh transportation proposalS end six wfth lormlnollng proposals. Due 

to th!Jt small demand In Florida for both of these services. marltel entty Is difficult. Consequently. disclOsure 

ot this contract data is reasonably likely to resuft In lncfeased ptloes lor terminating and transportation 

services. 

Petroleum inspection services also have the rnar1<e1 c:haraderlstk:s ol an oligopoly Due to the 

limited number otlueltermlnal operations, there aJe correspondingly few requlfemerns tor fuel 'nspecuon 

sorvbs In FPL's last bidcfcng process lor petroleum~ se!Wles In 1991, only hve qua~IIOd bidders 

we •e round lor FPt. 's bid solictatior.s CoOHquenlly, disclosure of the contractuatlnformahon (I o., poccs. 

terms ond conditions) of the$e servl~:ea would llavo the umo ntgal lvo ollecl on Ff"'L'& abit~y to contract 

lor such services gs would the disclosure of FPL'a ptloes lor residual (No. 6) luol oil dollnoatod in Dr. 

Camcron·s alfldavft. That Is, pursuant to economic theory, disclosure of pricing Information by a buyer In 
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an otlgopo~stic marl<etls likely to result In a withdrawal of price concessions to that buyer, thor."lby imp3inng 

tho buye(s ability to negotiate concradlln 1he future. 

The adverse effect ot making lnfomlltlon of this nature avaHable to suppliers Is evldoncod by tho 

oil Industry's reaction to publication of FERC form 423. That form discloses o delivered price ot tuol od 

Because ot tho Importance of this Information to fuel suppllera, several services arosu whiCh corr.,d!'<l and 

sold t.hls lnlorm.11ion to suppliers thai 8f8 only too willing to pay. We ••pea thol a somo:ar ·conage 

Industry" would develop II the FPSC 423-1(8) Of 423·1(b) data were made pubic Tnerefor". the 

publocation of this Information will be made readily available 10 the fuel suppliers, and this v. JJ uftomately 

act as a detriment 10 FPL's ratepayers. 

Tho Information which FPL aeokato protect from cfisdosure Is contractual data that is treated by 

FPL as proprietary confidential business Information. Aocttss wllhln the company to this Information Is 

ros1rlc1od. This Information has not, to the be 51 ot my knowlodge, be on dlsclosoo etsewhoro Funhermore, 

pursuant to FPL's fuel contracts, FPL Is obligated to use aD reasonable efforts to maintain thO confodentiatny 

of tne Information ldenlilied as confidential In Attachments A and C ol FPL's Request tor Spocdl(!(! 

Confodential Classification 

ThO pncing Information appearing on FPL's Form 423-1(a) or 423· 1(b) for which contldenttal 

class~ication Is rought should remain conlldentlal for 1he lime period the contract Is In elfect, plus s"' 

monfhs Disclosure of p(ICfng Information during the contract period or prior to thO negotiation ol a new 

contract Is reasonably likely to 1.-r.,alr FPL's abiJ/Iy to negotiate future concraas as described obovo. 

FPL typically negotiates now residual (No. 6) fuel oll contracts and tuel related services con1tacts 

prior 10 thO ond or exiSiing contracts. HOWever, on occasion some contract negotlalions are no1 finalized 

unt~ alter 1he end of lhe contrac:l period of e•lstfng con~raaa. In those Instances, the new contracts are 

typically negotiated withon the next sb. monlhs Consequencly, •Is necessaty to malnta.ln the conlldentlal"Y 

ol thO Information fdontifood as confidential on FPL's Form 423·1(8) or 423·1 (b) tor six months after the end 

ol the fnuividual oontract period the Information rellltea to. 

wnro respect to residual (No. 6) tuel oU price Information on the Form 423·1(81 or 423·1(0) for oU 

that was not purchased pursuant to 1 already exlsUng contraot, and the terms ol tho agreement under 
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which such luel oil Is purchased are lulfilled upon delivery, FPL requests lhe price Information identified as 

conlldenlial In Allachments A and C of FPL's RequeSl for SpecHled Confidential Classllicatlon be kop: 

confidential lor a period of six months a11er th6 deUvery. Six months Is the mlnlmvm amount ol time 

necessary lor confidentiality of these types of purchases to allow FPL to U111lze hs mall<et presence in 

gaining price concessions during seasonal lluctuatlons In the demand for residual (No. 6) luel oil. 

Disck: sure ollhis inlormafion any sooner than six months alter co~tion of the transaction i!l reasonably 

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

In summary.~ is my opinion that the conditions ciled b) Or. Cameron In her aHidavh are still valid, 

and that the mari<ets In which FPL buys luel oU, and fuel oU related seNtces. are oligopollstic. 

In addition, this allldavit Is In support of FPL's Request for Confidential Classll1cation ol No. 2 fuel 

oil price Informati-on lound on FPL's Form 423·1 (a). The No. 2fuel on Information Identified on Allachments 

A and C In FPL ·s Request lor Confidential ClassHication Is proptletary confidential business information as 

that term Is dehned in §366.093, F .S. As such, disclosure of this contractual data would Impair FPL's ablmy 

to contract lor No. 2 fuel ou on favorable terms In the future. 

No. 2 luel oil is purchased through a bidding process. AJ the request of thO No. 2 luel oil suppliers. 

FPL has agreed to not publicly disclose any supplier's bid. This noiHllsclosure agreement protecls bolh 

FPL's ralepayers. and the bidding suppliers. As to FPL's ratepayers, the non·publlc bidding procedure 

provodes FPL with a greater variation In the range ol bids that would otherwise not be available lltl\e bids. 

or me winning bid by Itself. were publicly dfsclosed. With public disclosure of the No. 2 luel oil prices found 

on FPL's Form 423·1(a), the bids would narrow to a closer range around the las! winning bid eliminating 

the possibilhy that one supplier mlghl. based on his economic situation, come In substantially lower than 

the other suppliers. Nondisclosure likewise protilct&lhe supplleta from divulging any economic arlvantage 

ltlat suppUor may have that the others have not discovered. 

The No. 2 fuel oil pricing information appearing on FPL'& Form 423· t (a). for which conlldentlal 

classification Is sought, should remain confidential lor the time period the contract Is In ellecl, plus six 

months. Cisclosure ol pricing lntormatlon during the contract pertod or prior 10 the negotlalion ol a now 

contrae1 Is reasonably likely 1.0 impair FPL's ablllty 10 negotiate future coroact& as de!SCribed above 
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FPllyplcally neooliates its No. 2 fuel oil conltacls prior to the end of such contracu However, 

on occasion some contraels are nor negoliated until after 1M end of 1M current con1rac1 periOd I n lhose 

Instances lhe conlracts are lypicaRy renegotiated 'WIIhln sbl months. Corn.oquentty. h Is nocessary lo 

maintain the confidentlarny ol the Informal ion ldtnl;tled as confidential on FPL's Form 423· t (a) lor siX 

months alter the end ot the Individual contrael period 1M lnlormallon rolales to Oi.ieiOsure of this 

Information any sooner than six months alter cof'll)letlon ol the transaction Is reasonably likely 10 lmPalr 

FPL's abUrty to negotiate such contracts. 

Funller aNiant sayeth naughl. 

S1a1e or FIOnda 

County of Dade 

) 
) ss 
) 

The foregoing instrument was octmowledged before mo this~ day or January. 1995 in Dado 
County. Florida by Eugene Ungar. who is personally known to me and who did tak an o lh 

Name of Notary~ A . A RJA9;> 

Serial Number C.Cil£4JZ 

NotaryJ1itic. SlWF.Cf F~ 

Publlc Tille ~iE7:~=~~~~ ; ......... 
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Source 

TA8LE 1 

NORTHEASTERN AND SOUTHEASTERN 
UTILITIES PURCHASING APPROXIMATELY 

6 MILLION BARRELS PLUS PETROLEUM IN 1H 3 

!.! tlllltiMQni!J Sta1t Ula:lll 
(000) 

FlOrida Power & Light 37,902 
Company 

Canal Electric Col11l3ny Ma$$<1ChusetiS 7,688 

Florida Power Corporation Florida 10,786 

Long ISland Lighting New York 9,747 
Company 

Average 
Sulfur 
~!liS!nl 

(Porcont) 

1.57 

1.54 

1.65 

0.90 

U.S. Depattment o4 Energy, Energy llllormatoon 
Adm'Jlistratoon, E!ec!ric Power Monthly. At!!W 1gg4,Table 
65. 
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TABLE 2 

POTEHTlAL SOUTHEAST RESID SUPPLIERS 

Amerada Hess Corp. 
BP North America 
Chevron International Oil Co. 
Clarendon Marketing. Inc. 
Clalk OD Trading Co~J1)any 
Coastal Fuels Marketing, Inc. 
Enjetlnc. 
Global Petroleum Corrc>any 
lntemor Tra:Se. Inc. (Brazil) 
JOhn w. Stone 0~ Dlst. 
Koch Fuels 
Kerr McGee 
Las Energy Corp. 
Lyondell Potrochemlcal Co. 
Motallegollschalt Corp. 
Northeast Petroleum 
Petrobras 
Petrolea 
Phibro Energy Inc. 
Rio Energy International 
Stewart Petroleum Corp 
Stlnnes lnteroll, Inc. 
Sun OU Tradang Corrc>any 
Tauber Oil Company 
Texaco 
Tosco Oil Company 
Transwortd Oil USA 
Trintoc 
V"ol S.A. Inc. 

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

Previous 
&lppllor of FPL 

Contract/Spo! 

YESIYES 
YES/YES 
NO/YES 
YES/YES 
NO/YES 
YES/YES 
YES/YES 
NO/YES 
NOINO 
NOINO 
NO/YES 
NO/YES 
NO/YES 
NO/NO 
NO/NO 
NOINO 
NO/NO 
NO/YES 
NO/YES 
YES/YES 
NOINO 
YES/YES 
NOINO 
NO/YES 
NO/YES 
NO/YES 
NO/NO 
NOINO 
NO/YES 

Source: Dat.a pnovlded by Florida Power & Light Compeny (January 3, 1994) 

Note: 1) Thla tabla servos as thl 1111 l or bolh con11'11Ct and 1po1 auppllera (Table 2 & Tab to 3) 
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CZRTIFICA'l'B or SDVXCB 

I HEREBY Cl!llTIFY that a true and correct copy of Flor ida Power 
& Light Company' s Request f or Confidentia l Classification of the 
Form 423-l(a) for November, 1994 , was forwarded t o the Florida 
Public Service Commission via Airborne Express , and copies o f the 
Request for Confidential Classification without Attachment A were 
m~iled to the individuals listed below, all on this 12th day of 
January , 1995 . 

Barb ara A. Balzer 
Flori da Public Service Commission 
101 East Caines Street 
Fletcher Building 
Tallahassee, FL 32399 

John w. McWhirter, Jr., Esquire 
Joseph A. McGlothl i n, Esqui re 
McWhirter, Reeves McGlothlin, 

Dav i dson, etc. 
P. o. Box 3350 
Tampa, FL 33601-3350 

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

Ma jor Ca r y A. Enders USAF 
HQ USAF/ULT , STOP 21 
Tyndal l AFB, FL 32 403-6001 

Robert s. Goldman, Esquire 
Vickers, Caparello, French & Hadsan 
P. o. Box Drawer 1876 
Tallahassee, FL 32302 

Hr. Prentice P. Pruitt 
Florida Public Service 
co-iss ion 
101 East Gaines Street 
Pletcher Building 
Tallahassee , PL 32399 

Jack Sh.reve, Esquire 
Robert Langford, Esquire 
Office of Publ ic Counsel 
624 PUller Warren Building 
202 Blount Stroot 
Tallahassee, FL 32301 

Lee L. Wills, Esquire 
Ja~~.es D. Beasley, Esquire 
Ausley , McMul l en, McGehee 

Carothers & Pr octor 
P. o. Box 391 
Ta~lahassee, PL 32302 

Lee G. Schmudde, Esquire 
Reedy Creek Utilities, Inc. 
P. o. Box 40 
Lake Buena Vista, PL 32830 
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