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aiRBORNE EXPR£88 

March 24 , 1995 

Ms . Blanca Bayo , Director 
Divis1on o f Records and Reporting 
f l orida Public Service Commission 
10 1 East Ca ines Street 
fl e t c her Building 
Tallahassee , florida J2J99• 0850 

Re: Docket No. 950001•11 

Dear Ms. Ba)(o: 

! k. . ,_ " 

Enclosed for t i ling with the Commission in Docket No . 950001-EJ are 
the following: 

fPL ' s Request for Confidential Classitic at lon - f'lltoon 
cop ie s o( fPL ' s Request for Confidential Cla ssificati on o f 
ce r ta i n In forma tion Reported on tho commission'& f'orm 4 2 3 - 1 (a) 
for the month of January, 1995 with Attachment s B, c, D and E 
are enc los ed. The original Request fo r ConCident la l 
Class ification of Ce rtain Information Reported on the 
CommisD ion •s form 423-l(a) with Attachments A, B, C, D a~d E 
1s enclosed . Please note that Attachment A is an unedited 
form 4 23 -1 (a) and therefore needs to be t reated as 
confidentia l . 

It you have any questions regarding this trans mi ttal or the 
1n1 o r muLion filed herewith, you may contact me at (305) ~52 -2724 . 

1.: inco r ely, 

~ ,-J fr-J)_ 
Steven 11. feldman 
Atto rney 

Sll f : nk 
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0 3 2 0 5 llt.fl 27 ~ 

rPSC· Rl~J~OSifi[PCRTIHG 



BEPOR.I!l Tlll!l 

PUBLIC Sl!lRVIC! COKKISSION 

In re: Fuel and Purchased Powe r 
Cost Recovery Clause and Gene r a ting 
Per f ormance Incent ive factor 

) 
) 
) ______________________________ ) 

Doc ket No . 950001-EI 

REQUEST POR CONPID~IAL 
CLASSIPICATIO~ OP CZRTAIV IWPORMATION 

REPORTED ON THE COKHI88IOW 1 8 FORM .23- l(a) 

Pursuant to §366.093, f'.S. a nd f'lo r i da Admi ni stra t ive Code 

Rule 25-22 . 006 , florida Power & Light Company ( "FPL" ) requests that 

the Florida Public Service Commission ( "Colllftission") classl Cy as 

confidential in f ormat ion certain in formation reported on PPL' s 

Janu dry, 1995 423-l(a) fuel Report aa delineat ed below . In support 

of its r equest FPL states: 

1 . fPL seeks classification of the below specified 

in f orma t ion iiS p roprietary confi d e n t i al bus i ness Jnform<ll lon 

pursuant to ~366 . 093, F'.S. In pertinent par t, §3o6.09 3 , f' . S . 

provldes: 

( lj • • • Upon request of t he public utility or 
other person , any records r e ceived by the commission 
which arc s hown and f o und by the co11111 i ssion t o be 
proprietary confidentia l buoinesa i n forma t ion shall b e 
kept confidential and shall be exempt fro• a . 119.07(1) . 

(l) • • • Proprietary confid enti a l business 
information includes, but is not limited to : 

(d) Information concerning bids o r other 
cont ract ual datd, the discl osure of which woul d impair 
the e f f ort s o f the public util i ty or its affiliates to 
contract for goods u r s ervices on tavorabl&.iei11l.B ~ 

uuwN: ' · 1'''": '=">nATE 
0 3 2 0 5 It~'\ 27 ::: 
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Attachment B) An edited copy ot FPL's January, l99S Form 423 - l(a) 
with the information t or which FPL seeks 
confidential classification edited out. This 
document may be made public. Attachacnt C) This document is a line by line justification 
matrix i dentifying each item on FPL's Fo rm 423-l(a) 
for which confidential classification is sought, 
along with a written explanation de~onstrating that 
the information is : (1) contractual data, that (2) 
the discloaure of which would impair the effo rts of 
the utility to contract tor goods or services on 
favorable terms. 

Attachment 0) The affiaavit of Or. Pamela Cameron. Or. Cameron's 
affidavit was previously tiled with FPL's original 
Request For con tidontial Classification Of Certain 
Information Roported On Tho Commission' s form 423-
.l..!.A1 on ~arch S, 1987, in this docket. It is 
refiled wi th this request for the conven ience of 
t .he Collll!lission. Attachment E updates Or. Cameron's 
affidavit. 

Attachment E) The affidavit of Eugene Ungar. 

S. Paragraph J identifies the two prongs o f §J66.093( l)(d), 
f. S . , which fPL mus t establish to prevail in its request Cor 
conf1dential classificat ion of the information identified by 
attachments A a nd c. Those two prongs are conclusively cstabllshed 
by the facts presented i n the affidavits attached hereto ;;.s 
Attachcents 0 and E. first, the identified information is 
contractual data. Second, disclosure of the information is 
reasonably likely to impair fPL's ability to contrac t for goods and 
services, as discussed in Attachments C, D and E. 

6. FPL seeks confidential classification of the po r barrel 
i~voice 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 petroleum inspection charges delineated on PPL's Form 423-

l(a) Fuel Report as more s pecifically i dentified by Attachments A 

and C. 

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

FPL seeks to protect is easily demonstrated - once one understands 

t he natur e of the market in which FPL as a buyer must operate. The 

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

market i s an oligopolistic market. See CAmeron and Ungar 

affidavits. In order to achieve the best contrac tual prices and 

terms in an oligopolistic market , a buyer must no t d isclose pr ice 

concessions pr ov ided by any given supplier. Due to its pres ence in 

the market for No. 6 fuel oil, FPL is a buyer that is reasonably 

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

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

in an oligopolistic market, such as No . 6 fuel oil, is reasonably 

ltkcly to inc rease the price at wh ich PPL can contract for No . 6 

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

a . The economic principles discussed in par agraph 6 and Dr . 

Cameron ' s affidavit are equally applicable to FPL's contract ual 

data relating to terminalinq and transportation charges, and 

petroleur1 i nspection services as described in E. Ungar's affidavit . 

9. The Commission n< ed only malce two findings t o grant 

confidential classifica tion to the No. 6 fuel oil information 
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identified as confidential in Attachments C and 0, to wi t: 

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

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

(i) The markets in which PPL, as a buyer, must procur~ 
No. 6 fuel oil, terminaling and transportation 
services, and fuel i nspection services arc 
oligopolistic; and 

(ii) Pursuant to economic theory, a substantial buyer in 
an oligopolistic market can obtain price 
concessions not available to other buyers, tho 
disclosure of which would end such concessions, 
resulting in higher prices to that purchaser. 

10. The confidential nature of the No. 2 fuel oil 

information, identified in Attachments A u nd C as confidential 

1nformation, ia inherent. in the bidding process used t o procure llo. 

2 (uel oil . Without confidential classification of the price FPL 

pays for No. 2 fuel oil, PPL is reasonably likely to exper ! cnce ~ 

narrowing of the bids offering No. 2 fuel oil. The range of bids 

is expected to converge on the last reported public price, thereby 

eliminating the probability that une supplier will substantially 

underbid the other suppliers based upon that suppl ier' s own 

e c onomic situation . See Ungar aftidayit . Consequently, disclosure 

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

No. 2 fuel oil contrac t s. 
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11. FPL requests that tho Commission make the foll o wing 

find.ings with respect to the No. 2 fuel oil information identified 

in attachments A and c· 

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

b. That FPL's ability to procure No. 2 fuel oil is 
reasonably likely to be impaired by the disclosure 
of tho information identified because: 

( i) the bidding process through wh ich FPL obtai ns 
No. 2 fuel oil is not reasonably expec ted t o 
provide the loweat bids poasible if disclosure 
o f the last winning bid is, in eCfcct , made 
public through disclosure of FPL' s F'orm 421-

:. (a), 

ll. Additionally, FPL believes t .he importance of this data to 

the suppliers in tho fuel market is potently demonstrated by the 

blossoming of publications which provide util ity reported fuel data 

from PERC Form 42 3. The disclosure of the information sought to be 

protected herein will no doubt create a cottage industry ot uesktop 

publ ishors ready to servo tho markets herein identified. 

13. FPL requests that the information for which f'P L seeks 

contidcntial classification not be declasaitiod until the dates 

s pecified in Attac hment C. The time periods requested are 

necessary to allow FPL to utilize its market presence in 

negoLiatin9 f uture contracts. Disclosure prior to tho idcnt l f1 ed 

date of doclassificatio~ would impair PPL's ability to negotiate 

luturc ~ontracts. 

1 4. The material identified as confidential informati u n in 

attachments A and C is intended to be and is treated by f'PL a s 
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private, and has not otherwise been publicly discl ose~ t o the best 

o f FPL's knowledge and belief. 

WHLREFORE, fPL respectfully requests that the CommiSSIOn 

c lassi f y as confidentia l i nformation the information i dent111cd 1n 

attachments A and c which appears on FPL' s unedited form ~ 21-1 (~). 

Date : March 24, 199 5 
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Respectfully submi tted , 

Attorney 
Florida Power & Liqht Company 
P. o. Box 029100 
Miami, Florida lJ102-9100 
(305) 552-2724 
Florida Bar No. 0869181 
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Juslfficatlon for ConfldentiaUty for January, 1995 Report: 

ATTACHMENT C 

Docket No. PS0001·EI 
Marcn, 1995 

FORM UNE;(Sl COLUMN RADON ALE 

42:J-1 (a) 1 • 4 H ( 1 ) 

423-1 (a) 1 • 4 (2) 

423·1 (a) 1 • 4 J (2). (3) 

423· 1 (a) 1 • 4 K (2) 

423·1 (a) 1 • 4 l (2) 

423· 1 (a) 1 . 4 M (2). (4) 

423·1 (a) 1 • 4 N (2). (5) 

423-1 (a) 1 • 4 p (6). (7) 

423·1 (a) 1 • 4 0 (6). (7) 

423·1 (a) N/A H. I, K, L, N, A (8) 

·················-···-·--·······-···-····-----Rationale for confidentiality: 

(1) This Information Is contractuallnlormatlon which, If made public, ·would impair the 
ollorts of {FPL} to contract for goods or services on favorable terms.· Section 
366.0S3 (3) (d), F.S. The Information delineates the price FPL has paid lor No. 
6 tuel oil per barrel for specific shipments from specific suppliers. This Information 
would allow suppliers to compare an Individual supplier's price with the market 
quote lor that date of delivery and thereby determine the contract pricing formula 
between FPL and that supplier. 

Contract pricing formulas generally contain two components. which are: (1) a 
markup In the market quoted price lor that day and (2) a transportation charge for 
delivery at an FPL chosen port of delivery. Discounts and quality adJustment 
components of fuel prica contract formulas are discussed in paragraphs 3 and 4. 
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Disclosure of the invoice price would allow suppliers to determine the contract 

price formula of their competitors. The knowledge of each others' prices (I.e. 

contract formulas) among No. 6 fuel oil suppliers Is reasonably likely to cause the 

suppliers to converge on a target price, or follow a price leader, effectively 

eliminating any opportunity lor 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 bl' Increased No. 6 fuel oil prices and therefore Increased electric rates. 

Please see Or. Cameron's affidavit filed with FPL's Request for Confidential 

Classification which discusses the pricing tendencies of an oligopolistic market and 

the factual circumstances which iden1lly the No. 6 fuel oil market as an oligopolistic 

market in the Southeastern United States. As Or. Cameron's affidavit discusses. 

price concessions in an oligopolistfc market will only be available when such 

concessions are kept confidential. Once the other suppliers learn of the price 

concession, the conceding supplier will be forced, due to the oligopolistic nature 

of the market, to withdraw from future concessions. Consequently, disclosure of 

the invoice price of No. 6 fuel oil paid by FPL to specific fuel suppliers Is 

reasonably likely to impair FPL's ability to negotiate price concessions In future No. 

6 fuel oil contracts. 

(2) The contract data found In Columns t through N are an algebraic function of 

column H. That is, the publication of these columns together, or lndependen:!y, 

could allow a supplier to derive the Invoice price of oil. 

(3) Some FPlluel contracts pro\ ide for an early payment incentive In the form of a 

discount reductlon in the Invoice price. The existence and amount or such 

discount is confidential lor the reasons stated In paragraph (1) relative to price 

concessions. 

(4) For fuel that does not meet contract requirements, FPL may reject the sh1pment. 

or accept the shipment and apply a quality adjustment. This is, In effect, a pricing 

term which is as important as the price Itself and Is therefore confidential for the 

reasons stated in paragraph (1) relative to price concessions. 

(5) This column is as important as H from a confidentiality standpoint because ol the 

relatively lew times that there are quality or discount adjus1ments. That is. column 

N will equal column H most of the time. Consequently, It needs to be protected 

lor the same reasons as set lorth in paragraph (1 ). 

(6) This column is used to mask the delivered price of fuel such that the invo1ce or 

effective pnce of fuel cannot be determined. Columns P and 0 are algebraic 

variables of column R. ConsequenUy, disclosure of these columns would allow a 

supplier to calculate the invoice or effective purchase price of oil (columns H and 

N) by subtracting these columnar variables from column R. 
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(7) Terminallng and transportation services In Aorlda tend to have the same. tf not 
more severe, ollgopolistlc attributes of fuel oil suppliers. In 19b7, 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 srx wtth 

terminallng proposals. Due to the small demand In Rorlda lor both of these 
services, market entry Is difficult. Consequently, disclosure ol this contract data 
is reasonably likely to result In increased prices for termlnallng and transportation 
sqrvices. 

Petroleum inspection services also have the market characteristics of an ol igopoly 
Due to the limited number of fuel terminal operations, there are correspondtngly 
few requirements for fuel Inspection services. In FPL's last bidding process lor 
petroleum inspection services, only alx qualified bidders were found tor FPL's bid 
solicitations. Consequently, disclosure of this contract date is reasonably likely to 
result in Increased prices for petroleum Inspection services. 

(B) This Information Is contractual Information which, if made public, ·would impair the 
efforts of (FPLJ to contract for goods or services on favorable terms." Section 

366.093 (3) (d), F.S. The Information delineates the price FPL has paid for No. 
2 fuel oil per barrel for specific shipments from specific suppliers. No. 2 fuel o•l•s 
purchased through a bidding process. At the request of the No. 2 lt~el oil 
suppliers, FPL has agreed to not publicly disclose any supplier's bid. This non· 
disclosure agreement protects both FPL's ratep&yers, and the bidding suppliers. 
As to FPI.'s ratepayers, the non-public bidding procedure provides FPL with a 
greater v..~riation in thu range of bids that would otherwise not be availl.'ble II the 
bids, or the winning bid by Itself, were publicly disclosed. With public disclosure 
ot 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 dtvulging 
any economic advantage that supplier may have that the others have not 
discovered. 

3 
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Date of Declassification: 

FORM UNEISl COLUMN DAlE 

423-1 (a) 1 H-N 05/30196 

423-1 (a) 2- 4 H-N 07/3 1/95 

423-1 (a) 1 - 4 p 03/3 ~/99 

423-1 (a) 1 - 4 a 06130196 

423-1 (a) N/A H, I, K, L, N, A ll/31195 

Rationale: 

EPL requests that the confidential Information Identified above not be d1sclosed until the 

•dentified date of declassification. The date of d&classlficatlon is determined by add1ng 

6 months to the last day of the contract period under which the goods or serv1ces 

identified on Form 423-1 (a) or 423-1 (b) were purchased. 

Disclosure of pricing information during the contract period or prior to the nego11at1on ol 

a new contract is reasonably likely to Impair FPL's ability to negotiate future contracts as 

described above. 

FPL typically renegotiates Its No. 6 fuel oil contracts and fuel related services contracts 

prior to the end of such contracts. However. on occasion some contracts are not 

renegotiated. until after the end of the current contract period In those •nstances. the 

contracts are typically renegotiated within slx months. Consequently, it is necessary to 

maintain the confidentiality of the Information Identified as confidential on FPL's Form 

423·1 {a) or 423-1 (b) for she months alter the end of the ind1vldual contract penod the 

information relates to. 

With respect tn No. 6 fuel oil price information on the Form 423·1 (a) or 423·1 (b) for oil 

that was not purchased pursuant to an already existing contract. and the terms of the 

agreement under which It Is purchased are fulfilled upon delivery, FPL requests the pnce 

information identified as cor'lidentlal be kept confidential for a period of six months after 

the delivery. Six months Is the minimum amount of time necessary for conhdentiahty of 

these types of purchases to allow FPL to utilize Its market presence in galmng pnce 

concessions during seasonal fluctuations In the demand for No. 6 fuel oil. Disclosure of 

this information any sooner than six months after completion of the transaction Is 



reasonably likely to Impair FPL's at:llity to negotiate such purchases. 
The No. 2 fuel oil pricing Information appearing on FPL'a Form 423·1 (a) or 423·1 (b). for 
which confidential classification Is sought. should remain c-Jnfldential for the time period 
the contract Is In effect. plus six months. Disclosure of pricing Information during the 
contract period or prior to the negotiation of a new contract Is reasonably likely to Impair 
FPL"s ability to negotiate future contracts as described above. 

FPL typically negotiates its No. 2 fuel oil contracts prior to the end of such contracts. 
However, on occasion some contracts are not negotiated, until after the end ot the current 
contract period. In those instances the contracts are typically renegotiated within six 
months. Const:quently, it is necessary to maintain the confidentiality of the information 
identified as confidential on FPL's Form 423·1 (a) or 423·1 (b) for six months after the end 
of the individual contract period the lnlormation relates to. 
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.. . . ATTACH J.C P:NT 0 

111011 THI 

noamA PU.LIC SUVICI COMMISSION 

) 
DlSTliCT Of COLUMIIA ) • 

) 

AfRDAVTT 
Docile I Ne. 110001-£1 

Before eDt, lht Udenlped &ulhorlty, l"'nMia J. C1111eroo IPP«rtd. who 
be ina duly swot o by me, saleS u4 t•tirtld: 

I . INTRODIJCTJOfol 

My name iJ Pamela J. CtllltfOe; my bwl- addrltl iJ 1100 M Srreet. 
N.W., Suite 600 Soulk, Wulllaatoe. D.C. 20016. I am employed by rile Nuional 
Ecooomie R-tcb Asaociatet. leo. {NEb) II I S.oiot ADalyst. I rKeivtd my 9 S 
in B• ineq Admialslrtliol froa Taw Teell UalvertltY In 1973, my M.A. '" 
Economica from the Ualvenlt)' of Oklallo .. Ia 1976 aa.d my Ph .D. in Econom.cs 
from lbt Uoivenity ol O'te'r• Ia 191J. My majot nelda of uudy have bun 
lodwtrial Orpoiutioo, Pub& FlMIICI ud lcoao•atrlc:a. 

Si~ 19U, I MY~ beta 1aplo)'ed by eco.oelo Uod r•aulalOry coruu lhna 
fi r au provldloa Mrtlcel rtl&tlq eo udllty rtt•tetioe. I have d I reeled numuow 
projectl iocludiq IIIAIUt U&l1til. .. IJCCllllaltloe u4 cootriCI oeaolillloo. and 
alter ll.lti "' (IIIIa • Yal111do&. 

I have bel• uUd bJ F1oricla Power aocl Llatn Compuy (FPL) to ,.,.luall 
tile market lo whic" PPI. bu1t fuel oU ud 10 dtllnBlM what iCDpeet, if aoy, public 
disclosure of ctruio f111l b'UIICtlol ct.la II likely 10 have oo FPL and lu 
r~ttpayen. Specir.ully, tilt data I wiiJ lcld,.. Ia the dltliled :;rict in formation 
reported oo Flor ida Publk S.rtic:e COCDmlaloe Fora 42ll. 

nerer 
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n. imPKt ol pubUc dlldonra ol price iolormtlo• dtpeodl oo the 

stn.~ctura or the awktta iovolvtd. Ia till t'ollo•lat Metiou I dbcuaa the economic: 
framework for evahattiAI the SU11Ctvt ol llllktta. the role or d isclosure ro 
oliaopolut:.: marketJ aod review till drcu~UtUCee ol FPL's fuel oil purch&SQ 11sina 
this framework. The no.a.~ M<tloa lllllllllrilll ay coeclualou. 

II. THl ECONOMIC TH:IOIY Of MAIIITS 

EcoDOmic: theory pncSlcu lllat 1M Jhavlot ol lodividual t lrmt and the 
collS4quent muktt performaDCe wW be dtt.tnllloecl lat&ely by the sln.lcture of the 
relevant rnarlr:at. The strvctura or marlr:ttl r&llll froa hi&hly cornpetiliva to v i rtu~l 
monopoly depeadina upoa s~Kll f~~tton u tlll Dllabu aDd size .of nrms i11 the 
market, the httatOIIIIIity ol lhoducll ud dlacribetiola challnelt, the u.ae with 
which ruau cao tac:.r a.ad leave the llllbt. aod the &~arae to which firms and 
consumera pe.. u informat1oo aboot t.IM pt~ ud prod~aeta. 

Utili& theM fotll' bulc criteria or chancteriltics, ecooomiua diu inau rsh 
competitive, oliaopolistlc u4 IIIOOOfOliiOc llll'kttL For uamplt, a compcrur•c 
marlr:at u characttrilld by 1M followilll: ( I) nr. ptoduce a bomoaeato~a prod~ct: 
(2) there are maay b11ytr1 ud 1111et1 10 ella ..... or pvcU.. ol eac h are small 
io nlatioo 10 the toa.1 awbt; (J) .. try laiD or eua rroa tb.l market iJ aot 
COilltralJMd by tcODOU Of ltall blrriefl; ud (4) nt.l ud C:OiliUmtn have &ood 
informatica raprdiDI alti11111UVI prod11C11 ud the pru II whlcb they 111 

availabk . Ulldu tbell draa•ta•~• laciJvldllll. M)'lll ud Mlltn have only an 
impcrc:apliblt lonlltDCe 01 the IIIIUt price or dll ~~ttloM ol otJI.In I ll the market. 
Each buyer and ttlltr ICtl 1Adtpe1411dy siDCe thoM 1e1lou will not affect the 
marlttt OIIIC:Omt. 

Ao ollaopolinlc loduatry II OM lA wlllcll the nmber of Milan is tmall 
enouah for the actlvitlet ol Mlltn to affect aa odler. C'lwl&ll Ia the output or 

nel'tl' 
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Ill. uncr Of DlSCl.OSUU lN OLIGOPOIJSTIC MAUll'S 
A brier review or the role tJIIt MCrKY playa ia oliaopoly theory is 

helpful Ia uadentaadlaa the prlciaa poUclee or olltoi)Oibtl 1114 IM pr~lc:ttd impact oa fuel cosca . 

. •\D oliaopollslic cnatktt a~N«V~ II clwlctariacS by comperili.-i'l or rivalry amoaa the Cew, bill 1M aumbef ol nr. la a ID&Iket don not determone 
conclusinly how 1M ID&Iktt CuDCtlou. fa 1M CUI ol ollaopoly, a oumbcr of outcomet oue pouib .. depeadiaa upoa 1M dl.... 10 wiiM:!a the ClnN act either as 
rivau or u cooptrstors. S.l .. n have a «--- 1101111 laterat ia kttpina pr icu 
hilh, but hJve I eo6fllct or interat wi~ retC*t 10 awket allare. 

The CDanaaemeat or oiJaopolbtlo nr. rMOSabea IJW, aivto theit murua.l interdepeodeDCt, prorltl will be hltllet wllea cooperall.,. polkiee are punued than 
wheo each C'lt1D act1 only io Ia owa 0anow IIII·ID....._ II OriN tre offered the oppollunity to CQIIudt, ollaopolbtic: markttl wW tncl 10 tllliblt e ltDdl~y toward 
the muimiutloa ol eoiJtcbve prolltl (die priclq behniof UJOc:iaud with monopoly). However, coordluUo. ol priclq polkiee 10 IIIUlmlu jolat profiu os 
110 1 uay, etpeeially where COlt uct ..,tee aJwe dllreruca lad to connict ina 
pric.e aDd out puc pnlereoca ..., t1llll. Cootdlaatloa ia couiders bly tcu 
d ifric:ult whta oUaQ90l.IID eu co.aauka• opniJ ud freely. But 1M anritru11 
laW'I, whk:ll .,. cooutDtd wl~ i.Oibltlq 110~ ptklal. ..U onn cooperation uolawfu.l. -n.re .,., bo-.wr, subtllo ways ol c:oordllwlq ptk:laa dtciliona wh ich are both ltpl aDd pocaoliaUy erttctive 11 dlldpiiM eu be ..taw.t. 

Oat ~DnA~ ol c:oord1Aad111 behaYI« wltllout n&UJaa alolil ol rh t taw 11 price ludenhJp. Prlc:t leadtuhlp eaa ltDtrdy be Yiewed u a publk: sianal by f irms of the chanau Ia thelt q11011d pricel. II eadl llna kaoWI lhet ill prfce curs 
wilt be quickly match~ by hi rlvall, II wiU have •~~e'- 1M IDCtDtlYI to make tllr m 
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By the same lolic, ucll supp\ler lulowt W& ill rivaJa c.aa tuttala a hiah•r price 

Quott ooly it othu riraaa follow wltll aatx:hlq pt1ca 

FCIW polot priciDI is uotJMt tWIPie ol olltoPOibtic pricina that alloW1 

coord ina•:oo without violatlfta 1M utltrwt lawa. Here, sellen tend to adlhtre ro 

accepted focal pouua ot taraeu sucll • 1 peblkly poe!H pri«. By "nina tts 

price 11 some focal poilu, I 01111 lloCidy ellel)Uf'll• r lvalt to follow tuil "'irhour 

uoderculli.al. The poeted price Pllblllbld rot YVIolll I....SU of fuel oil by reaion 

would serve u a focal point Cot that artL Other typa o( focal polnu include 

manuractutt uaociatioaa' pllblbhtd list prlctt or aoveramtllt· Mt ct lllna prica. By 
:adherioa 10 1htse IICC:tpt.ci tar1111, coordlaatloe Ia facilitated alld pric"t warfare u 

dlscouraaed. 

Wbile oliaopolistl have IJIQOUVM to coopenta ia maintainlna pr icu 

above tht c:ompetillve level, lhtrt .,. · aleo divlllve Corea. Tbtre are Javtn l 

condhloiU which limit tht Mttlillood a!ld trfktlvenesa nr coord ination, all of wh ich 

are related 10 tM ability o( a till .... fira 1'0 o((w price COIICelllollt without fear o( 

re taliation. Tbty Include (I) • tlpillcut auabtt ol tellers; (2) htttroatat iry of 

products; ()) hip overbtld coaa couplld wltll ad..,. bllliOMa eooditioos; (~ ) 

lumpine:u a.od iotreqlltocy ia lM ~ ol Pf'Od11C11; &ad (S) MeRCy 111d rttalia· 

rioa lap. 

A~ De N·ww"" •H S• t1 fkw 
Tbe unactural dhMuloe whJa the GIGit ob\llow lanu .. ce oa coordinarioa 

is rile numou &ad WI cliatributloe o( rtt.. Ia 1M II&IUt. The l"'tlr tht number 

o( sellen to a awttt. tvtf)thlq elM IN ..... 1M IDOfe diltk11lt It ia to IIWntain 

a noncomperillve or abovt·eolt price. At 1M •••* ot nraaa Inc,._ and rht 

muktt share or uU decUMI. OnM .,. lacr deatf ape to laaott the etrec1 oC 
rheir pricina ~nd output de<:ltloM oa rlul actlolll ol othu nrlftl. Ia addltloa, u rhe 
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number of r&riDI lAc:,.._, the probabWty lllcrum lt.at at laat ooe firm will have 
lower thU avena• coea aDd aa aQI1Siive ptlcloa J*Jcy. ThtrtfOtt, u oliaopoliu 
io 1ft induury o( IS firma ia II\Ort llktly 10 offer MCrtt dbcoUftll and ltu likely to 
be dilcovertd tlwl ao oliaopoliat iA aa IDdustrY ol ooly til,.. fir1111. 

I . Prp4wst HtiUHtttJty 

If prod~ll were ll\l.ly hoiiiOitlltMI o.r pt.rftcl subttitvtn in the 
consumer's Gliod, price would be tiM oaly vulable whh whkll rirw could compete. 
Tnis ttduc:a the tuk of coordlullaa. f« n,_ IIIUIC c:ouldtt ooly tht price 
d imeosioD. Whee ptod~ll ue difftrtAUaiM. the 1tt1111 ol rivalry btcome 
mullidimtDJional aftd c:ouidtrably mort compltL 

The ability Of Oliaopollall to COOt'dlAIU Ia afftclfd ill I variety of way1 
by cost coDdJtiou. OtDtnlly, tile ' .,... die dlflttaac• ill cost structuru 
between rir ,. . tht mort trovblt tM nr- will "'" IILiintaialna a common price 
policy. There is abo evode~ that llldwtt .. cllatlettriud by hlah overhud co1U 
art particularly sux:.ptlblt 10 Pfieilt d.ltcipi.IM braltdowu whee a decline 10 

demand (orca tiM llld•try to ooenu Mlow Cllple:lty. TIM illdustry chancttriud 
by hiah Ciud coell a.tran _.. wlilta de.ud II depraued btcaUM or 11 roaa 
inductmtoll toward J)fict wttlat lid a lower ~ (nsuaiaal cou) to prict 
dtcre-. (Price~ will be cMcbcl a& IIJalla prieta willa Gllflioal cos~ are 
h iah IJid futd COt II .,. nladYily low.) 

D. Laeelacg ee4 lefm•••C! tf OrMn 
Profitable tKit coUaloe Ia _.. Uktty wllta ordtra .,.. JGilll. hequcnt 

and reaular, siDCt c:MitCtloo ud ntalladoe .,. euler uodtt thaN clrcunuuoc.tJ. 
Any dtciJioa to uoc:Mrcut a price oa wlllcll IAdiiiU)' IMIIIbert hlvt tacitly •arn d 
requiret a balaocilll ol probeblt plu aa•'Mt the lllttly coea. Tilt p in from 
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cuttiill tht priu derivte froa the iacrtiMCI probebllity o( MCuriDI t profiub .. 

probability of ri¥11 rnctiolll drlvioa cSowa 1M llvtl or future pri<:a and, therefore , 

fucurt profiu. Tht probable piu wW obvlolllly be latter wbta lht order at mke 

is lar(t. Also, lht &IIIOUDI or ialoraatloa t fita COivt)'t tbolat iu pricint 111'1111)' 

to ocher firnu in the mttktl inc.....- with the ouaber of treruactlons or price 

quotu . Clearly, the laa frequutly orden are pJiced. tilt 1- likely dlltct ion 

would be. ' 

E. S.cnct ••• ''''"'''•• Lag 

Tht lonaer the advtne COIIMqiMoct~ ol rl\111 rttallatloa c:u be d elayed , 

the more attrac:tivt Wldt~uttlaa the tcctpllld price JtNCtvre btcomeL On.e mc141 

of forauallina u tallatioa Ia 10 are11t NCret price C1ltl. lr price b above mara lnal 
• cost and If prict coDCeUIOM eu rtUOIIIbiY be ta~ 10 remaln sterll, oliaopo· 

I isu have tht inc:eotivt 10 enaa1• ia w:ret price thad lea 

feat of rttaJitUol Ia DOt limited jlllt 10 ftel or IIIIIChtd price C'UU by 

other sellen iD tht IDII'Ut. A dbclollltl ol *"' price cooc-iou 10 oo• buyer 

may ltad otlltr buyen to eSt-ad tQUl 11'11._., 1111 ren1t wovJd be 11 erotioo 

Of industty ptOfill II lM price dlcU... t6 ICCI&&Odl• otllet buyera or I with· 

d'ra~ of pri<:t cooc.aioll Ia ltotnl. 

Tht ovaber ud W. clls&riblltloll ol ... ,... Ill the IDII'ktt il a siaaificaat 

(:actor wbtre (til or rttallat.loe il U Uaponut ..,.._ tlt ... L Where 0 1141 or a 

few lara• buytra repreMDt a tarae pe~at ol the Mlbt. the arutlaa of M<ret 

price concusluu 10 lbote bvyen by a atllet II llltaly to lalpoae llanltkut cotu 

( IIIII iJ, result Ia llpllic:ut loa ot aaltl) rot the re.W.Itla atlltra. SIJIC<t diJ· 

cloture of secret pri<:t eoacallolll Ia IIIIa eat1 il aort Uktty to proape lamtdllct 

reaction than would kllowltdlt or prk:t eo-iMI tD amal*. lnalaolf1c:ut nrms, 
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it follows that rathn chaa rb.k u llAPf'O(Itabt. price bttlle rlrm may cnse 

orrerina coocaaio111. 

It iJ not io 1M lola·naa lo~rat ot the fina coollderioa price 

conceuion• to ioituta pr~ e\111 wldcll -'4 lnd 10 lower market pr icu acnenlly 

'"'' ruiftout price watt. It kMwledtl til prb coocaalou ludJ other ~lltn ro 

reduce pric:e ac.cordloiJy, 1M prict·cuttlq firca wiU 1011 the mar'ket 1hare 

advantaae it coulcl have pi old tJuoup MCftt price thad loa. loduttry profits '*•II 
be lower due to the lower price laYela. Tllenfore, IJvea that aay price concess ions 

wiU be disc loMd., the moet profitabie ltfti.IIY Ia IliOn likely to be to ref ra in from 

offer ina price eoDUUioftl. Ellmlftltloa opportuAitlte for MCrtt action (by disc louna 

price, for rumple) would arutly rediiCI 1M loc.all¥'1 10 ollaopoliau to o(fc r price 

concw.ioOJ. 

IV. MARXtT EVALUATlON 

After rev ie 11lna the theontlcal criteria IIMd by teonomiats to evaluate 

marktl uructure willa f'PL ptr~DU~tl kDOWiedl"bll Ia the area of fou •l - fuel 

procurement, I requaled ud .. pro•ldld whll -.tlal 1111tkt1 data oeeeuary to 

analyu the marbt '- wltlcll FPL PIIIC...._ No. 6 fuel oU (raid ). Thse data. 

tOIIIhtr with Other publialled lafOfaatioll. Win lilld 10 dettrtiUAI tht IINCtUrl of 

the markeL 

A. Marrtet ShMfln 

T1le prodiiCt uder cou~ntioa II na1d ud 111 ptilll&l)' purci\.&Mn ue 

utilities. FPL iJ locattcl ia 1M Sootheat ud. t11~1- ol ill aeoaraphical locar ion. 

purr:huea resld prllllllil)" froa nfiMrlla Ia 1M 01111 C~ aru or the Cuibbtan. 

Transportatioa eoeta lllllit 1M ll\llbc 10 ,.._ ....., a~t~~ouall it lilt)' be pouiblt to 

pick up diJtruMd caraoee rroca other loc:adoee oa dill 190C 11111ktL Other major 

purchutra of raid from 1M Oulf Couc &act CarlbbeU .,. utilhia io rhe 
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Nortbtut. 01» to lbe lddltiolll tru~C*Utioe cotta. bowt\'ff, utilitia io the 

Southwt would be UAliUI)' 10 "'~ raid rro. oonJiaatant renoeria. The 

Northeut doa oot have ~all rtf'UMtY CIPidty 10 a~ttt the demaod io 11111 arn 

and iJ, therefore, a ott impol'ltr ol redd ftoa the Ollll COUt aod foreiao suppllen . 

Tbtrtfore, !be Northeut u.cl SolltMIIt an ttp~~atl, Mt related, awuta. 
FPL purclwel r .. ld Ia very 1ar1t Q¥UtJtlee, utual.ly Ia barae or ship lou 

( IOO,OOC• to 200,000 burt II or IDOrt). II 19M, PPL purdi&Md 2S,460,6l7 barreiJ of 

low-sulr11r ruid, the me.ioflry o( wlllda (61 ~It) - uDder medium·ttm: (one­

~o two-year) contraeu. The rtlll&loder - ~ 01 the spot muktt. There 

va very few buyen ol ftlld Ia IN ..net wilo pucllue quatitla al)9roach ina 1hc 

levels consumed by FPt... Table I allows the relatJve alai or purchua ror '"' 

major c:onaumlna udlld• II IN Soli~ ud tile Nort•t. 0( the 10 utll itin 

who had purchase~ of more tllu SOO,OOO t.n.ta per 111011" for 1ht July throuah 

Scpltmbtr 19U period, FPL b clnrly the ala ... I80it ll'lponut buyer in termJ of 

s iu . 0:1ly o oe o( the other utllltlee llloQIId Ia die Soot~ 

The tallY requlre .. ltl rot MIJen Ia diJI laatktt Itt IUbtiiJitiaJ. Sellen 

1111111 bt capebll O( mMtllla all of tile ldiltJ't ~ illehldiJII QUIIIIity IDd 

q uality (for eumpll, mul.maa Rll'lf, 1111 ud WIW coellal). 5ePOilen ID UJt tlllur 

renoe or pthtr u.c1 bllld CIIIO'I rroe ren.trlolto ..UIIIIII ~P~Cillcatiou. 

The capital rtQWlreMotl ~ wl" IMtJJdJ8c ot b'llyloa • reCiouy are 

~crta ioly subttaotloL ADOtMt Ylob&e CIP(lM rot toll)' lato IlLII market would bt u 
a reselltr, bleoder or ttldw. AU ol 0... ponkltlldoe Ieveii would require • 

finaoc lal posltloo iA the oiJ 10 be lOki. At tJIJI level, tile tntrlllt would lllhtr 

caraoa from cennen ot ot111r tnden ud b&eld (II rtQWired) 10 marketable 

specificationa. Tho primary f.eUltlee reqvlretlnt WOIIId be ltOfqt taokJ 10 hold ool 

fo r rnale or 10 blend ClfiJtl. AUUIIIIDI the IDtftat lattodl 10 Mil 10 ut ilities. 
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the mlalnuu:a pwchue quatity woGid be lllllf'OIIaa&tly 100,000 co 110,000 barreiJ. 
Thi.J would reprallt oa. bu&t loc. It II poaible 110 11ut IUka with aaitaton for 
blendiaa. The 111011 nuib.. tpproeU would be to ._ I 150,000 blrnl Wlk. Thi1 
would accommodata two b1111 lotdl ot OM IMdi .. capec:lty VUMI. The COlt for 
250,000 ~IITIIJ or lewd acoraa• would be IOOI'Oal•••ly SO.Ol per barrel .,.r day or 
SO.JO .,.r barre l per month. Tow IUk eott (eu .. laa r~au utili&atloll) wou ld be 
approaimataly S75,000 per mooch. 

The prospec:ti,. raeU.r wOilld abo lloMd to uw •• linn of credit to 
finaac.e oil purc:h&MI UJIIU PIYIMDI '1111 nctlwd (roe die C:UIIOmtr. Auumlna the 
tDtfiDI in tended 10 IDOVI I mhUIDIUI o( 1,000,000 bttftla per 1110n1h, it would bl 
nec:euary to finaiiC.I approldmataJy SIS,OOO,OOO fot lS co 40 daya. 

Ahbouab t~ c:urnat burien 110 tlltry laiJO IIlia IDIIUt u a cefiner or 
rueller art 1\lbttaalial, ~y would be 'twa lliaMf e~~QC~~C that ~ dtpruud m te 
or che oil lnd..,try hu c:rnl*l •lllPI• rwt1alty capec:Jty ud IDCrtwd the stonae 
caak c:apac:ity 1\'tilable for 1..... 1'111 COM ol m. I'IIICUI!ltl will inc:reau u the 
oil iodllltry improv• aAd tbt c:vrtal ..,._ a\'lllabWty dlmillia~. Thill, it i1 
reuooable to utic:ipeta tbat funu. eatr)' caadlda11 wll be eort, rather thu ltu, 
renrkti,.. 

A u• compeay coUI allo uw die 8llbl • 1 !Hour wUina cmaJI 
c:uao loa co vtlUIML Ia ~ CUI, 1M bfobr woUI lOt llaw co take a floaoc ial 
posltioa w illa tbt prodct ud WOGid IIICt 11 1 •*• 1 bdwwa refiaen and/or 
ruellen and c:l1iiOIDerL n.. prlaaty barrlet to auy a& mla .. ~ would bl the 
need to have tttablialltd coar.cu whll rtflMit. lndtn llM potencial cuatomtn 
normally active io tht mvktt. Howe,., IIIIa may ICII be I ~ vlab.. apprOilCh if 
an enetrina c:ompuy upec:a 10 tllllkt vtillty lila Fot tUliP... FPL bu informed 
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me tbat they 11'1 haitut to deal • ill 1 bfobr wlllo dote ooc actually bold title to 
the oil beiaa sold u t!lb would be oauidtrtd • llia~·rialt IOGtet. 

Table 2 preseata • liac ol Clllmldy ICtl.- firau capable or supplyina 
ruid to t!lt IOUlbUStiMI utility Clllthc CMI I COOtnc:t bub. ThiJ li.U rcprueau 
the r11au preseally Q.,_ble of supplylq 1M 1041dleuWMI utility ll\l.lktL Some of 
til- rirau abo supply raid to tJse IIIIIUC Ia tile Nonlleat. T"- list of POtent ial 
contract suppll111 10 FPL il IOIIIIWhlt tlloNr. F« IIWDpll, because of the low­
sulfur requlnmeat, Laaovea S.A. il toe 1 Pf'Mil nppU.r to FPL. bur could supply 
oll\lt area utiUll• wltll laa ratUicth• nltur IP'Cilkatiou. t..aaovea refines 
Veauutlu crude oil wltlch haa 1 lllp·tullur coare•t. Ottten, such u Scraeaa1 Oil 
and Gu CompiDY aDd Toroa OU Co~~C~Uy. MU primarily to U.S. Gulf Cou 1 
resellen, but could svpply ulllltltl tllat u.. t!lelr o- 111111P01111ioa and buy io 
suCficitatly lara• quuultla. Ia ill lair req•llt (« bldl to supply requirements for 
1917 and/o. 1911, FPL rtcelvtd 12 PtOOORla UDder cltcu~a~WICM where ooly 12 to 
20 f irms oampell for saltl l1 1 awbt doalaaa.d by 1 few lata• purcha.stn, uch 
firm wiU be cooe«Mitd will tJse actloa « poctatial ractioa of ita rivab. The 
lou or 1 lata• sale, sucll • u FPL oaatnct. W04tld u.lldoubwclly hive a sianifica nt 
effect oa the markle allaN of dial r1nL 

So- ... n-. « rlllllln. dloiiP - OfdJaarily ~~~ or or willina 10 
commlt the raolltCel aec "'' eo .... a!WCJ ~llo• Ia ord41r to compcll in 
the coatriCt IIIAIUt (« low·aallar Rlkl. .. y bt poteatlal spot muktc supplien. 
Table 3 Ustl f'll'ml Ia 1!111 Qttto"'', Tilt DIUDblr of nMDI Ia thil QIIIOIY is also 
small eoouah lllat they llllllt bt lwart ot IJid oaaddu tJse pr;c. offered by the 
otl\en i ll !Mir decbloarrakloa PfOC«<L 

The prlmll')' characwriaclo wlllcll dlatlaaulallee ollaC~C~Cliatlc marktll Ia •II• 
interdepeade~ of 1M Mlll11 Ia till lll&tUt. Cleltly, ia v~w of the relatively 
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small numbtt ol sellen, 1M ratrictloa oa tltry ud 1M uuiJ aumbu or tare• 
buyen, the bida ucS prk.a oUtrtd bJ OM (1111 oU rvpplltr wiU have aa t(fecr oa 
tht prlc:int poUc:y ucS rllt quaatlty aold bJ 1M rtmalaia1 selltrt. A firm wuhina to 
sell res icS to FPL ia thla nwkat c:uaoc lpon 1M tcdou or pric:iaa deciJioas of 
other fiu.\S aacS reasonably upect to pront ia 1M loaa ttra. 

I. [((ul of Qlulotwtt 

Ia S.C:tioD Ul, rllt role ot 4itcloture aact tM (tctOrt c;onducive to pricc­
c:ulliDI iD ollaopotiJdc: IDdwui.. wu cSIICIIIMI. n.. aulysia indlc:atu that the 
factors which fecllhar. '""' dbeouatlaa ate alto l)r9Mat Ia the southeutun 
marktt ror tttid. As discUSMd, tlltrt .,. cvmldy 12 to 20 firms capable or 
!upplyina raid ia IIIII matktt. RaMu.rt or bt'obrt wW ba.,. diffe rear ""' 
struc:ll.lr.. thu refiDtrt. n.. oil illdiiiV}I ie ~k:ally claairled u • hith overhud 
cost indwtry. CoaUKU for raMS ate larp U4 ial'rtqMat. n.. probable net a• ins 
from d isc:ountlna .,.. aruttt wlwlre olden ate latp aact iJI(I't41MnL In the 1bs~ nce 
or public dis4lolure, pra co-loal cou.lcl naroUbiJ be upecttd to remain secret 
for at leur DIM tO twO )'art llader I lola·-- C0tatnct. ADd fiully, tlwi lll)e(ttd 
aa.hu ro uaclarcutt1J11 1M llldliiUJ pricll 10 1 1atp buyu tutJI u F1't. would be 
tara• If '"'ICY Wllld be Ul1liDid. AD ol a-. 8IIUt eharlcteriatka which arc 
present io 1M south r.r. re~ld ..,.. ate c:oM.cl.,. 10 1M anatloa or poet 
coaceuioas. A lilllltlal (lefOr, llo••"'· ..., be clllelotu.n or 1M lack or sccr«y 
s i net price c:oec:.-loal 10 a ala a IIlii 1atp b•yer nell u F1'1. cov 14 cnca a a 
sianifieut lott ol salle ror tM ,. •• ,., •• uU.rt. 

'T'M aaatysil o1 the ruet awbt Ia ·~ F1'1. compete~ iadicatu that 
sellers llave a auana lr.cutlve to araat pricle coeceealou, bvt art mott likely to 
arant them oDiy lr se<:recy caa be auW*L 
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V. CONCLUSION 

1'\llory ~d diM to 1M e&&Ut fiMI suppll• u4 str"•icu 11t 
purclwed ia ollaopollttlo IIIIUta. ,.bUG dllcloe1m ol dttai*S pricina il\form11ioo 
will arudy lllllit 09P0ft•aititl for _,.. price coec .. loM. 1'1111 theory b eveo 
stronau wlwa aPCilW to 1 1att1 1Mtrw Ia reladoa to 1M slu ol tilt marlltt. My 
aoalysla of tile ktllll lll&lbt ladlca• tllat Fft. Ia a very lara• buyer purchuina 
ruel oil ia •• ollaopollltk martel ...,.. lalttdepelldtDCe Ia a key chancttriatie. It 
rouo.... that .... upectad ~ .. DCe ol anatar dbdoturt o( the details or fuel 
traDIICtioot Ia rewer Pf'" eoecaaloM. Ptb eot~C~~alou ia ru.l cootncu result 
io lower Oytttll electricity COlt to rllePiyetS. COAMq .. Dtly, public disclosure iJ 
likely to be dtlliiiMDIIl to FPL lad 111 ,._,.,..... 

Swora bef'ON • ~ L.j~ ., ol Narc'- 1911 Ia the Oluric1 or Columbia. 

NOTARY PUIU 

My commiuloo uplrtt k,tt .Jo. I'J ~1 , I 

nersr 



NOITHIASTUN AND SOlnliiASTIIN 
UTJLITIIS COHSVMING .UfiOXIMAnLY 

500,000 8AQILS PLUS PITIOLIUM Pll MONTH 

.l•lr "'"'' St111C.•kr IHI 

NYIIlW ol 
Delivery Barr.b Ll:sililxlMgasb ~aiDSI s·£111 ~E,bllai 

(I) (2) (l) 
Flor id& Power all4 Lipt 
Comp&Dy 

July I Florida 2,910,000 
Aua~t 9 florida 1,011,000 S.pce m be r 9 Florida 1 z~ ooo 

U02,000 
Canal Electric: Compuy 

July ~~~ ... na 161,000 Autust uu• llama I 092 OOQ 

1,96),000 

Central Hudson Ou and 
Elec:tric: Company 

July 1 ..,.. Yon 902,000 
Aua~t 1 ..,.. Yon 1,012,000 S.ptem~ 1 ..,.. Yon ~2Z 000 

2,*,000 

Commonwealth E4iloe CoePioiJ 
July I S47 ,700 

Conn~t Lla.lu ud Poww 
Compuy 
Aua~t J CoiMCdalt 696,000 

Consolldatt!4 EdboD COIIlllloiJ ol 
New Yorlr: 

July 9 ..,.. Yon 1,110,000 
Auaust 9 Ntw Yon 141,000 S.ptember • ..,.. Yon IIUS,OOO 

),10,000 

nerao 

TAIILI I 
Patt l of l 

Aventt 
Sulfur 

CQDIIDl 
(Pt!<;tnl) 

(4) 

0.1)' 
0.14 
0 11 

2.0) 
209 

u: 
I.) I 
1.2) 

0.67 

0.99 

0.29 
0.29 
0.26 



NOI1'HIASTIIH AHD SOUTHIAsTJJllf 
UTILITliS CONSUMINO .UPaOXIMATUY 

500,000 IAUILS PLUS PITilOLIUM Pll MONTH 

J•IJ ttu.q~ S.Juaw l HS 

Numbet ot 
Dell very Bane II UsilitxlMAalb f!giall Sll• ~mb111d 

(I) (2) (l) 
Florida Power Corpontloa 

July 7 Florida 730,$00 September 7 Florida ~s.ma 
1,374,400 

Lon1 !Jiand Li1btio1 Compa.oy 
July 4 

"""' Yoftl 1,499,000 AUIUit 4 llltw Yoftl 1,636,000 September 4 PWw Yoftl liZ ggg 
4,007,000 

New En11aod Power Compuy 
Ju ly 2 S91,000 Sepetmbet 2 itJ ggg 

1.2~.000 

PeoDJylvtola Power a.od Llau 
Compuy 

July 6 ,....,..... 
S06,000 AUIUit 6 ~ 1,39),000 Sepetmbtr 6 ,.....,...... ill 000 

2.S06,000 

TOTAL 23,976.100 

A venae 
Sulrur 

S:aaSIDI 
(Percent) 

(4) 

1.25~ 
1.14 

2.20 
2.20 
2.30 

uo 
2.04 

0.91 
o.a9 
0.19 

Sou.rce: U.S. Dlptnmeac ol ! Dtf'IY, EM'~)' lat~tioll Admhabtratioo, El..ctrjc 
PQ'«tr Ouamr!Y. Tablll 14, nJnl Qaatw 19U. 

nerao 



TAILJ l 

-----PORNTW. SOUTHIAST 1151D SUPPLilRS 
SlOT MAUlT 

Aetjyt C::pmMny 

Amenda Hn~ Cori)Oratioe 
Amoeo OU Compuy 
Apu 011 Compuy 
B.P. Nortll America 
Btlcllu Oil Compuy 
Challeoaer l'tttoleua (USA). lee. 
Cbtvroa lnttJUliollal Oil CoalpuJ, IIIC. 
ctanDdon Marlletlne, 110. 
Eultf11 Staboatd Pttrolna Compuy 
Hill l'tuoleum Coepuy 
Koell FIMII, lac.. 
LIIOYtA S.A. 
New Enalud l'ttrolaua Co•puy 
Phibro DIJtribiiiOn C~ 
Scallop Ptcroleum Compuy 
S.rae~~~t Oil aacl OU Compuy, lac. 
TautK. )II Compeay 
Transworld OU (USA}, loc. 

RtOMr 
(I) 

Y• 
Y• 
No 
~0 
No 
No 
No 
No 
No 
Y• 
Y• v. 
No 
No 
No 
No 
No 
Y• 

nerB' 

Lona· Tt rm 
Trallli)Ortalioo 
COwg gr l••st l 

(2) 

Yet 
Yn 
Ya 
Yn 
Ya 
No 
Ya 
No 
No 
No 
No 
Yet 
No 
No 
Yn 
No 
Nc. 
No 



ATTACHMENT E 

BEFORE THE 

fi,.QRIOA PUBUC SERVICE COMMISSION 

STATE OF FLOAIOA) as 
COUNTY OF DADE ) 

AFFIDAVIT 
Docket No. 850001·EI 

Before mo. the undersigned outllollty, Eugene Ungar appeated, wllo being du ly sworn 

by mo. ~aid and testified· 

My name is Eugene Ungat; my busln8$s address Is 9250 W. Flagler Sl/eel. Mlallll, Florida 33174. 

t am emptooted by Florida Power & llght Company ("FPL j as a FOI'ec:uting Speclaist ln tho Business 

Systems Oepanment. I received a Bachelol'a Degree In Chemical Engineering from Cornel UniverSJty In 

t972 In 1974. I received a Mastel's Degree In Bualness Admlnisllallon from tho Unl •orsity of Cnocago. 

From 1974 to 1984, I was employed by Mobil OH Corporallon wllero I served as a San•or Stall 

Coordinator and Supervisor in lho Corporate Supply & Distribution Department, and tho Worldwide Relining 

and Marketing Division's Strategic Supply Planning and Conl/ollel's Oepattmenll ln posltlons ol lncroasing 

rosponslblloty. 

In January ol 1985, ljoinod FPL 11 a Seolor Fuel Engineer and was responsible for the luol pt•ce 

forocutong and fuel-related planning projects. 

In January ol 1988, 1 was glvan tho lidded responslliGty for being Team Leader lor FPL's Forecast 

Rovlow Board Task Team. 

In September of 1988. I was named Principal Engineer. 

In June ot 1989, I was given tho addod responsibility tor tho Regulatory Servlcoa Group in the Fuel 

Resources Department. 

In July of 1991, 1 was named Principal FueiAnalysl 

tn OCiober of 1993, twas named Forecasting Speclahl. 

t have revoewed the alfldavit of Dr. Pamela J. Cameron, dated March 4, 1987. The cond•t.ons c. ted 

In Or Cameron's alfidav•t. thai lod to her conclusion !hal the matlcat In which FPL buys fuel oil lS 

ologopo~tlc. are still we today. The reasons lor thlt are as loiOwt: 

A. Tablo 1 attached hereto Ia an updated varslon of Or. Cameron's Table 1 ahowlng lhe relative 

size or residual ruel oil purchases lor tho major consuming utUitles In tho Southeast and the 
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NonhOasL Ot tho 4 ulllf.Jes who had residual fuel oil purchases or more th.an 6 mmoon t>arrels 

on t993, FPL is clearly the single largest buyer, especial)' In the Southeast. 

B. Tablo 2 auached hereto Is an updated version of Of. Cameron'a Table 2 (Contract Suppliers) 

and Table 3 (Spot Market Suppliers). II Identifies those firms currently capable of supplying 

residual fuel oil to the Southeastern utility millie! on a contract or apotl:luos. Corcumstances 

today do not require a diHerenliation ot aupplet1 betwoon the contract and spot (one delrve<y 

contrnct) markets. Since some ol these aupplers cennot always moot FPL's sulfur 

spocl!icatlons. tho list ot potential contract aupplers to FPL Is somewhat ~honer. tn 1986, thoro 

were 23 potential fuel Oil supplierl to FPL; In 1994, 111ere are currently 29 potont'l!l tuol oll 

suppliers. In Its current request lor bids en supply a portion of FPL •a fuel oil requirements under 

contract tor tho 1993 through 1995 period, FPL received 5 l)l'oposats. Under circumstances 

where only 25 to 30 lorms eompe:e tor sales In a IM/kel dominated by a lew large purchasers. 

each form (s•-ploer) wlU be concerned with the actions or potential readlons ot •ts nvals. 

Tno Information shown In columns P and 0 of the 423·1(1) report lncludas lntormatoon on tho 

terminating and transportation markets and the fuel oU volume and quarrty Inspection market. In 1987. FPL 

was only abiO to find elght qua~tled parties with an Interest In bidding termtnallng and transponatlon 

SONICOS. Ot those. tour responded with transportatlon proposals and allt woth termonaling proposals Due 

to lhEI smau demand on Ftonda tor both ot these services. marlult entry Ia ditflcuh. Consequently. d•sclosuro 

o f this contract data Is reasonably likely to rosu" In Increased prk:es lor termlnaGng and trnnsportahon 

services 

Petroleum onspecnon servoe»s also have the market etwactttfatlet of an oligopoly Duo to tno 

hmoted number or fuel terminal operauons. thoro are correspondingly IWN requirements tor tuel lnspectoon 

serviCes. In FPL's last bidding process lor petroleum Inspection servleet In 1991. only live qua5tled bidders 

were found for FPL 's bid soliCitatiOns Consequently. dlaclos~ ollhe contractual Information (I o . pflcOS. 

terms and condiltOns) olthose aorv~e:os would have 1111 nmt ntglllve effect on FPL .. ab•lrty to contrac1 

lor such services as would tho disclosure ol FPL'a l)l'lces lor residual (No. 8) tuet oil doWoeatOd on Or. 

Cameron's athdovlt That ls. purau~ntto economic theory, disclosure or l)l'lctng lnlormatJon by o buyer ln 
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an ollgopotistic market is likely to resuh In a withdraw al or price concessions to that buyet,lhereby lmpatMg 

tho buyer's ability to nogotlato contraC1s In the future. 

The adverse effect or making Information o'f this nature avallablo to aupplleta Is ovldenced by the 

olllndustry•s reaction to pJbllcatlon of FERC form -423. That form dlacloses a d41Uverod price o f fuel oil. 

Bocause of the importance of this Information to fuelsuppUera, 5everaJ lttVIt:a arose which compiled ana 

sold this Information to suppfle11 that are only too willing to pay. We expect that a slrmtttr •cottage 

Industry· would develop If the FPSC 423·t (a) or 423·1(b) data were made pubic. Therefore, thO publiCatiOn 

of th1s Information w1n be made readily available to the fuel suppliiera, and lhls win unlmatefy act as a 

detriment to FPL·s ratepayers. 

TI'IO tnformauon which FPL sooks to protect from disclosure Is oonttiC1ual dato that•s treated by 

FPL as prop11ofary confidential business Information. Aocess within tho company to this lnlormatoon Is 

restroctod This In I ormation has not, to the best of my knowledge, been disclosed elsewhere. Furthermore. 

pursuant to FPL"s fuel contracts. FPL is obligated to use al reasonable efforts to malntaln the ocnlldontia~ty 

of the 1nlormatron ldentrlied as confidential •n Atlachments A and C of FPL'a Request lor Spec1fiod 

Conl•dontoal Classtl•catoon 

The pr1C1ng 1nlormab0n appeanng on FPL's Form 423·1(8) or 423·1(b) lor which conr.aenbat 

ctass•hcahon •s sought should remain conf•dontlal lor tho llme period the contract Is In offoct, plus sl• 

months. DisclOsure of pncing Information during the contraC1 period ot prior to tho negotiation of a now 

contract 1s reasonably likely to Impair FPL's ability to negotiate future contract:a u described 8bovo 

FPL typ.caDy negotiates now residual (No. 6) fuel oil contract:a 111\d fuel rellltod services contracts 

proor to the end ol exJSfng contracts. Howover, on occasion some conl18C1 negotiations are notl'inaltzed 

until aflor tho end of tt•" contract period or Clllitlllng contrac1J. In thoH lnltalleet. the now conuacts 818 

typ.caly nogohated wothrn thO nextalx months. Consequently,lt II ,_.,lry to maintain tho contldentiai ty 

of tho 1nlormat10n idenbliod as conhdenf}BI on FPL'a Form 423·1(1) or 423·1(b) lor 1lx monthlafter the end 

o. tho lndovl<lual contract poriOd the Information relallls to. 

W1th respect to residual (No. 8) fuel on prloe Information on the Form 423·1(1) or 423· 1(b) lor 011 

that w as not purchased pursuaf•l •o an nlfoady exttllng conttact, and tho torma of the ogrooment under 
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which such luol oJIIs purchased are lulflllod upon de lively, FPL requeslllhe price Information ldan 111/0d us 

c::onlidential In Auachmonts A and C of FPL'a Request lor Specified Conlldontlat Classification lbo kopl 

c::onltdantial lor a periOd ol six months altar the delivefy. Six montht Is the minimum amount or 11ma 

nocoss31y lor c::onltdonttaLty ol these types of purchues to alow FPL to ulillLe its market prasonco In 

ga1ning priCe concessions durlno seasonal lluctuatlons In the C:etrlllld lor residual (No. 6) 'luol 011 

Disclosure ol this Information any sooner than six months alter completion ot the ttansaction Is reasonably 

likely 10 Impair FPL's ability to negotlalo such purchases. 

In summary, It b my opinion that the conditions d ied by Or. Cameron In her affidavit are still valid. 

and that the markOts In which FPL buys fuel oil, and luel oil retaltd HIVIctl, are oligopolosiJC 

In aod1U0n, th1s aH1<1avitls in support of FPL's Requnt for Confldlntlll Clalallicauon ol No 2 fuel 

oil prlcelnlormatlon round on FPL's Form ~23· 1 (a). Tho No. 2 fuel oillnlorrnatlon Identified on Attachments 

A and C In FPL's Ruquost lor Confidential Classification Is propr1etaly confidential business Jnrormalion as 

that term IS dolinOd In §366.093, F.S. As such. disclosure ot thll contlaC1Ual oata would Impair FPL's ab1loty 

to contract tor No 2 luol oil on tnvorable to. ms In tno future. 

No. 2 ruol ollls purchased through a bidding process. At the request of the No. 2 tual oil svPI)bers. 

FPL has agreed to not publlcly disclose any suppllor'a bid. This non·dltclosure agreemonl prolocts .~ath 

FI'L's ratepayers. and the bidding suppliers. As to FPL's ratapayara, the non·publlc bld<l1ng procedure 

provides FPL w1th a greater variation in the ranoe of bldt that would otherwise not be avaltable If the bi<Js. 

or the w1nmno b•d by •tsa~. wore publicly disclOsed. With pubic disclosure ol the No. 2 luet oil pricos round 

on FPL's Form 423·t(a). the bids would narrow to a closer range around the tut wlnnino bod e~m1natmg 

ttle possibility that onn suppGor mighl. basOd on hit economic altuatlon, come In aubatant1a"y lower than 

1110 OlhOr suppllors Nondisclosure •kowlso protactll the auppllera lrom cllvulglno any economic advantage 

that aupp!.er may have that the others ha• e not dia<:Overact. 

The No 2 ruot ool prldno lnlorrnatoon appearino on FPL'I Form 423· 1(1), for which c::onfldontoal 

... ~assrllcatJOn is sought, should remain conlidentlal lor the time period the contract Is In ellact, p~s s1x 

months. Disclosure or prldno Information during the conttact period or prior to the negouauon or a now 

contract ts reasonably lokely to lm~lr FPL"a llblllty 10 negotiate future contractl as doscr1bo0 abovo 
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FPL typic.aly negotiates Its No. 2 llhll oil contracts ptlor 10 the end of audl conltaclS However. on 

ocaslon somo contraclS are not negotiated unbl alter the end or the C\lfrent contract ponod In ltlose 

Instances tho contracts are typlcany renegotiated within abt montht. Consequently. it Is necossary to 

maintain tho con,, ::lont.lallty ol tho Information ldonUned u conlldentlal on FPL 'll Form 423·1 (a) lor s•x 

months allor the ond or the Individual contract period the Information relates to. Disclosure ol tn•s 

lnlormat10n any sooner than a!x months alter completion ol the transaction Is reasonably l•ksly to mpaor 

FPL's ability to nogotiale such contracts. 

Further aH•ant sayeth naught 

State ol Flondo 

County ol oaoo 

) 
) ss 
) 

The loregoing Instrument was acknowledged before me thlt 'Z!I!:'day of March. 1995 In D3do 

County, Florida by Eugene Ungar, who Is personaly known to me and who did taJce an 

N 

6mCJfla A. Ac,Q.s,___ 
Name ol No!My 

QcJ!p{#LZ 
Setlal Numbet 



So •reo 

TABLE 1 

NORTHEASTERN AND SOUTHEASTERN 
U1l UnES PURCHASING APPROXIMATELY 

8 MIWON BARRELS PLUS PETROLEUM IN 1D83 

UI~IM!Ob 

Florida Power & L~hl 
Company 

Canal El&c1Jic Company 

Florida Power Corporauon 

LOOD Island Ughlltlg 
Company 

Average 
Sulf\A-

Sta)l Ell IIIII CIUs:OI 
1000) (Poroenl) 

Florida 37,902 1.57 

Musachusetll 7,688 1 54 

Florida 10,788 1 85 

Now York 9,747 0 90 

U.S. Deparvnanl ol Enorgy, Enorgy lnforrrn1110n 
Admlnlsltatlon, E!ftc!dc: Ppwer Monmtv Apnl 1994.Table 

65. 



TABU: 2 

POTENTIAL SOUTHEAST RESIO SUPPUERS 

Actrve C ompany 

Amerada Hess Corp. 
BP North Am(l(ica 
Chevron International OH Co. 
Clarendon Marketfng. Inc. 
Clark 0 11 Trading Company 
:oastal Fuens Marketing. Inc. 
Enjet Inc. 
Global Polrotoum Company 
lntornor Trade, Inc. (Brazil) 
John W. Stone 011 01st. 
Koch Fuels 
Kerr McGee 
Las Energy Corp. 
Lyonden Petrochemical Co. 
Metanege~schatt Corp. 
Northeast Petroleum 
Petrobras 
Pellotea 
PI\Jbro Enorgy Inc 
R•o Energy lntornatJO•.at 
Stewan Petroleum Corp. 
SMnes lnleroit, Inc. 
Sun O il Trad•no Company 
Tauber 0 11 Company 
Texaco 
Tosco Oil Company 
Transworld O il USA 
Trlntoc 
V1t0l S.A. Inc 

YES 
YES 
NO 
NO 
NO 
NO 
NO 
NO 
YES 
NO 
YES 
YES 
NO 
YES 
NO 
NO 
YES 
NO 
"40 
~0 

NO 
NO 
YES 
NO 
YES 
YES 
YES 
YES 
NO 

Prevlout 
Supplier ol FPL 

CpotrJmiSPOI 

YES/YES 
YES/YES 
NO/YES 
YES/YES 
NO/YES 
YES/YES 
YES/YES 
NO/YES 
NOINO 
NOiNO 
NO/YES 
NO/YES 
NO/YES 
NOINO 
NOINO 
NOINO 
NOINO 
NO/YES 
NO/YES 
YES/YES 
NOINO 
YES/YES 
NOINO 
NO/YES 
NO/YES 
NOIYES 
NOINO 
NO/NO 
NO/YES 

Source: Data provided by Floftdl POMr & Ught Company (March 7, 1895) 

Note: 1) Th la llblt aorvea 11 the flat for both contract and epot aupplltra (Teblt 2 & Table 3) 
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CERTIFICATE OF SERVICE 

I HEREBY CERTIFY that a true and correc t copy of Florida Power 
~ Liqnt Company 's Request for Confidential Classification of the 
For m 423-1 (a) for January, 1994, was forwarded to the Florida 
Public Service Commission via Airborne Expr ess, and copies of the 
Request for Confide ntial Classification without Attachment A werE> 
mailed to the i nditiduals l isted below, all on this 24th day o f 
March, 1995 . 

Barbara A. Salzer 
Florida l'ublic Se r vice Commission 
101 East Gajnes Street 
Fletche r Bu ilding 
Tallahassee , FL 32399 

John w. McWhirter, Jr . , Esquire 
Joseph A. McGlothli n, Esquire 
McWh irt er , Reeves McGlothlin, 

Davidson, etc . 
P . 0. Box 3350 
Tampa , PL 33601-3350 

c . Edison Holland , Esquire 
llcqq s & Lane 
P . 0 . llox 129!>0 
Pensacola, FL 32576 

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

Robert s . Goldman, Esquire 
Vickers, Caparello , French & Madsen 
P. o . Box Drawer 1876 
Tall~hassee, FL 32302 

Mr. Prentice P. Pruitt 
Florida Public Servico 
Commission 
101 East Gaines Street 
Flet cher Building 
Tal lahassee, PL 32399 

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

Lee L. Wil ls, Esquire 
James o. Beasley, Esquire 
Ausley , McMullen, McGehee 

Carothers & Proctor 
P . o. Box 391 
Tallahassee, PL 32302 

Lee G. Schmudde, Esquire 
Reedy Creek Utilities, Tn~. 
P. 0 . Box 40 
Lake Buena Vis~a, FL 32830 

James A. HcCee, Esquire 
P . o. Box 14042 
St. Petersburg, FL 33733 



Zor C. Perkin, Esquire 
Sutherland, Asbill & Brennan 
127~ Pennsylvania Avenue, N W. 
8 th Ploo r 
Washington, D. C. 20004 

Occidental Chemical Corpo ration 
~:norgy Croup 
P. 0 . Box 809050 
Dallas ,TX 75380-9050 

S HP/SS k 

Jos ephine Howard Staffor d 
Assista n t City Attorney 
315 East Kennedy Blvd. 
Tampa , FL 33 61 5 

St even H. Feldman 
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