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AIRBORNE EXPRESS 

June 13, 1995 

Hs. Blanca s . Bayo, Director 
Division of Records and Reporting 
Florida Public Service Commission 
Betty Easley Conference Center 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399 - 0850 

Re: Docket No. t50001-BI 

Dear Ms. Bayo: 

Enclosed for filing with the Commission in Docket No. 950001- EI are 
the following: 

FPL' s Request for Confidential Class.ification - Fifteen 
copies of FPL ' s Request For Contidential Classification of 
certain Information Reported on the Commission ' s Form 423- 1 (a) 

f or the month of April , 1995 with Attachments B, c, D and E 
are enclosed. The original Request tor Confidential 
Classi fication of Certain I nformation Reported on the 
Commission' s Fo~ 423-l(a) with Attachments A, 8, C, D and E 
is enclosed. F>lease note that Attachment A is an uned ited. 
Form 423-l(a) and therefore needs to be treated as 
confidential. 

If you have any questions regarding this transmittal o r the 
information filed herewith, you may contact me at (305) 552- 272 4. 

~~(:.{~ r-
Senior Attorney 
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BZI'OU '1'JIB 

POBLIC SZRVICB COKKISSIO~ 

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

) 
) 
) ________________________________ ) 

Docket No. 9 50001-EI 

REQOZST J'OR COD'IDIDITIAL 
CLASSIJ'ICATIOM OJ' CBRTAXW ID'ORXATION 

R!:PORTBD ON THE CONKISSIOII1 8 I'ORX 423- 1 (a) 

Pursuant to §366.093, F.S. and Florida Administrative Code 

Rul e 25- 22.006, Flor i da Power & Light Company ("FPL" ) reques ts that 

the Florida Public Service Co111111ission ("Collllllission") c lassify as. 

confidential information certain information reported on FPL ' s 

April, 1995 42 3 -1 (a) Fuel Report as delineated below. In support 

o f i ts request f PL states : 

1. FPL seel:s classific.ation of the below s pecified 

information as proprietary confidential business information 

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

provides : 

( 1) * * * Upon r equest of the public util ity o r 
other person, any records received by the commission 
which are s hown a nd found by tho commission to be 
proprietary confid e ntial business inf ormation shall be 
kept confidential and sha l l be exempt from s. 119. 07(1) . 

(3) * * • Proprietary confidential business 
information includes, but is not limited to: 

(d) Information concerning bids or other 
contractual data, the d i sclosure of which would impair 
the efforts of the public utility or its affiliates to 
contract for g ood s or ae1vices on favorable terms. 
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2. I n applying the statutory standard delineated i n paragraph 

1, the Commi . ion is n ot requi red to wa igh the merits of publi c 

disclosure relative to the interests of util ity customers. The 

issue presented to the Commission, by this pleading, is whether the 

information sought to be protected tits within the s t atutory 

definit ion of proprietary confidential business i n formation, 

§366.093, and should therefore be exempt from §119 . 07( 1) . 

3 . To establish that material is proprietary confidential 

bur.iness information under §366 . 093(3)(d), F.s., a utility must 

demonstrate (1) that t h e i n format i on is contractual data, and (2) 

that the disclosure o f t h e data would impair the efforts of the 

utility to contract for goods or services on favorable terms. The 

Commiss ion has previously rec ognized that this latter requirement 

does not necessitate the s howing of actual impairment o r the more 

demanding standard of actual adverse results; instead, it must 

simply be shown tnat d isclosure is "reasonably likely" t o impa1r 

the c ontracting for goods o r services on favorable terms . Sec 

Order No. 17046, at pages 3 and 5. 

4. Attached to this pleadi.ng and incorporated herein by 

reference are the following documents: 

Atta c hme nt A) A copy o f FPL ' s April, 1995, Form 423-l (a) with the 
i nformation for which FPL aeoko conf idential 
classificatio n highlighted. This document is t o be 
treated as confidential . 
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Attachment B) An edited c opy of FPL's April, 1 995 Form 423-l (a) 
with the information for which FPL seeks 
confidential classification edited out. This 
document may be made publ! c . 

Attachment C) This doc ument is a line by line jus tificati on 
matrix identifyin9 each item on FPL's Form 423-l(a) 
for which confidential classification is s ought, 
along with a writt en explanation demonstrating t hat 
the information is: (l) contractual data, that (2) 
the disclosure of vhich vould impair the efforts o f 
the utility to contract tor goods or services on 
favorable terms. 

Attac hment D) The affidavit of or. Pamela Cameron. Dr. Cameron' s 
affidavit was previously filed with FPL ' s orig i nd l 
Request For Confidential Classification Of Certain 
Information Reported On Tbe Commission's Form 423-
l.LA..l. on March 5, 1987, in this docket. It is 
refiled with this request for the conveni ence of 
the Commission. Attachment E updates Dr. Came r on' s 
affidavit. 

Attac hment E) The affidavit of Eugene Ungar. 

5 . Paragraph 3 identifies the two prongs of §366 . 093(3) (d), 

F. s . , whi ch FPL must establish to prevail in its request for 

confi dent1al cl , ssification ot the information i dent ified by 

attachments A and c. Those two pr,ongs are conclusively e s tabl ished 

by the facts presunted in the affidavits attached hereto as 

Attac hments D and E . First, the identified informat ion is 

contrac tual data. Second, disclosure of the info rmat ion is 

rea sonabl y likely to i mpair PPL'a ability to contrac t f or goods and 

s ervices, as discussed in Attachments c, D and E. 

6 . FPL seeks confidential classification o f t he per barrel 

invoice price of No. 2 and No. 6 fuel, and related informat ion, the 

pe r barrel terminaling and transportation charges , and the per 
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barrel petroleum i nspection charges delineated on FPL ' s Form 42J­

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

and c. 

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

FPL seeks to protect is easily demonstrated - once one understa~ds 

the nature of the market i n which FPL as a buyer must operate. The 

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

market is an oligopolistic market . See cameron a nd Ungar 

affidavits. In order to achieve the best contractual prices and 

terms i n an oligopolistic market, a buyer must not d isclose price 

concessions provided by ~ny given supplier. Due to its presence in 

the market for No . 6 fu~l oil, FPL is a buyer t hat is reasonably 

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

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

in a n oligopolistlc 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. ~ee the affidayits of Cameron and Ungar . 

a. The e conomic pri nciples discussed in paragraph 6 and or. 

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

data relating to terminaling and transportation charges, and 

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

9 . The Commission need only make two findings to gran t 

conf idential classification to the No. 6 fue l oil i nformation 
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identified as confidential in Attachruents C and D, t o wit: 

(a) That the No. 6 tuol oil data i denti fied is contractual 
data. 

(b) That FPL's ability to procure No. G fuel oi l , t e r mi na l i ng 
a nd transportation services, and petro leum lnspectior. 
services is reasonably likely t o be impa ired by the 
disclosure of the information ident i fi ed because : 

(1) The markets in which FPL, as a buyer, must procure 
No. 6 fuel oil, terminaling and transporta t i on 
services, and fuel i nspection serv ices are 
oligopo,listic 1 and 

(ii) Pursuant to economic theory, a substant ia l buyer i n 
an oligopolistic market can obtain pr ice 
concessions not available to other buye r s, t he 
disclosure ot which would end s uch conccss ions, 
resulting in higher prices to that purc haser . 

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

information, identified in Attachments A and c as confidential 

information, is inherent in the bidding process used t o p r ocu re No . 

2 fuel oil. Without confidential classification o f the pr ice FPL 

pays ! or No . 2 fuel oil, PPL is reasonably l i kely to experience a 

narrowi~9 of the bids offering No . 2 fuel oi l. The range of b i rts 

is expected to converge on the last reported publ ic p r ice, thereby 

eliminating the probability that one supplier wil l subst antia l ly 

underbid the other suppliors based upon t hat supplier' s own 

e conomic situation. See Ungar affidavit. Consequent l y, d isclosur e 

is reasonably likely to impair FPL's abil i ty t o negotia te fu tur e 

No . 2 fuel oil contrac ts . 
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11. FPL requests that the Commission make the foll owing 

findings with respect to the No. 2 fuel oil information identifi~d 

in atta~ menta A and C: 

a . That the No. 2 fuel oil data i denti fied is 
contractua l data : and 

b. That FPL's ability to procure No. 2 fue l oil is 
reasonably likely to be impa i red by the disclosure 
of the information identified because: 

(i) the b idding process through which FPL obta i ns 
No. 2 f uel oil is not reasonably expected to 
provide the lowest bids possible if disclosure 
of the last winning bid i s , in effect, made 
public through disc losure of FPL ' s Form 423-
1 (a). 

12. Additionally, FPL believes the importance of this data t o 

the suppl iers in the fuel market is potently demonstrated by the 

blossoming of publications which provide utility repo rted fuel data 

from FERC Form 423. The disc l osure of the information sought t o be 

protec ted herein will no doubt create a cottage i ndustry of des ktop 

publishers ready to serve the markets herein identified. 

13 . FPL requests that the information for which FPL seeks 

conf ideutial c lassi tication not be deolassif ied until the dates 

specified in Attac hment c. The t ime periods request ed are 

necessary to a l low FPL to utilize its market presence in 

negotiating future contrac ts. Disclosure prior to t he i dentified 

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

fu ture contracts. 

14. The material identified as confidential information in 

attachments A and c is i ntended t o be and is treated by FPL as 
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private, and has not otherwise been publicly disc losed to the best 

of FPL ' s knowledge and belief . 

WHEREFORE, FPL respl.c tfully requests that the Commission 

c l assify as confidential i nformation the information ident ified in 

attachments A and c which appears on FPL'a unedited Form 42 ~ -1(a) 

Date: June 13, 1995 

7 

ct!ully submitted, 

Sm th 
Senior Attorney 
Florida Power & Light Company 
P. o. Box 029100 
Miami, Florida 33 102-9100 
(305) 552-3924 
Florida Bar No. 0869181 
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Justification for Confidentiality for AprU, 1995 Report: 

FOAM LINECS) 

423-1 {a) 1 - 2 

423-1 (a) 1 • 2 

423-1 (a) 1 - 2 

423-1 (a) 1 • 2 

423- ·,(a) 1 • 2 

423-1 (a) 1 - ~ 

423-1 (a) 1 • 2 

423-1 (a) 1 • 2 

423-1 {a) 1 • 2 

423-1 (a) \J/A 

ATTACHMENT C 

Docket No. 950001-EI 
May, 1995 

COLUMN RATIONALE 

H ( 1 ) 

(2) 

J (2). (3) 

K i2) 

L (2) 

M (~}. (4) 

N {2). (5) 

p (6). {7) 

a {6). {7) 

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

--------------------------------------------------··-·Ratloillle for confldentlallty: 

{ 1) This information is contractual information which, if made public, "would impair the 

efforts of {FPL} to contract for goods or services on favorable terms." Section 
366.093 (3) (d), F.S. The information delineates the price FPL has paid for No. 
6 fuel oil per barrel for specific shipments from specific suppliers. This information 
would allow suppliers to compare an individual supplier's price with the market 

quote for 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 for that day and (2) a transportation charge for 
delivery at an FPL chosen port of delivery. Discounts and quality adjustment 
components or fuel price 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.b. 
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, e:tect1vely 
eliminating any o,:.,>ortunity for a major buyer, like FPL, to liSe its markei presence 
to gain price concessions lrorr any one supplier. The end result is reasonably 
ll!<ely to be increased No. 6 fuel oil prices and therefore Increased electric rates. 
Please see Dr. Cameron's affidavit filed with FPL's Request for Confidential 
Classification which discusses the pricing tendencies of an ollgopolistic market and 
the factual circumstances which identity the No.6 fuel oil market as an oligopolistic 
market in the Southeastern United States. As Dr. Cameron's affidavit discusses. 
price concessions in an oligopolistic market will only be available when such 
concessions are kept confidential. Once the other suppliers learn of the price 
concession, the conceding supplier will be forced, due to the oligopolistic nature 
of the market, to withdraw from future concessions. Consequently, disclosure of 
the invoice price of No. 6 fuel oil paid by FPL to specific fuel suppliers is 
reasonably likely to impair FPL's ability to negotiate price concessions in fu ture No. 
r, fuel oil contracts. 

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

(3) Some FPL fuel contracts provide for an early payment Incentive in the form of a 
discount reduction in the Invoice price. The existence and amount of such 
d1scount is confidential lor the reasons stated in paragraph ( 1) relative to price 
concessions. 

(4) For fuel that does 110t meet contract requirements, FPL may reject the shipment . 
or accept the shipment and apply a quality adjustment. This Is, in effect, a pricing 
term which is as important as the price Itself and is therefore confidential lor the 
reasons stated in para~raph (1) relative to price concessions. 

(5) This column is as important as H from a confidentiality standpoint because of the 
relatively few times that there are quality or discount adjustments. That is, column 
N w111 equal column H most of the time. Consequently, it needs to be protected 
lor 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 Q are algebraic 
variables of column R. Consequently, disclosure of these columns would allow a 
supplier to calculate the Invoice or effective purchase price of oil (columns H and 
N) by subtracting these columnar variables from column R. 
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(7) Terminaling and transportation services in Aorida tend to have the same. it not 
more severe. oligopolistic aHnbutes 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 
serv1ces. 01 these. lour responded with transportation proposals and six w1th 
terminaling proposals. Due to the small demand In Aorida for both of these 
services. market entry is difficult. Consequently, disclosure of this contract data 
is reasonably likAiy to result in increased prices for termlnaling and transportation 
services. 

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

(8) This information is contractual information which, If made public. "would impa~r the 
ellorts of [FPL] to contract for goods or services on favorable terms: Section 
366.093 (3) (d), F.S. The information delineates rhe price FPL has paid for No. 
2 fuel oil per barrel for specific shipments from specific suppliers. No. 2 fuel oil is 
~urchased through a bidding process. At the request of the No. 2 fuel oil 
suppliers, FPL has agreed to not publicly disclose any supplier's bid. This non­
disclosure agreement protects both FPL's ratepayers, and the bidding suppliers. 
As to FPL's ratepayers, the non-public bidding procedure provides FPL with a 
greater variation in the rar.ge of bids that would otherwiso not be available it 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 suppliqrs. Non-disclosure likewise protects the suppliers from divulgang 
any economic advantage that supplier may have that the others have not 
discovered. 
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Date of De~sslficatJon : 

FORM UNElSl COLUMN DAlE 

423-1 (a) 1 H-N 05/31/9G 

423-1 (a) 2 H - N 10/31/95 

423-1 (a) 1 - 2 p 03/31 /99 

423-1 (a) 1 - 2 a 06/30/96 

423-1 (a) N/A H, I, K, L, N, A 12/31 /95 

.............................. ........... _ ....... ___ .. ____________ 
Rationale: 

FPL requests that the confidentiaiinformation identifled above not be disclosed unt1l the 
identified date of declassification. The date of declassification is determined by add1ng 
6 months to the last day ot the contract period under which the goods or services 
Identified on Form 423-1 (a) or 423-1 (b) were purchased. 

Disclosure of pricing 1nformation 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 renegotiates its No. 6 fuel oil contracts and fuel related serv1ces contracts 
prior to the <>nd of such contracts. However. on occasion some contracts are not 
renegot.iated, until after the end of the current contract period. In those instances. the 
contracts are typic.ally renegotiated within six months. Consequently, it is necessary to 
maintain the confidentiality of the information identified as confidential on FPL's Form 
423-1 (a) or 423-1 (b) for six months af1er the end of the individual contract penod the 
information relates to. 

With respect to No. 6 fuel oil price information on the Form 423-1 (a) or 423-1 (b) lor 011 
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 conlldentlal be kept confidential for a period of six months alter 
the delivery. Six months Is the minimum amount of time necessary lor coniidentiahty l.l f 
these types of purchases to allow FPL to utilize its market presence in gaining pr~ce 
concessions during seasonal fluctuations In the demand for No. 6 tuel oil. Disclosure of 
this information any sooner than six months attar completion of the transaction Is 
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reasonably likely to impair FPL's ability to negotiate such purchases. 
The No. 2 fuel oil pricing information appearing on FPL's Form 423·1 (a) or 423-1 (b). tor 
which confidential classification Is sought. should remain conlidentil:ll for the time penod 
the contract is in effect, plus six months. Disclosure of priClng information durmg the 
contract period or prior to the negotiation of a new contract i~ reasonably ltkely to rmparr 
FPL's ability to negotiate future contracts as described above. 

FPL typically negotiates its No. 2 fuel oil contracts prior to the end ot such contracts. 
However on occasion some contracts are not negotiated, until after the end of the current 
contract ~eriod . In those lns,tances the contracts are typically renegotiated within siv 
months. Consequently, It is necessary to maintain the confidentiality of the inlormallon 
identified as confidential on FPL's Form 423·1 (a) or 423·1 (b) for six months alter the end 
of the individual contract period the Information relates to. 
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ATTAC HWBNT 0 

lliOII TH. 

FLOIIDA PUILIC SEIVICI COMMISSION 

) 
DISTRICT Of COLUMIIA ) a 

) 

AFnDAvtT 
Docuc ~. 1'70001-EI 

Before me, t.he undenianed authority, Pamela J. Cameron appeared, who 
beina duly sworo by me, sald aod tatifllct ' 

f. INTRODUCTION 

My name iJ Pamela 1. Cameroe; my blaal.- addrasa is ·1100 M Street, 
N.W., Suite 600 Soutll, Wulililatoe. D.C. lOOU. I ... employed by the Nat ional 
Economic Rtsca~cb Auociata, lac. (NEAA) M a Sea)« AoaJyst. I re«ived my B.S. 
in Businw Admioistratioo from Teau Tecla UDlvtrtlty lo 1973, my M.A. in 
Economic:J from the UDlvenicy ot Oklabo.. Ia lt16 IDd my Ph.D. in Economics 
from the Uoivenit'/ o( Otdaho .. ia 1915. My .. jor ntldl o( sNdy have been 
lodwtr ial Oraaoizatioo, Pl. bUc Flauce ud Eco.o•auka. 

Since 1912. I uve beea eeployoe4 by eco.oaale uct reaulatory c:oasultina 
firms providlna wrv-. nladq 110 utility rtpladoe. I uve directed numerow 
projectJ includioa matbt ualydi. .. acqtdaltioe ud coetract oeaoliatloo, and 
alternative fuela evaluaUoa. 

I have bleo ukld by Florida Power ud Uallt Compuy (FPL) to evaluate 
the muket in whicb FPL buys fllel oU aacl 110 del!lrm!M what impect, if atSy, public: 
disclcnure of certa.i• fuel UU~Ktloa data .. llhty 110 have oo FPL and iu 
ratcpayen . Specifically, the data I wlU add,.. II the detailed price informat ion 
reponed oo Florida Public Service Commluioo FonD 4231. 



-2-

The imp~t of pubUc dbclolurt ol price iAt'orcatloa depcadJ 011 tile 
Slnu:turl or thl mukttl involved. 14 IM rollowlna MCtlou I dltci&U the economic 
framework r~.~r eval~atiaa tM sii\ICtllrt ol catkttl, the role of disclosure io 
oliaopolistic markttJ aod review 1M citcuiiU~Uea ol FPL's fuel oil purchases usina 
this framework. The f"UI&I sactloo sllftUIWI.qa my coochuiou. 

II. THE ECONOMIC THEORY OF MAIIITS 

Economic theory prtdictl that the behavior or individual firms and ~~~~ 
consequent nurket pcrforroanc. will be dtttnlllaed luatly by the structure o( the 
relevant mark,tt . The structure or mukttl n11p (rom hiply competitive to virnul 
monopoly dependina upoo sucb r11e10n u tilt aumber aa4 sizt or firms io the 
market, tht htteroaeotity or prodUCU ud dlstributJoa Ch&llotb, the c~ with 
which firau cao totlr tad luve tbe muktt. aod the dtttM to which firms and 
consumen pou.as ioformatloo aboat the price~ ucl produc:a. 

Us ina these rour betic criteria Of Cbancttrislics, tcODOmiJtJ d isr inauis h 
competitive, o liaopoliJtk: &Ad IDOoopollsUo carua. For eumple, a competiti"e 
market it chancttrir.S by the (oiJowlaa: (I) rtrma prod~aee a bomoaeofQus product: 
(2) thera era muy buyen ud •Utn 10 tiW .._ or pucU.. or each are small 
io relatioo tO the total aaute«; (l) tatry Uno cw edt (roa the market iJ oot 
coiUtrala.td by ecoooallc cw 1et11 burien; ucl (4) nr. ao4 co11.1umen have &ood 

informatioo reptdloa alttnative producta aod tilt pric81 11 which they ue 
available. Uadtt that citn11111Uee1 individual. hYftl aDd stllett han only an 
imperceptible i11nueoce oa 1M aauktt price or the actioee o( otJwn in the market. 
Each buyer and seller acta lAdtpeodtady tiJict t.bole ICtiou will not affect the 
market outcome. 

An oliaopoliJtlo iodustrY ia ooe Ia whk:ll tbe DIUIIber of selltrt iJ small 
enouah (or 1111 activities or selkn 10 arrtct ada othlf. Clwlaes io lht output or 
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the price nf ODe nrm will alrtet the liiiOI&Dtl whlc.~ ott.lt selltn CU stU aftd the 

pricet that they cu ctwat. Ollaopotblic illduscriee cuy stU either dirrmr~tisted 

or homoaeoeo~&a o)rodueu aod 11'1 uaually chancttriaed by hiab barritn to eotry. 

Because or the inttrdt~odtac. or suppUtn, 1M UtUl to wllieb thty lrt inforCDcd 

with mpect to the aetiODI or other put.la IJa the IDIIUl will arrect their btt.Jvior 

and the penormanet or the market. 

A moaopolistic market it ooe Ia wbk~ a tiD&Ie seller cootrols both the 

price aod output or a prod~~et ror whkb tlwre are oo eiGM subttitutll. There are 

als.o Si&DUI<ilDt barritn tO prtveat others (fOIIl IDtetit. the merktt. In th is 

inJtanct, the seller koowt the dttai.la ot ~ U'luactioD and there is no cle~r 

advantaa• to the buyer io lteepioa tbae detalla collfidtntlal. 

h is clear tYID rroat thla britt dltcuaioe tJ\at I dettrtnillat ion o( the 

likely efrtct or the dbcJolure of the tii'1DI aDd CODdltloDI of tr'IIUICtiOM depends 

on the type ot market i.llvolved. Ia cStttratiAiq the sll\ICtllre or FPL's fuel oat 

market , I have reviewed the sellen aacl bu~n optrtdlll io these merkeu, rhe 

horooaeoeity o( the procl~aet. the facws ~~ tarry or nit from the markeu 
and the role ol ioforma•&c. T1ae review ladka• tMI liM fuel oil IIW'Ittt io which 
ut il ities io the Southnlt PlliCbue """* II oil~ That it. the ac tiotu of 

one fina will affect die pric181 ud oetpat declaioalt ol other sellen. The 
interdepeodtDCe amooa r1111 oU s~ it co.spouoded by the praeoee io the 

muket of a few very latp pUICbuen, sucla • FPL. n.. rollowlna wctioa.s 
describe tbe dtt.alla ot u elaboratioe of 1M C04MQIIIOCel ot tr'IDIICi loo discl~;: re 

in this type or marktr, my IIW'klt evthaatJoa aaclllly ~Jtmoll. 
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Ill. EFFICT Of DISCLOSUII IN OLICOPOLISTtC MAIIITS 

A brier review of the role that **1 plays ia oliaopoly theory IS 

helpful in uodentandlna thl prlcina poUclte of ollaopolisCI and t.he predicted impact 
on fuel cosu. 

All ollaopolisdc matktt unactv.n II characterlz.ed by competition or 

rivalry amona the few, but th.l number ol f1rml Ia a matkec dott not determine 
conclusively how the market fuocdou. lit the cue ol ollaopoly, a number of 
outcomu are pouible depeodlna upoo th.l deartt 110 whlcb the flrnu act either as 

rivals or u cooperaton. Sellen have 1 comiDOtl aroup interest ia kttpina pricu 
hi&h, but have a conflict or interest wllll respect tO awlktt allan. 

The IIIIDI&emeoc or ollaopolbUc nr. NCOPlul that. alvea their mutual 
interdepeadeoc:e, proritl will bt hiahlr whea COOCitriUvt pollciel are punued ~han 

when ncb firm tell onl!' io ill owa oarrow ttlf·iattteu. If rirnu are offered the 
opportunity to collude, oliaopollstic markttl wW talld to eeibh a tendency toward 
the muimiutioo or collective profitl (tJM priclq behavior auociaced with 
monopoly). However, cootdlut.ioa ol pdclq policla to mulmlse joint profiu ts 

not euy, especially where COli ud marltet sJ\aN 41lfera~ r..d to conniccina 
price aod output praferaoeee LIDOill llt-. Coofdlllltloa il coGJiderably leu 
difficult whea ollaopollatl c:aa co-uaJca• opea!J ud frttly. But the antitrust 
lawt, whicb are coDCenMd widl iAJUblllDa •oopoly priciq. aWtl overt c:ooperat ion 
uolawfuJ. Tlwre are, ho.,.ver, subde ways ol coontliWlaa priclna dtcisiont which 

are both lep.l ud potentially tfrtcdvt 11 diKioUM caa bl malatalAid. 
Oae meua of coordlutloe blbavkw without naaaloa lloul or the law IS 

price leadenhip. Price leadenhlp cu aeMtally be vlew.d u a public slana! by 
(i rms Of the cben&tt iD their quoted prJcee. If eacJI f1ra UoWI that jg price CUIS 

will be quickly matched by Its rlvaiJ, ir wiU bavt aaucll • loceotlve to make them 
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By the same Joalc, nell tupplln lulo11r1 that lea ri'¥tll cae uuwa 1 hiaher pdca 

quote ooly iC other firma follow with aaatcllint pricel. 

Foe:&. poiot prk:iaa is uotber u u nple of olitOS)OIIstic prlcina that allows 

coordinatioo without vloladna the uthnatt laYrt. Here, sellers tend to adhere to 

accepted foetl poiota or waeta sucJa 11 a publidy poeJad price. By sw ina iu 

!)rice at some (oc:aJ poiJDt, I flraa tacidy eDCOurq• rlvalJ 10 follow suit without 

undercunilla. The potr.d pric:a publuhed ror varioua &redu or (uti oil by reaion 

would strve u • focal poiol ror that " "' Odler lypet or focal poinu include 

manufacture usoc:iatioas' published list prica or aoveromaot- set c:eillna prlctt. By 

ad herina to these acx:tpt«S taraeta. coordiutloa Is facilitated lAd price warfare i1 

o iscou raaed. 

While oliaopoUsrs have IDCeatl• to cooperac. ID malatainina prices 

above the competitive level, there are · a1lo dJvbl-. fore-. There are ~vera l 

condicioGJ which limit the likelihood and efftctJven• or coordination, aU of whic h 

are related co chi abiUcy or a aioaJt nr. to otter prb c:ooc•iou wilhout fur o f 

retal iat ioa . They • elude (I) a alplllcaat owaber of Nllert; (2) heteroaent ity of 

products; (l) !Up e~ tert..d COI8I c:oupW willa ldvene butioaa c:ollditions; (4 ) 

lumpineu aDd h:llreq~~eocy iD the pvc"- of Pf'Odr.ICU: aDd (S) NCrecy aad retalia­

tion lap. 

A. Dt N••lttr at4 $1g tf rJrw 

Tbe siNC11lrel d lmeuloe wltll the !DOlt obvloua lan~~eece oa coordination 

is the number ud W. dlstributioe ot flnDI 1a tM cu.rUt. Tlle atntu the number 

o ( sellers in a market. everytbl111 elM the suae, tM IDON dirflc:ult It is to malntaiR 

a noncompecitlve or above-coat price. AJ the ouaabet of nrma iac:reua and the 

market share ot eaclt decllnet, nrm~ are locreuliiJIY apt 10 itDOre the t fft<:t of 

thei r pricin1 and output dec:i.a loas oo the ectloa ot ocher n rau. lo addi lloo. u 1he 
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number o( ruma IAcreuee, the probebillty lac,...,. tJw at ltUr oae firm will have 

lower thU averqe COitl aDd aa a..,...lve prk:ltla policy. Therefore, u oliaopol iu 

ia an indusuy o( IS firma ia cnore likely co o((tt IICret d*ounts and leu likely 10 

be discovered ttliA u oliaopoliat lo u iochaatry o( ooly thrH fil'llll. 

8. Prq4pcl HtltrQttatllr 

If prod~ta were tnaly homotiDeOIII or PtrfK1 subtt itutet in the 
consumer's cniod, pric;e would be the ollly vviab.. with which firnu could c~mPttt 

This reduces the wit or c~rdinAtlot. Cor ~ muar coa.slder only the p nce 

dimeosioo. WhtD prod~ta Itt dlfCereotlattd, the terata or rivalry become 

mul tidimaosional ud coDJidenbly more comp .. a. 

The ability or oliaopolllta to coordlaa .. d afCtettcS ill a variety or ways 

by cost cooditiolll. Ototnlly, the • araw tMo dlf(trtDCtt io cost uruc turu 

between firms, the more troub.. the finDI will have maiotaioloa a common prtce 

policy. There is also evidence that lftduatria c~rlud by hi&h overhead cosu 

are particularly suaceptlble to ptlciJal c1lacipUM brtekdowu whta a dec:line 10 

demand forces the ioduatry to operee. below C81*=ity. 11lt iodiUtty chancteriu d 

by hi&h fixtd COitl llllftfl mote WMa ct.aud il dept"ttlld btcai&M or strOOI 

inducemaota toward priu.-cuni.q ud 1 loww l1oof (n:waiaal coat) to pr~ce 

decreua. (PTa-cuttlaa wW be ct..cked at llJaMt ptlca wbee m&r~iAa.l costs are 

hi&h and fi11d coats are relaUvety low.) 

D. L•••••w ••• '''m!!UI '' Onl•n 
Profitable tac:h collualoo It more likely wbee orcSen .,. small, frequent 

and reaular, sioc;e dttectioo aDd retalialloa are _.., uDder that circ: umsr:ancu . 

Any dec: isioo to uodtrc:l\lt a pric;e Ol' whlclll llldl&lti'J CMaaben hi" tac it ly aareed 

requ ires I batanc:ina or pro~able aalu ap!M tM Uktly co.ta. Tht aaio from 
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cuuiaa the pric. dcrlvee tro1a tilt IDCI'IIMd probtlbUlty of securina a profillblt 

order and laraer share or the market. The COlt ui.a froaa tM incruwd 

probability of rival rtaet iou drivina dowa tilt Levtl or future prica and, therefore. 

fu curt " Jf iu . The f ro~bLe aalo.~ wiU obvlo~~aly be latatr wbtn tM order at scab 

is lara•. Also, clle amount or ioformatioe a nna conveys about iu pricina m m 1y 

co ocher firnu in tM multtt incr..,. willa 1M number of crans.act iona or price 

quoces. Clearly, cbt leu frequently orcStn art p~, cht 1111 likely detection 

would bt. 

E. Surtsx ••fl Bttalletlga Leg 

The lonaer tbe advene ccuuequeocea or rival retaliation cu bt delayed. 

cht more attractive undercunlaa tht accepc.d pr~ structure btcoma. One rnu DJ 

of forestallina ttll.liatioa It to I"Dt seem pr~ ana. If price it above mar! ; "~ 

COst and if pric.t CODCtfllloftl CU IIUOUbl)' be tiPfCt*S tO ttma.iD SKtlt, otiaopo· 

lists have che incentive 10 IDPII ia MC:ret pr~ ahldlaa. 

Fear of rtll.ladoa it DOt liaaic.d j ust to fill ot matched price cuu by 

ocher sellen io cht muk•L A dlacloi\&N ol MCteC price CODCISiioD.I to ooe buyer 

may lead otbtr b li)'ftl to deaaud equal ti'Mc.ttlt. '"AI rtNit WOilld be u erosio.o 

of industry profiu 1M price d.lcll.. 110 'C'CO'......,C. ocher buyen or a with · 

d rawal of priu cooc:adoM Ia IIMrU. 

The ouaaber ud ala dblributioa ol buyen la tile nwk.tt Is a siaoificaoc 

faccor where ftu ol tl1aliatloo is u iaaponut aaartec tleaMIL Wlltre ODe or a 

few lara• buyen repreMat a lat.. Pll'Cellt ol die lllltltlt, 1M arut1111 of secret 

pr ice conceuions co tJioM buyen by a sellet 61 liUly to impose liaoillcazn cosu 

(chat iJ , result io slaolflcut lou or I&Ja) ftw tlw 1"11Miah11 sellers. Sioee diJ ­

ctosure of secret price coocaaloD.I Ia this cue II IDOC'I Ukely to prompt immediact 

ru ction chan would koo• l•dt• or pr~ co~ 10 tmaller, lnsip lraAt firmJ , 
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it follows that rather thu riak u IUiprolltable pria tmuJe firma may cease 

offerioa coacessioas. 

ft iJ DOl ill the loOI•Nil illttfltl Of the firaa CODSidtr iDI CltiC8 

conceuiona to iaitiatt price cuta whlcll would lHd to lower markll pr icu aenenlly 

or ruinoua price wart. It lulowledae of price co~euioas leads other sellers to 

reduce pri.:e accordloaJy, the pria·c:utdtl& firm wiU lote the market 1hue 
advantaae it could have aalaed throup Mc:nt price shadiaa. lnduat.ry pro(iu w all 

be lower due to the lower prlct leveb. Thtttfore, aivea that any price conceuions 

will M diJciOMd, the moet pron table llt'ltllf 1a more likely to be to refnin from 
offerina pric:e coaceuioas. Ellminatlaa QPS)OrtiiDidtl for secret actioo (by disclosana 

price, for uamplt) would aratly redllCt 1M IDCtllt1¥t to ollaopoli.su to offer price 

conceuioas. 

IV. MARKET EVALUATION 

After reviewitll the theoretical criteria I&Md by econocnuu to evaluate 

market structure willa FPL penoDMl kDOwledatable la the artt of fos.sal·fuel 

procuremeot, 1 requaltd ud .. pro•lded wlt!l Mtltl&l awktt data oec:esury to 
anaJyu the m,arket i.a wltkll FPL PlltC~ No. 6 flail oil (raid). The~ dua. 
toaether with other pubUIIMd lAforaatioe. wen l&lld to dtttf'llliae the stNcture o ( 

the market. 

A. Mar••• Stnctwn 

The product uder coaslduatJoa is rai4 ud Ita primary purchaun are 

ut ilitiu. FPL is located Ia !be Southeat ud. bec:aiiM of Ita aeoarephical loc:auon. 
purchua rnid pritt.arily froiD refiatrt. Ia 1M Oall Coat ata or the Caribtlun 

Transportatioa coeta limit tbe market to tlleM .,..., althouall It may be pouible to 
pick up dutreSMd caraoes rrom other locadoaa oa the spoc marktL Other ma1or 
purchautt of rnid from the 01alf CO&U and Culbball are ut ilities ia t h~ 
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NortbeuL 

Southeut would be uDllltely tO purchue raid lro111 DOrtMulltll rerineritt. The 

Norcheut dOlt not have adequatt rtOoery capeclty co mttt the demand io that uu 
and is, thererore, a net impomr ol rttid (rom tiM OuJI Couc and foreian supplieN. 
Thererore, the Norcheut lAd Southall .,. M.,.,Stt, but relattd, aaarkeca. 

FPL purch&Ma rttid lA very Larae quudtiet. usually iA bara• or ship lou 
( 100,000 to 200,000 barrtiJ or mort). to 1916, FPL purclwtd 25,460,637 barrels of 
low-sulfur resid, the majority ol whic:ll (61 perceot) wu under medium-term (one­

to two-year) contracca. 'The rtmaindlf Wit pv.rclllled oo the tpot market There 
Ul very (tW buyen O( mid IO eM aaatktt Wllo IMJI"Chue QIWUltitt approacbin:; the 
levels consumed by FPL. Table I shows the rtlatlvt llza or purchuu ror the 
major consumina utiliti• io the Southllat aad the iNortheuL or the 10 utilit ies 
who had purchasa Of mort tUa 500,000 be.trtla pet IDOIIdl (or tht July throuah 
September 198.S ptrlod, FPL is clarly tM tlaale IIICIIt lmporwu buyer an terms of 
size. Only one or tht other utiUlJtl illocattd lo tbl SoutJMat. 

The entry teqUlteiDIOIJ (01 MIJert ia dUe awitlt 11'1 substantial. Sellen 
IJ\Wt bt eapabS. O( metUq all of tM Utillty'l tpedl'kadoDI iDCJudint QUIOti ty IDd 
qu~icy (ror eumple, aaulaallll aullu, .a aad .. .., coatnt). Supplltn mwt t ither 

retioe or pthtr ud blc11MS caraoeelroa rtlleerlel co aaarbtabal sptCltlcatlou. 

The capital reQ111Nenca UIOdattd widl bu~ or buyina a rtrioery are 
certaioly subttutlal. Aooeblr viable opUoa lor taUJ iaeo tllit m~~ket would be u 
a re,.ll.,, blender or crtder. AU ol tbete s-rdc:ls-tioa Ieveii would rtquire a 
rinanc:ial posicloo lA the oU to be sold. At tllil le¥111, tht en crane would au her 
caraon rrorn renoen or othlr tra4trt aad bleiMS (II rtQQirtd) to markttable 
SP«i(ic:atiou. The primary IICWU. req.U.aaut WCNJd be ltof'IP WlkJ 10 hold oil 
ror reult or to blend C.fiOII. AuuaaiDI the elltraDt illttnda to sell 10 ur il l!i.,. 
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the mialauua purchase quutlty would be approalaaacaly 100,000 ID 110,000 barrels. 
This would rtpresut oDt bu&t lot. lt Ia poai!l,. ID InN tub with aaiutors for 
blendin' The matt fTuiblt app~ wol&ld be to 1tw a 2SO,OOO burtl tank. This 
would accommodaca two bar&• loeda 01 oot IMdlua c:apeciry vaMI. The cOJt for 
250,000 banels of leased stonp would be II'C>rolimacaly SO.OI per barrel per day or 
$0.30 per burel per month. Tow tuk ca.t (UiullliJI& ruu ut ilization) would be 
approlimately S75,000 per month. 

The prospective reseUer wo\lld a1lo Dttd to hiYt opeo lines or credit ro 
rinanct oil purchuts un til paymtDl WU r.caivtd froaa the Cl&ltomcr. Auumint the 
entr-.at intended to move a awdmua ol 1,000,000 banela pet month, it would be 
neceuuy to finan~ approlimacaly Sl5,000,000 t01 lS to 40 days. 

Althouah tlul currtot banilra to encry lato thla market u a refiner or 
reseller ue substantial, they would be 'eve• hl&htf tl~pt that the depreu.d sure 
of the oil indl&ltry hu created sufl)llll rtnaery capeclty aDd increu.d rh• sroraae 
raok capacity available Cot laue. Tbt COlt ol thttt facilltla will increut u the 
oil iod~&~try Improves aDd tbe cumat alltPiaa avallabillry dimlAilha. Thus, ir is 
reuonable to antic-,patt tbat futaft tatty coDdltkllll will be more, rather thu less. 
restrictive. 

A uw compaay coWd aJeo taw 1M IDitbt • a broker sell ina small 
cuao lots to utilltlta. Ia tJUa cue. tbe bfolttt woUI DOC bave to take a rioaociaJ 
positioD wi~ tba procSIICt ud wol&ld act • 1 ~~~~ bttweta renoen aDd/or 
ruellen and cUJtollstrt. n.t prllllltY banlet to tatty It t.bll ltvtl would be the 
oeed to havt established contacts wltll rtllattt.. ttsdtll aod potential c:wromers 
normally active in the mukeL Howevtt, tllil IIIDY DOt be a very viablt approech if 
an enterina company expects to IDW utlllty aalll. Fot eumplt, FPL hu informed 
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1111 that they .,.. besitut to dtal wltla 1 brobr wt.o doll DOC aetually hold title to 

the oil beina sold u this would be couidtrtd 1 hiall·rilk sourc.. 
Table 2 presents a liu ol ClUt'IAdy Ktlve firm~ capebt.t or supolyina 

resid to the sou•"east.trll utility ma.rb& oa a cootrKt bud. This list rtorneou 
tho firms pre54ody c:apablt or supplyiaJ the ~utheuctna utiUty m.arktt. Some of 
theM rllau aiJo supply rttid to tM awut Ia the Northeut. Tht ll.tt o( polfratial 
contract supplitn to FPL is somewhat thorttr. For tumpt.t, becaiiM of the low­
sulfur rtquinmtnt, L110vtll S.A. is oot a praea' suppllet to FPL, but could supply 
other area utilities witll IISI rau~ve wltlar apeclfkatlou. LaaovtD refines 
Venezuelan crude oil which hu a hlah·tulfar COilltDt. Otlltn, s~M:h u S.ranot Oil 
~nd Gu CompaAy and Torco OU Compuy, stU prlurlly to IJ.S. Gulr Co ast 
reselltn, but could supply utilltltl that have their owa tnJUportation and buy io 
suCiicieotly lara• quantitla. Ia ita lut' reqwat (or bida to supply requirementJ for 

1917 and/or 1911, FJIL rtet ivtd 12 e>tOOoeall Uodu clrcu•tucee where only 12 to 
20 firms compete for saJes ia a ma.rlttt domlaattd by a few latJt purchasers, uch 
firm wiiJ be coacer* wltJI the actJo.. or pottlltlal ractiou of ita riYIIJ. The 
lou or 1 tara• sale, sucla • aa FPL coacnct, woalcl u.odoabtedJy have 1 sianific:ant 
e((Kt OQ tht llllrUt l.'we of tllaa flnL 

Some rerllkn or rMtOen. dloqla Mt ordJMrily capable of or willina to 
commlt the raovcea DtC:C-.ry to .... adllty speclllcado• ia ordU to compett in 
the COOtniCt marlttt (or loW•tlllltlt t11MI, •1 be potHtial ll)OC m&IUI supplien. 
Table 3 IItts nnu Ia tllia catqOry. 111e ouabtr ot n,.. ia thla cattaory is ai!SQ 
small eoouah that tilly must be aWitl ol ud couldu the prlctt orcertd by tl'lo 
othen io their deciJionmaklna proc., 

Tht primary : htnc'-rbtlc wll~ dladaauiiiMa oiiiOCM)UitJc marklca is the 
interdepeodtace of the !lllltrt io the ma.rbt. Clt&rly, ia YMW or the relatively 
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NORTHIASTIIN AND SOU'TRIASTIIN 
UTILITIES CONSUMING APPIOXIMARLY 500,000 BARRILS PLUS PITROUUM Pll MONTH 

Number ot 
Delivery lamia UaililxlMgolb £a I all Sllll ba;buad 

(I) (2) (3) 

Florida Power a.od Liaht 
Cornpaoy 

July I Flor~ 2,920,000 AUIIUI 9 Florida 1,011,000 Sepltrnbtr 9 Floflda I 2~.ggg 
S,302,000 

Canal Ese<tric Compa.ay 
July MIIIKII-na 161,000 AUIIUl Mullcta~ 1 ~s ooo 

1,96).000 

Central Hudson Gu and 
Ele<lr ic Compaoy 

July 2 New York 902,000 AUIIUI 2 ,..._Yn 1.012,000 September l New YOttc S!Z 001} 
2,$06,000 

Comrooowultll Edlaoe <AmCMUy 
July I Dlleoil 547,700 

Conoecticut Li&bt Llld Power 
Compaoy 

AUIIUt l Coaaecdeut 696.000 

Consolidated EdiJOe Coaspuy ol 
t-~ew York 

July 9 New York 1,220,000 AU I lUI 9 NewYCid 141,000 Sepcember • New York 1 sau • 
3,143,000 

TABU I 
Paa• l of 1 

Avena• 
Sul(ur 

Cgnlllll 
(Ptrcenl) 

(4) 

o.u~ 
0.14 
0.11 

2.0) 
2.09 

1.32 
1.31 
1.23 

0.67 

0.99 

0.29 
0.29 
0.26 



NOITHIASTIIN AND SOUTIRASTIIN 
UTI1.IniS CONSUMING APPIOXIMAnLY 500,000 I.UIILS PLUS PlnOLIUM PU MONTH 

Nuabef o( 
DtUwry BUTt Is Usilin:LMgosb £ala II S1111 ~a:bllld 

(I) (2) (l) 
Aorida Power Corporatloa 

July 1 Florida 7)0,500 ~pcember 1 Florida uugg 
1 , 37~ .·Ul0 

Lona lsland Liahtina Company 
July 4 New Von 1 .~99.000 AUIUit • New Yort 1,636,000 September • New York IZZ.~ 

4,007,000 

New Enataod Power Compuy 
July 2 Maaac:bl1Mt11 591,000 September 2 MulldlliMttl ~l~ 

1,23~.000 

Peoa.tylv~ia Power ud Lipt 
CompiDy 

July 6 PtUI)'Mala 506,000 
Auauat 6 "~ 1,393,000 September 6 Jlquylvuia 602 000 

2,$06,000 

TOTAL. 23,976,100 

TAIL& I 
P•1• 1 of l 

A venae 
Sulfur 

CQIIIIQI 
(Percenc) 

(~ ) 

1.2Silft 
1.14 

2.20 
2.20 
2.30 

I.SO 
2 .~ 

0.91 
0.19 
0.19 

Source: U.!. Del*tmellt ol EIWJY, EMtD rat~Uo· AdmloiatraiiGD, EIKJrjc Pgwar Ouattlrly. Table 14, Thltd Qaatter ltU. 

nera-



POTENTIAL SOUTHIAST IISID SVPPLIIU 
LONG-TIDC CON11lAC1'S 

L4lll-Te: a 
TruaponatJoa 

AS:liYI !:aiiiDIDli! B1fl111' (Owa~L-l 
(I) (2) 

Amerada Hess Corporatioa Ya Y• Amoco Oil Compuy Y• I Y• Apex Oil Compaay No Y• B. P. North America No Ya Belcher Oil Compuy No Y• ChalltDitt PteroltUID (USA), Inc. No No Cbevroa hueraatiol'l&l Oil Compuy No Ya Ctareadoa Markttin1, lac:. No No wtera Seaboard Pettoleum Compuy No No Global Petroleum Corporatioa No No Hill Petroleum Compuy Y• No Koc:h Fueb, lac. .v. No Laaoven S.A. Y• Y• New Enalt.nd Petroleum Compuy No No Pecrobru (Bruil) Y• Y• Phibro Oistribucon Corporatioa No No Scallop Petroleum C4mpuy No Y• Seranat Oil ud Gu Compuy, IDe. No No Stiaaa lattroil, lac. No No Sua ou Tr:4laa Comouy v. No Tauber Oil Compuy No No Iorco Oil Comruy No No 

nera-

IAIU l 

Cu'Tent or 
PrtvioiU 

Swaaliu g( EeL. 
(l) 

Yea 
No 
Ya 
Yea 
Yea (current) 
No 
No 
Np 
No 
No 
No 
No 
No 
Yea 
No 
No 
Y" (current) 
Yea 
Yea (cumol) 
No 
No 
No 



TABU,) 

POTINTLU 50UT111AST IISID SUPPLIIIS 
SPOT MAIKIT 

Active ComMny 

Am•~• Heu Cofi)Oratioa 
Arocxo OU Compuy 
Apes Oil Compuy 
B.P. Nonh Amerka 
Belcher Oil Compuy 
Challeaaer httole11m (USA), IDC. 
Chevroo IMerutioaaJ Oil Compuy, Inc. 
ClareadoD Marltttiaa, lDC. 
Eullra Staboud Ptttoleua Compuy 
Hill PttroleiiiD Compur 
Kcxb F~~ela, IDC. 
LIIOYID S.A. 
New Eaalaad Ptttoi«~IIID Co111puy 
Phlbro DIJui~IOra t:ofi)OI'Itioa 
Scal109 PetroltiiiD Compuy 
Strawn Oilud Gu Com~y. IDe. 
Ta11btr Oil Compuy 
Tr.asworld Oil (USA), IDC. 

BtOntr 
(I) 

Ya 
Y• 
No 
No 
No 
No 
No 
No 
No 
Y• 
Y• 
Y• 
No 
No 
No 
No 
No 
Ya 

Lon a-Term 
Transportat ioa 
<Own gr Least) 

(2) 

Yet 
Yea 
Yet 
YH 
YH 
No 
Yu 
No 
No 
No 
No 
Yts 
No 
No 
YH 
No 
No 
No 

Sowcc Data pro~ IdeeS by Florida PoW'If u4 LiP! Compaay. 

nera-



ATTACHMENT E 

BEFORE THE 

FLORIDA PUBUC SERVICE COMMISSION 

STATE OF FLORI&.. .) u 
COUNTY OF DADE ) 

AFFIDAVIT 
Dodcel No. 950001 -EI 

Before me, the undersigned au:llorlty, Eugene Ungar appeared. who being duly sworn 

by me, said and testified: 

My name Is Eugene Ungar; my business address Is 9250 W. Flagler Street, Miami, Florida 33174. 

1 am employed by Florida Power & Ught Company ("FPL") as a Forecastlno Specialist In the Business 

Systems Department. I received a Ba.chelor's Degree In Chemical Engineering from CooneN UniVers•ty tn 

1972. In 1974, I received a Master's Degree In Business Administration from the University ol Ch1cago 

From 1974 to 1984, I was employed by Mobil 0 11 Corporat.lon where I served as a Senior Stall 

Coord1nator and Supervisor In the Corporate Supply & Diltrlbutlon Departmenl. and the Worldwide Relining 

and Marketing Division's Strateg·c Supply Planning and Controler's Departments In positions o11ncreas1ng 

responsibility. 

In January ol1985, I joined FPL as a Senior Fuel Engineer and was responsible lor the fuel PfiCO 

torecast1ng and fuel-related planning projects. 

In January of 1938,1 was given the addod responsibility for being Team Loader lor FPL's Forecast 

Rev1ew Board Task Tean . 

In September of 1988, I was named Principal Engineer. 

In June of 1989, I was given the added responsibility for the Regulatory Services Group '" tho Fuel 

Resources Department. 

In July ol1991 , I was named Principal Fuel Analyst. 

In October or 1993, I was named Forecasting Speclalilt. 

I have reviewed the alfldavit of Dr. Pamela J . Cameron. dated March 4, 1987. The cond1110ns clted 

In Dr Cameron's aHidavlt. that led 10 har conclusion that tho m0!11el In which FPL buy~ luol o" 1s 

orogopobsllc. are stm true today. The reasons lor this are as folows: 

A. Table 1 auached hereto is an updated vtnlon of Or. Cameron's Table 1 show1ng the re lahve 

size of residual fuel oll purchases for the major conaumlng utmties In the Southeast and the 
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Page 2 

Northeast 01 the 4 utililles who had residual fuel oU purchues ot more than 6 million barrels 

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

B. Table 2 attached horoto Is an updated version of Or. Cameron's Table 2 (Contract Suppliers) 

and Table 3 (Spot Market Suppliers). It Identifies those nrms currently capable of supply1ng 

residual luet oil to tho Southeastern utility market on a contract or spot basis. Circumstances 

today do not require a dllterentiallon ot supplers between the contract and spot (one de~very 

contract) markets. Since some of these aupplers cannot always meet FPL's sulfur 

specifications. tho list of potential contract suppliers to FPL Is somewhat shorter. In 1986. there 

were 23 potential fuel oil suppliers to FPL; In 1994, there a1e currently 29 potentJal fuel o•l 

supplfars. In Its current request lor bids to supply a portion of FPL's fuel oil requirements under 

contract for the 1993 through 1995 period, FPL received 5 proposals. Under circumstances 

whore only 25 to 30 flrms compete for sales In a rna.rket dominated by a few large purchasers, 

each lirm (supplier) will be concerned with the actJons or potential reac!Jons of Its nvals. 

Tho Information shown In columns P and Q of the 423·1(a) report Includes information on tho 

tormlnatmg and transportation matkots and the fuel oil volume and quafity Inspection market. In 1987, FPL 

was only able to lind 4lght quaUflod parties with an Interest In bidding tormlnat~ng and transportatiOn 

servk:os. Of these. four responded with transportallon proposals and six with termlnallng proposal!;. DuQ 

to the smaU demand In Florida for both of these aervlces, market entry Is diHicult. Consequently. diSClosure 

of thiS contract data is reasonably likely to result In Increased prices tor tormina~ng ;;:1d transporta!lon 

SOIVICOS. 

Pettoleum inspection services also have the market characterlahcs of an oligopoly. Duo to tho 

limited number of fuel terminal operatlons, there are correspondingly lew requirements lor fuel lnspect,on 

services. In FPL's last bidding process for petroleum Inspection sorvlcos In 1991. only liVe quahlied bidders 

were found lor FPL's bid solicitations. Consequently, disclosure of the conttactuatlnlorma!lon (I .e . pr1cos. 

terms and conditions) of those services would have the same negative eltect on FPL's ab1hty to contract 

lor such services as would the disclosure of FPL'a ptlc8a for roslduat (No. 6) fuol oil debneatod 1n Dr 

Cameron's affidavit. That is, pursuant to economic theofy, cllaclosure of pricing 1nformauon by a buyer 1n 
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an obgopoltstic market is likely to result In a withdrawal ol price concessions to that buyer. thereby 1mpamng 

the buyer's ability to . 10t1ate contracts In the future. 

The adverse effect ol making Information of this nature available to auppUers Is evidenced by tho 

oil industry's reaction to pubtlcatlon ol FERC form 423. That form dlaclosos a deUvered pnce of fuel oil 

Because of the importance of this Information to fuel aupplera. aeveral services arose which comptled and 

sold this Information to suppliers t.hat are only too wmlng to pay. We oxpect that a s1mt1ar ·cottage 

Industry· would develop lithe FPSC 423·1 (a) or 423·1 (b) data were made public Therefore. the pubt.cat1on 

ol th1s 1nlormatlon will be made readily available to lhe fuel auppflers, and this will ultimately act as a 

detriment to FPL's ratepayers. 

The information which FPL seeks to protect from dlactoaure Is contractual data that 1S treated by 

FPL as proprietary confidential business lnlormatlon. Access within the company to this mlorma11on Is 

restncted. This Information has r.ot, to the best of my knowledge, been disclosed elsewhere. Furthermore. 

pursuant to FPL's fuel contracts. FPL Is obligated to use al ~easonable efforts to m111ntain the conltdenllahty 

of the Information Identified as conltdentlal In Attachments A and C of FPL's Request lor Spoc•l•od 

Conf1dontial Classification. 

The priclng Information appearing on FPL's Form 423·1(a) or 423·1(b) lor whtch con f•denuat 

classification Is sought should romaln confldentlal for the time period tho contract is in effect. plus six 

months Disclosure of prlclnu Information during the conlfA.ct period or prior to the negotiation of a now 

contract Is reasonably likely to Impair FPL's abll1ty to negotiate future contraciS as descr•bed above 

FPL typically negotiates new residual (No. 6) fuel oil contracts and fuel related servaces contracts 

pnor to the end of existing conltacts. However, on occasion aome conltact negotiations are not f•naltzeo 

until alter the end of the conltact period of exiSting contracts. In those instances, tho new contracts are 

fyplcolly negotiated within the next six months. Consequently,lt Is necessary to malntaln the conhdontlaltty 

of the information Identified as confidential on FPL's Form 423·1 (a) or 423· t (b) for six months after the end 

of the Individual contract period the Information relates to. 

W•th respect to residual (No. 6) fuel oil price Information on thu Form 423-1 (a) or 423· 1 (b) lor o•l 

that was not purchased pursuant to a., already existing conltact, and the terms ol t/10 agreement under 
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which such fuel oil i s purchased are fulfilled upon delivery, FPL requests the plica inlorrru~!IOn ident1f1ed es 

confidential in Attachments A and C or FPL's Request lor Specified Confidential Cl:tsslflcation be kopt 

confidential for a period of six monthr alter the dertvery. Six months Ia the minimum amount ol tlmo 

necessary for confidentlality or these typos or purchasea to anow FPL to utilize Its market presence 1n 

galn1ng price concessions during seasonal fluctuations In the demand for residual (No. 6) fuel 011. 

D1sclosure of this informat.ion any sooner than six months after completion of the transaction is reasonably 

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

In summary, It Is my opinion that the conditions cited by Or. Cameron In her affidav1t are still vaLd, 

and that the markets in which FPL buys fuel oil, and fuel oil related services, are ohgopohstic. 

In addition. tills alfldavltls In support of FPL's Aequali for Confidential Classlflcatlon of No. 2 ruol 

oil pnce Information found on FPL's Form 423·1(a). The No. 2 fueloU information identified on Attachments 

A and C In FPL's Request for Conii'Sentlal Classification Is proprietary confldenUsl business information as 

thattorm 1s defined in §366.093. F.S. As such. disclosure of this contractual data would impair FPL's ab1hty 

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

No. 2 fuel oil is purchased through a bidding process. AI the request of the No. 2 fuel oil suppliers. 

FPL has agreed to not pubGcly disclose any suppUer's bid. This non-disclosure agreement protects both 

FPL's ratepayers, and the b ddlng suppUers. As to FPL's ratepayara, the non-public bidding procedure 

PfOvldos FPL with a greater variation in the range of bids that would otherwise not be available II the bids. 

or the winning bid by Itself. were publicly disclosed. Wllh public disclOsure or the No 21uet 011 puces found 

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

the poss1blhty that one suppUer might. based on his economJc alluatlon. come In substantially tower than 

tho other suppUers. Nondisclosure ~kewlse protects the suppr.era from divulging any econom1c advantage 

that suppllor may have that tho l)thore have not discovered. 

The No. 2 fuel oil pilclng information appearing on FPL'a Form 423·1(8), tor which contldonllat 

ctass1fication is sought. should remaln confidential for the time period the contract is 1n effect. plus s1x 

months. Disclosure of pilclng Information during the contract period or prior to the negottahon of a new 

contract is reasonably likely to Impair FPL'I ablrlty to negC'Jate future contracts as deSCtlbed above. 
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FPL typ:caDy negotiates Its No. 2 fuel oil contracts prior to the end of sucll contracts. However. on 

occasion some contracts are not negotiated untU alter the end of thft current contract period In thoso 

instances the contracts are typically re 1egotlated within six months. Consequently. It Is necessasy to 

main tam the confidentlaDty of the Information Identified aa confidential on FPL's Form 423·1 (a) ior six 

months alter the end of the Individual contract period the Information relates to. Disclosure of rnls 

.nformatlon any sooner than six months alter completion of the transaction Is reasonably hkety 10 Impair 

FPL's ability to negotiate such contracts. 

Further affiant sayeth naught. 

State of Florida 

County of Dade 

) 
) ss 
) 

Not 

6@d£1A A . ARtAB 
Name of Notasy 

CCJtJf2412 
Serial Number 



Sgurce· 

TABLE 1 

NOriTHEASTERN AND SOUTHEASTERN 
UTIUTIES PURCHASING APPROXIMATELY 

6 MIWON BARRELS PLUS PETROLEUM IN 1993 

Ulilb.lMIOb Stall Ell~ liiii 
(000) 

Florida Power & L·ght Florida 37,902 
Company 

Canal Electric Company Massachusetts 7,688 

Florida Power Corporation Florida 10,786 

Long l>.!and Lighting New York 9,747 
Company 

Average 
Sulfur 

C!H.llllDI 
(Percent) 

1.57 

1.54 

1.85 

0.90 

U.S. Department or Energy, Energy lnlormauon 
Administration, Electric Pgwec Mgnthlx April 1994.Table 
65. 



TABLE 2 

POTENTIAl SOUTHEAST RESID SUPPUERS 

Active Comoany 

Amerada Hess Corp. 
BP Nor1h America 
Chevron International Oil Co. 
Clarendon Marketing, Inc. 
Clark Oil Trading Company 
Coastal Fuels Marketing, Inc. 
En)et Inc. 
Global Petroleum Company 
lnternor Trade, Inc. (Brazil) 
John W. Stone Oil Dist. 
Koch Fuels 
Kerr McGee 
Las Energy Corp. 
Lyondell Petrcrvhemlcal Co. 
MetaUegeUschalt Corp. 
Nor1heast Petroleum 
Petrobras 
P&trolea 
Phtbro Energy Inc. 
Rio Energy International 
Stewar1 Petroleum Corp. 
Stinnes lnteroil, Inc. 
Sun O il Trading Company 
Tauber Oil Company 
Texaco 
Tosco Oil Company 
Transworld Oil USA 
Trlntoc 
Vltol 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 
Supplier of FPL 

Contract/Spot 

YES/YES 
YES/YES 
NO/YES 
YES/YES 
NO/YES 
YES/YES 
YES/YES 
NO/YES 
NO/NO 
NO/NO 
NOIYES 
NO/YES 
NO/YES 
NO/NO 
NO/NO 
NO/NO 
NO/NO 
NO/YES 
NO/YES 
YES/YES 
NO/NO 
YES/YES 
NO/NO 
NO/YES 
NO/YES 
NO/YES 
NO/NO 
NO/NO 
NO/YES 

Scx.n:e: Data provided by Florida Power & U;lt4 Company (May 31, 1995) 

Note: 1) This table serves as the flat for both cont,..ct end tpo suppliers (Table 2 & Tabla 3) 



CBRTIPICATB OP SBRVICB 

I BBR!BY CBRTIPY that a true and correct c opy of Florida Power 
& Light Company ' s Request for Confidential Classification of the· 
Form 42 3-1(a) for April, 1995, was forwarded to the Florida Public 
Service Commission via Airborne Express , and copies of the Request 
for Confident ' al Classification without Attachment A were mailed to 
the individu6!S listed below, all on this 13th day of June, 1995. 

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

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

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

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

Major Gary A. Enders USAF 
HQ USAF/ULT, STOY 21 
Tyndall AFB, FL 324C3-6001 

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

Mr. Prentice P. Pru i tt 
Florida Public Service 
Collllllission 
101 East Gaines Street 
Pletcher Building 
Tallahassee, PL 37. 399 

Jack Shreve, Esquire 
Robert Langford, Esquire 
Office of Public Counsel 
624 Fuller Warren Buildin9 
202 Blount Street 
Tallahassee, FL 32301 

Lea L. Wills, Esquire 
Jamea o. Beasley, Esquire 
Ausley, McMullen, McGehee 

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

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

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



Zori G. Ferkin, Esquir e 
Sutherla nd, Asbill & Brennan 
1275 Pennsylvania Avenue , N.W. 
8th f'loor 
Wa s hington, D.C. 20004 

Occidental C" ~mical Corporation 
Energy Group 
P. o . Box 809050 
Dallas, TX 75380- 9050 

•I ~ \ t 1 AI I 

Josephine Howard Stafford 
Assistant City Attorney 
315 East Kennedy Blvd. 
TaJDpa, PL 33615 
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