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~IRBOBNE EXPRESS 

September 12, 1995 

Ms . Blanca s. Bayo, Director 
Division of Records and Reporting 
Florioa Public Serv i ce Commission 
Betty Easley Conference Cent er 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

Re: Docket No. 950001-EI 

Dear Ms . Bayo: 

Enclosed for filing with the Commission in Doc ket No . 950001-EI are 
the original and fifteen copies of FPL ' s Request tor Con fidential 
Classi f ication of Certain I nformation Reported on the Commission's 
Form 423-l(a) for t he month o f July 1995. The o rig inal is 
accompanied by Attachments A, B, C, D and E . Please note that 
Attachment A is an uned ited Form 423 - l(a) and therefore needs to be 
treated as confidential. Th e fifteen oopies are a ccompanied by 
Attachments B, C, D and E. 

If you have any questions regarding this transmittal or the 
i nformat ion filed herewi th, you may contact me at ( 305) 552-3924. 
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BIJOU 'fD 

WLORIDA PUBLIC 8BRVICB COKMI88IO. 

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

) 
) 
) _______________________________ ) 

Docket No. 950001-EI 

UQOB8'1' .OR COJII'IDD'I'IAL 
CLAS8IWICA'l'IO. or e&arA%• I..ORM&'l'IO• 

UPOR'l'BD o• 'I'D COJOa88I0. 1 8 .OU US-1 (a) 

Pursuant to §366.093, F.S. (1993) and Rule 25-22.006, Florida 

Administrative Code, Florida Power ' Light Co•pany ("FPL") hereby 

files with the Florida Public Service Co-iaeion ("Collllllission" ) 

this "Request for confidential Classification" ("Request") of 

c ertain information reported on FPL'a July 1995 42 3-1 (a) Fuel 

Report as delineated below. rn support of this Request, FPL 

states: 

1. PPL seeks classification of the inforaation specified as 

proprietary confidential business inforaation pursuant to §366. 093 , 

f' . S. (1993), which provides in pertinent part, as follows: 

( 1) * * * Upon request of the public utility or 
ot her person, any recorda received by the collllllission 
which are shown and found by the co-ission to be 
proprietary confidential buain .. s inforaation shall be 
kept confidential and s hall be exeapt fro• s. 119.07(1). 

* * * 
(3) * * * Proprietary confidential business information 

i ncludes, but is not limited to: 

D~Ct.:' '!..' : •, " .... r I .. !: 
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* * * 
(d) Information concerning bids. or other contractual 

data, the disclosure of which would impair the efforts ot the 
public utility or its affiliates to contract for goods or 
services on favorable terms. 

2 . In applying the statutory standards delineated above im 

p a ragraph 1, the commission is not required to weigh the merits of 

J•ublic disclosure relative to the interests of utility customers. 

The issue presented to the Commission, by this FPL Request, is 

whether the information sought to be protected fits within the 

statutory definitions of proprietary confidential business 

information, as set forth in 1366.093 , P.s . (1993) . 

info rmation is found by the Commission to fit within the stat1.1tory 

definitions , then H. should be classified as confidential, be 

treated in accordance with Rule 25- 22.006, F.A.C. and be exempt 

from §119.07(1), F . S . (1993) . 

3. To establish that material is proprietary confidential 

business information under S366.093(3)(d), P.S. (1993), a utility 

must demonstrate that (i) the information is contractual data, and 

(ii) the disclosure of the data would impair the efforts of the 

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

Commission has previously recognized that thi• latter req-..:irement 

d oes not necessitate the showing of actual impairment or the mora 

delnanding standard of actual adverse results; instead, i t must 

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

utility's contracting for goods or services on favorable terms . 
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See 87 PPSC 1:48, 50 and 52, and 94 FPSC 10:87, 88. 

4. Attached to this Request and incorporated herein by 

reference are the following documents: 

Attachment A A copy of FPL's July 1995 Form 423-l(a) with the 
information for which FPL seeks confidential 
classification highlighted. This document is to be 
treated as confidential. 

Attachment B An edited copy of FPL's July 1995 Form 423-1 (a) 
with the information for which FPL seeks 
confidential classification edited out. This 
document may be made public. 

Attachment c A line-by-line justification matrix identifying 
each item on FPL's Form 423-l(a) for which 
confidential classification is sought, along wi th a 
written expla.nation demonstrating that the 
information is (1) contractual data, and (2) the 
disclosure of which would impair the efforts o f FPL 
to contract for goods or services on favorab l e 
terms. 

Attachment D An affidavit of Dr. Pamela Cameron. Dr. Cameron ' s 
affidavit was previously filed with FPL's origina l 
"Request for Confidential Classification of Certain 
Information Reported on the Commission's Form 42 3-
1 (a) 11 o n March 5, 1987, in a predecessor of this 
docket. It is refiled with this Request for tho 
convenience of the Commiooion. Attachment E 
updates Dr. Cameron's affidavit. 

Atta chment E An affidavit of EUgene Ungar. 

5. Paragraph 3 above identifies the two pro ngs of 

§366 .093(3) (d), F.S. (1993), which FPL must establish to preva i l in 

this Request for confidential classification of the information 

identified by Attachments A and c. Those two prongs are 

conc lusively established by the facta presented in the affidavits 

appEnded hereto as Attachments D and E. First, the identi f i e d 
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information is contractual data. Second, disclosure of the 

information is re~sonably likely to impair PPL's abil i ty t o 

cont rac t for goods and services, as discussed in Attachments C, D 

and E. 

6. FPL seeks confidential classification of the per-barre l 

invoice prices of No. 2 and No. 6 fuel oil, and rel ated 

ir formation, the per-barrel terminaling and transportat ion charges, 

and the per- barrel petroleum inspection charges delineated on FPL' s 

Form 423-1 (a) Fuel Report a s more apecU!ically identified by 

Attachments A and c. 

7 . The confidential nature of the No. 6 fuel oil informatior: 

whic h FPL seeks to protect is easily demonstrated onc e one 

unders tands the nature of t he market in which FPL as a buyer mus t 

operate. The market in No. 6 fuel oil in the Southeas tern United 

State s is an oligopolistic market. See Cameron and Ungar 

affidavits, Attachments 0 and E. In order to achieve the best 

contractual prices and terms in an oligopolistic market , a buyer 

must not disclose price concessions provided by any given suppl ier . 

Due t o its significant presence in the market f or No . 6 f uel oil, 

FPL is a buyer who is reasonably likely to obtain prices and terms 

not: available to other buyers. Therefore, disclosure o f such 

prices and terms by a buyer like PPL in an oligopolis tic market is 

reasonably likely t o increase the price at 'Which FPL c an contract 

f o r No . 6 tuel oil in the future. Again see camer on and Ungar 



affidavits, Attachments D and B. 

8 . The economic principles discussed in paragraph 7 above and 

or . cameron 's affidavit (Attachment D) are equa) ly applicable t o 

FPL's contractual data relating to terminaling and transportation 

charges , and petroleum inapeotion services as described in Eugene 

Ungar's affidavit, Attachment B. 

9. FPL requests that the Commission make two findings with 

respect to the No. 6 fuel oil information identified as 

confidential i n Attachments C and D: 

(a) That the No. 6 fuel oil data identifitid are contractual 
data; and 

(b) That FPL ' s ability to procure No. 6 fuel oil, terminaling 
and transportation services, and petroleum inspect i on 
services l.S reasonably likely to be i mpaired by t he 
disclosure of the information ide.ntified because: 

(i) The markets in which PPL, as a buyer, must procure 
No . 6 fuel oil , terminaling and transportation 
services, and fuel inspection services are 
oligopolistio; and 

(ii) Pursuant to economic theory, a substantial buyer in 
an oligopoliatic market can obtain price 
concessions not available to other buyers , but the 
disclosure of such concessions would end them, 
resulting in higher prices to tnat purchaser. 

10. The confidential nature of the No . 2 fuel oi l 

information, identified in Attachments A and Cas confidential, is 

inherent in the bidding process used to procure No. 2 tuel oil . 

Without confidential classification of the priceo FPL pays for No . 

2 fuel oil, FPL is reasonably likely t o e.xperience a narrowing of 
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the bids offering No. 2 fuel oil. The range of bids is expected to 

converge on the last reporte~ public price, thereby reducing the 

probability that one supplier will substantially underbid the other 

suppliers based upon that supplier's own economic situation. See 

Ungar aftidavit, Attachment E. Consequently, disclosure is 

reasonably likely to impair FPL's ability t ,o neqotiatt' tuture No . 

2 fuel oil contract~. 

11. FPL requests that the Commission ..ake two findings with 

respect to the No. 2 fuel oil information identified as 

confidential i n Attachments A and C: 

(a) That the No. 2 fuel oil data identified are 
contractual data; and 

(b) That FPL'a 4Pility to procure No. 2 fuel oil is 
reasonably likely to be impaired by the disclosure 
of the information identified because the bidding 
process through which FPL obtains No . 2 fuel oil is 
not reasonably expected to provide the lowest bids 
possible if disclosure of the last wi nning b i d is, 
in effect, made public through disclosure of FPL's 
Form 423-1(a ) . 

12 . Additionally, FPL believes the impo~nce of these data 

to suppl iers in the fuel market is demonstrated by the blosso:ting 

of publications which provide utility-1eported fuel data from FERC 

Form 423. The disclosure of the information sought to be protected 

herein may c reate a cottage industry of desktop publishers roady to 

serve the markets herein identified. 

13 . FPL requests that the information tor which FPL seeks 

confidential classification not be declassified until the dates 
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specified in Attachment c. The time periods requested are 

necessary to allow FPL to utilize its market presence in 

nego tiating future contracts. Disclosure prior to the identified 

date of dec lassification would impair FPL's ability to negotiate 

future contracts. 

14 . The material identified o• confidential information i n 

Attachments A and C is intended to be and is treated by FPL as 

pri vate, and has not, to the best of FPL ' s knowledge and belief, 

otherwise been publicly disc losed. 

WHEREFORE, FPL respectfully requesto that the Commission 

classify as confidential information the information identified i n 

Atta chments A and c and which appears on PPL's unedited Form 423-

1 ( a) • 

Dated September 12, 1995 
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Respectfully submi~ted, 

~clu . .& 
Light Company 
S treet, 16514 
33171 
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Justification for Confidentiality for July, 1995 Report: 

FORM UNECSl 

423-1 (a) 7- 22 

423-1 (a) 7 - 22 

423-1 (a) 7- 2.2 

423-1 (a) 7- 22 

423·1 (a) 7 . 22 

423-1 (a) 7- 22 

423-1 (a) 7- 22 

423-1 (a) 7 - 22 

423-1 (a) 7- 22 

423-1 (a) 1 - 6 

ATTACHMENT C 

Docbt No. 950001·EI 
Augult, 1895 

COLUMN RADQNAI f 

H (1) 

(2) 

J (2), (3) 

K (2) 

L (2) 

M (2). (4) 

N (2). (5) 

p (6), (7) 

a (6), (7) 

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

·······----····-·········---------·-······--· ----Ritlonale tor COIIIdentlllty: 

( 1) This information is contractual information which, If made public, •would Impair the 
etforts 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 speclflc 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. 

Contrac! pricing formulas generally contain two components, which are: (1) a 
markup In the market quoted price for that day and (2) a transportation charge for 
delivery at an FPL chosen port of delivery. Discounts and quality adjustment 
components of fuel price contract formulas are discussed In paragraphs 3 and 4. 
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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 Ia reasonably likely to cause the 
suppliers to converge on a target price, or follow a price leader, eHectively 
eliminating any opportunity for a major l>uyer, like FPL, to use Its market presence 
to gain price concessions from any one supplier. The end result is reasonably 
likely to be increased No. 6 fuel oil prices and therefore Increased electtic rates. 
Please see Dr. Cameron's aHidavit filed with FPl's Request for Confidential 
Classification which discusses the pricing tendenclea of an oligopolistlc market and 
the factual circumstances which identify the No. 6 fuel oil market as an oUgopolistlc 
market in the Southeastern United States. As Dr. Cameron's aHidavit discusses. 
price concessions in an oligopolistic market will only be available when such 
1 oncessions are k9pt confidential. Once the other suppliers learn of the price 
concession, the conceding supplier will be forced, due to the oligopollstic 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 I through N are an algebraic function of 
column H. That is, the publication of these columna together, or independently, 
could allow a supplier to derive the Invoice price of oil. 

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

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

(5) This column is as Important asH from a confidentiality standpoint becauso of the 
relatively lew times that there are quality or discount adjustments. That is. column 
N will equal column H most of the time. Consequently, It needs to be protected 
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. Columna P and a are algebraic 
variables of column A. Consequently, disclosure of these columns would allow a 
supplier to calculate the invoice or eHectlve purchase price of oil (columns H and 
N) by subtracting these columnar variables from column A. 
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(7) Terminating and transportation Hf\.1ces In Aorida tend to have the same. rf not 
more severe, oligopollstic attributes of fuel oil suppliers. In 1987. FPL was only 
able to find eight qualified parties with an Interest In bidding either or both of these 
services. Of these, four responded with transportation propos1:1ls and six with 
termlnallng proposals. Due to the small demand In Aorida for both of these 
services, market entry Is difficult. Consequently, disclosure of thi11 contract data 
is reasonably likely to result In lneteased 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 blddors were found for FPL's bid 
solicitations. Consequently, disclosure of this contract data Is reasonably likely to 
result In Increased prices for petroleum Inspection services. 

(8) This information is contractual Information which, 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 lor No. 
2 fuel oil per barrel for specific shipments from specific suppliers. No. 2 fuel oil is 
purchased through a bidding process. At the request of the No. 2 fuel oil 
suppliers, FPL has agreed to not publicly disclose any supplier's bid. This n?n­
disclosure agreement protects both FPL'a ratepayers, and the bidding suppliers. 
As to FPL's ratepayers, the non-public bidding procedure provides FPL with a 
greater variation in the range of bids that would otherwise not be available if the 
bids. or the winning bid by Itself, were publicly disclosed. With public disclosure 
of the No. 2 fuel oil prices found on FPL's Form 423·1 (a), the bids would n:mow 
to a closer range around the last wlnnln" bid eliminating the possibility that one 
supplier might, based on his economic situation, come in substantially lower than 
the other suppliers. Non-dlsclo~ure likewise protects the suppliers from divulging 
any economic advantage that supplier may have that the others have not 
discovered. 

3 



· ········· ······------------· ~·----------
Date of Declasslflcadon: 

FORM UNElS) COLUMN QAIE 

423-1 (a) 7 - 8 H -N 06/30196 

423-1 (a) 9 - 11 H -N 05/31 1'96 

423-1 (a) 12 H -N 03/15/96 

423-1 (a) 13 -22 H-N 01/31196 

423-1 (a) 7 - 22 p 03/31199 

423-1 (a) 7- 22 a 06/30196 

423-1 (a) 1 - 6 H, I, K, L, N, A 12/31195 

Rationale: 

FPL requests that the confidential Information Identified above not be disclosed until the 
identified date of dec:lasclfication. The date of dedasalfication Is determined by adding 
6 months to the last day of the contract period under which the goods or services 
identified on Form 423-1 (a) or 423~ 1 (b) were purchased. 

Disclosure of pricing Information during the contract period or prior to the negotiation 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 Instances, the 
contracts are typically 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 after the end of the Individual contract period the 
information relates to. 

With respect to No. 6 fuel oil price Information on the Form 423-1 (a) or 423-1 (b) lor oil 
that waG not purchased pursuant to an already existing contract, and the terms of the 
agreement under which ills purchased are fulfilled upon delivery, FPL requests the price 
Information identified as confidential be kept confidential for a period of six months alter 
the delivery. Six months Is the minimum amount of time necessary for confidentiality of 
these types of purchases to allow FPL to utilize Its market presence in gaining price 
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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 ability to negotiate such purchases. 
The No. 2 fuel oil pricing Information appearing on FPL's Form 423·1 (a) or 423·1 (b), for 
which confidential classification Is sought, should remain confidential for the time period 
the contract is in effect, plus six months. Disclosure of pricing Information during the 
contract period or prior to the 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 of the current 
contract period. In those instances the contracts are typically renegotiated within six 
'Tlonths. Consequently, It Is neces.sary to maintain the confidentiality of the information 
dentified as confidential on FPL's Form 423·1 {a) or 423·1 (b) for six months after the end 
of the individual contract period the Information relates to 
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Befort mt, tho undeniaDOd authority, Pamela J. Cameron appeared, who 

bcina duly swc rn by me, said and testiOtd: 

I. INTRODUCTION 

My name iJ Pamela J. Camtroa; my butloea addreu iJ 1100 M Street. 

N.W .• Suite 600 South, Washl natoe, D.C. 20036. I am employed by the Nat ional 

Economic Research Associat~. IDe:. (NERA) u a Seelor Analrtt. I received my B.S. 

in Busineu Ad minutratioa from Ttxu Toch Ueivonlty in 1973, my M.A. in 

Economics from the Univenity of Oklahoma iD 1976 aod my Ph.D. in Economics 

from the Univenity or Oklahoma ia 19U. My major O.Jdl o( uudy have been 

Industrial Oraaniutlon, P\lblk Fiuece aod Ecoao .. tdcs. 

Since 1912, I havt bMD employed by ecoDOCDic aod reaulatory consuhina 

firma providina service~ nlatlq to utility rettllatkla. I havt dirocted uumerouJ 

projects ioeludina market ualysja. au acqvlaitloo ud ccmtrKt neaotjttion, and 

alternltive fuels evaluatioD. 

I have been asked by Florid& Power aod LlaJu CompaAy (FPL) to evaluate 

the market in which FPL burt fuol oU aod to detaraala41 what impact, If any, public: 

disclosure or certain f uel traDJactlon data II likely to have on FPL and its 

ratepayen . Specifically, the da ta I will r.dd,.. ia the detailed price informllioo 

reported on Florida Public SeiVict Commissloa Form ~2S.. 
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The impact or public dbclosurt o( price W ormatloe depea® OD the 

st ructure of the markets iavolved. Ia the fol1owina aec:tioDJ I d isciW the economic 

f ramework for evalualiDI the Slr\ICtlltt or IDIIKtb, the role Of d isclosure iD 

oliaopolist ic marketJ aad review the cilculllltaoc:a or FPL's fuel .., il purch&SeS usi na 

th is framework. The fiaal sectioa SWDIDllias my CODCtuioDJ. 

II. THE ECONOMIC THEORY Of MARKITS 

Ecoaomic theory predicu that the behavior or illdlvldual fir ms and the 

c:onsequent market performanct will bt dttttlllud lataely by the structure of the 

relevant market. The structure or marketa ranae rrom Kiahly competitive to vi rtu.al 

monopoly dependina upon such facton u tbt aumblr aad size of firms in t!le 

market, the heteroaeneity or producu Uld dlstrlbutloa chan neb, the ease wi th 

which f irau can enter and leave tho market, aDd the dearee to which f irms and 

consumers possess informat ioD about the prica IDd products. 

Usina these four basic criteria or chuacJterittic:s, economisu distinauish 

competi tive, otiaopolistic and moaopoliadc 11111ktts. For uample, a competit ive 

market is characterized by the followlq: (I) nrma produce a homoaeDeoUJ product; 

(2) there are maDy buyen lAd Mlltra to that l&la 01 pui'Chua or each are small 

iD relatioD to the total ma.rktt; (3) utry ieto or Hit from tbt market is Dot 

COQSt.ra.iDed by ICODOIIlic Or lepl burien; lAd (4) (inu aDd CO DSU1Di r1 have &ood 

informatioD reprdiDI alteraatlve producu lAd tbt prical at whkb they are 

available. UDder thae c:ii'CUautauca illdlvldl&&.l. buyen aDd sellen have only an 

imperceptible iD(iUeDC:e OQ the matlttt price or tbt ac:1loel of Others in the market. 

Each buyer and seller ac ts illdependeatly s*» thole .ctloDJ will not affect thie 

market outcome. 

An otiaopolistic iDduttry Ia ODe In which tlw number or sellers is small 

enOUih for the activities or selltr1 to arrec:t tKb Other. ChaJlJII iD the OUtput Or 
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the price Of ODe rirrn Will arrect the lmOUDCS WhJcla otbu Mllen caD sell and ~he 

prices that they cu cturae. Oliaopolis~ lodustrlel may Mil tither differentiated 

or homoaeneoUJ products aod are utually chancterlad by hlah barrien to entry. 

BecaUJe of the interdependence or supplien, the uteot to which they are informed 

with respect to the ICtiODS O( Other ~ lo tM autUt will arrect their behavior 

and the performance of the market 

A monopoliltlc market b ooe lo which a alnale Miler controiJ both tho 

.>rice and output of a product for which there are DO close substitutes. There are 

also sianificaot barrien to preveot othen from eateriDa the market.. In this 

instance, the seller knowa the details of each ttaiUICtioa and there is no clear 

advantaae to the buyer lo lkeepiaa th ... dewll confideotlal. 

It i.J clear eveo from t!Ua brief dbcualoo that a dettrminat ion of the 

likely effect Cif the disclosure of the ltf1DI and CODditloDS of transactions depends 

on the type or market involved. Ia detenniolAI the structure of FPL's fuel oil 

market. I have reviewed the sellen aDd buyen operatiJS& io these markeu. the 

homoaeoeity of the product. the fac:ton aoveraloa eatry or u lt from the marhu 

and the role of inform11ioa. 'The review lodlcata O.t the fuel oil market in which 

utilities io the Southeut purcbue suppllea il ollaopoU.tic. 1'11at Ia, the actio&U of 

one fi rm will affect !lie priciq a.od outpUt deeialou ol other seUen. The 

interdepeodeoce amooa futl oU IUPOU.rt Ia eompouadtd by tile c>rtulice ia the 

marker of a few very lar&e purch&Mn, auch u FPL. 'The foiJowina sectioJU 

describo tbe detaiiJ Of an elaboratiOD o( the COQ.MqUIDea o( transaction disclosure 

in this type of market, my market evaluatioo aod my coochwo111. 

nera-



Ill. EFFECf OF DLSCLOSURI IN OLICOPOLlSTIC MARitiTS 

A brier review or 1M role that MC*Y plays ia oliaopoly theory is 

helpful in undentandlna the l'riciAt poUcla or oUaopolisll and the predicted impact 

on fuel cosll. 

An oliaopoliJIIc market auuc:nan ia cbancterizad by competition or 

rivalry amona the few, but the aumber ol n,.. 1ft a market does not de ter mine 

conclusively how the market runctlou. Ill 1M CaM or oliaopoly, a number of 

outcomes are pouible depelldina upoa the dearee to which the firma act either as 

rivals or as cooperaton. SeU.n have a COCDIDOO aroup interes t in keepina prices 

hi&h, but have I COnflict O( interest with rapec:t to CD&rklt aJwt. 

The manaaement or ollaopolbtlc f1nDa recoaait.a that, aiven their mutual 

in terdependence, profill will be hiahu whea cooperatl~ policies are punued than 

when each firm tell ~; nly in ill owa canow Mlf-lntarnt. Jr firnu are offered the 

opportunity to collude, oliaopoliJtlc marketl will tend to uhlblt a tendency toward 

the maximization of collective prorltl (the prlciaa tothavior associated with 

monopoly). However, coordiaatloD or priclat policies to mulmb.e joint profiu is 

not easy, especially where coat ud earbt abut di(fereoca lnd to connicuna 

price aod output prefere~ amoq f1nDa. Coordlnatloa ia cooaiderably Ius 

d ifficult wbea oUaopollata cu coemllDicate opealy ud rrMiy. But the antitrust 

taws, which .,. coacernad with iallibltlq ~aopoly priciAa, make oven cooperation 

unlawful. There an, however, avbtJe ways of coordla.atJaa prlcina cSe.:isions which 

are both teaaJ and potentially effecllve I( dlac:lpiiDt cu be ealatalDtd. 

Ooe means of coordiaatioa behavior without I'UJlJI1oa afoul or the law is 

price leadership. Price leadenhlp caa aeotrally be vltwtd u a public slanat by 

fi rms of the chanau In their quoted pricel. I( ada fire kDOWI that iiJ price cut) 

witt be quickly matched by ia rivalJ, It will bave mucb .... iacalltive ro make them. 
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By the sam• loaic, each supplier k.oows that ita ri~ ctft sustaio a hither pr ice 

quote only if other firms follow with mtcll lna prices. 

Focal point pricina is aoother uarnple ol oliaopoliuic pricina that allows 

coordinat ion without violad na the utJtruat laws. Here, sellers tend to adhere 1o 

accepted focal points or caratu IVCb u 1 publkly posted srrice. By seuina au 

price at some focal polnt, a rlrm tacitly enc:ouraaea rlvaiJ to follow suit without 

undercutt ina. The postad price publithed ror YUious &radts of fuel oil by reaion 

would serve u a foc:al ,point for that arta. Oilier types of focal poinu includ e 

manufacture associatioas' J)ublitbtd list pric:a or aove:n~meot-set ceilina pricn. By 

adherina to these accepted llraets, coordlnatioa II rKII itated and prace warfare is 

discouraaed. 

Wll ile oliaopolists have iD«nlivea 10 cooperate ia maintain ina prices 

11bove the competitive level, there are abo d ivisive forces. There are several 

cond itions which limit the likelihood and errectlveness or coordination, all of which 

are re lated to the ability ,or • sinale nrm 10 orrer price concwlons wi thout rur o ( 

reta liation. They ioc:IIXSc ( I) I siplficut DUJDber of Mllen; (2) hettroaeneary of 

products; (3) hi&h overhead cotta coupled with advene busineu conditions; <•> 
lumpiness IJid lllfrequcocy Ia the purc:Mie of products; aDd (5) secrecy aad reta lia­

(ion lap. 

A. Dt NwwMr n4 Sly tf Ogu 

The struc:tural d lmusloa wlt.h the matt obvioua htOutnct oa coordination 

is the number IUid siza dlstrlbutloo or nrms ID the muket. The areater the number 

or sellers in a raarket. everyth laa elM the aanw, the more d lfflc ult It Is to maintain 

a noncompetitive or above -cou prlct. Aa the oumbt1 or firms Increases and the 

market shue or each dec:l ina , firms ara iacraulnaly apt to ianora che effect of 

their pric in& and outpiU decbiona on the IC:tlona or OlMf nrm.a. Ia ~dd itiOD , U the 
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number of firau lncreuu, the probebilhy incruses that at lwt oat firm will ha'e 

lower thao avena• costa aDd 111 aunsalve prlciDa policy. Therefore, ao oliaopolist 

io an industry of IS firma iJ mort likely to offer .ecret di.scounta and leu likely to 

be discovered thao aD oliaopolist iD ID iDdUJtty Of Ollly three firms. 

8 . Prodycl Htltrouu!ty 

If produces were truly homoaeoeous or perfect substitutes in the 

consumer's miod, price would be the ollly variable with which firnu could compete. 

This reduces the tuk of coordlnatioa, for nracs must consider only the price 

dimeosioo. Wheo products art difftrtotiattd, the llrau or riva lry become 

multidimensional and coosi.dtrably more complu. 

C. Omhu4 Coall 

The ability or oliaopolbta to coorclloac. b affected io a variety of waY' 

by cost cooditiont. Generally, lM lrtlttr the differenca io cost structurel 

between firms, the more trouble the f1nDI will han roaintaioina a common price 

policy. There is also evidence that induatrla characterized by hiah overhead com 

are particularly SUJCeptible to prkiAI diKipUM bmkdowna whu 1 decline io 

demand forces the loduscry to operate below capeclcy. The iodustry c:hanc:ter iud 

by hi&h fiud COStl sufftn mort wltea dtiDUCI is depreuad because or SlrOOI 

inducements toward pra-cuttiol ud a lowu floor (nsaraioaJ cost) to pri.ce 

decreases. (Price-cuttioa will be checked at lliP.r IJ)rica wh.eo ma: ainal costa are 

hiah and filled costs are relatively low.) 

D. Lymolnua 114 lafrcunn of Or4tm 

Profitable tacit collusioo b mote likely wtleo orden 111 small, frequtnt 

and reaular, since dttectloo and retallatloo are euler under theM circumsrances. 

Any decision to undercut a price oo whlcll iodusuy mtmben have tacitly aare~d 

requi res I balancina Of probable &liDS lllintt tJit likely COJIS. Tht 1110 from 
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CUtt ina the price derivet (rOftl thl iDeftued probability O( le(IJ rina I profitable 

order and laraer share or the market. The COlt arises from the increased 

probability of rival reactio na drlvina dowo the level ol future prices and, therefore, 

future profits. Tile probalble p ins will obvlowly be laratt when the order at mice 

is larae. Also, the amouat Of io(ormatloa I flriD COOVIY1 about its pricin1 Slrateay 

to other f irms in the market incrnsa with the number of transaction~ or price 

quotes. Clearly, the leu frequently orders Ill placed, the leu likely detection 

would be. 

E. Sccr·tcx antt BtltJiaclqw L111 

The lonaer the adverse COIUeQIIIDC.. of rival retaliat ion C.ul be deiayed , 

the more attractive uodercuttina the accepted price structure becomes. One means 

of foresrallina retal iat ion i.t to araa t secret price cuu. Jf price is above marainal 

cost and if price cooceuiona can reasonably be 11pectad to remain secret, oliaopo­

lists have the incentive to ens••• in secret price shadiDa. 

Fear or retaliation is DOt Umitad j ust to ,.., o( matched price CUIJ by 

other sellers io the market. A di.Jclolutl or aecret price concessioDS to ooe t:uyer 

may lead other buyen to decnaDd equal ttnlllltDL The retult would be an erntioo 

of indUJtry proflts u tht price declines to ICCQJDIDOdltl other buyen or a with­

drawal or price coocessiou iD aeoeraL 

The number lAd size distrlbutioA o( bu~ lA the roarktt it a siaoiricaot 

(actor where fev or retallatJOD it ID importaat IIW'Ut element. Where one or a 

rew larae buyers represent a lara• perc:nt o( the marut, the arutina of sterec 

price concessiona to those buyers by 1 seller 1a likely to lmPQM slanificant ccnu 

1that is, result io sianificatu lou or sales) ror the ramalnlna sellers. Since dis­

closure o f secret price concessions Ia this case 1a IDON likely to prompt immediale 

reaction than would koowledae or price coocesaiou to smaller, iruianmcant rirms, 

nel'e: 
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it follows that rather thu risk u unproOtab&e price battle flrau may cu.se 

offerina coocessioa.s. 

It is not i n tht loaa-run iJIC.rat or the firm coasiderioa price 

conces.sions to initiate price cuts which would lead to lower l!)arket prices aenenlly 

or ru inous price wan. 

reduce price accordloa ly, the prac.-c:utt1111 firm wiU lose the market share 

adnntaae it could have aaioed thrauah secret price shadina. Industry profiu will 

be lower ~Ue tO the lower price leveb. Thert(Ort, liVeD that any price COncessiOnl 

will be disclosed, the molt proOtable SlrttiiY is more likely to be to refrajn from 

offerina price conceuiocu. Ellminatloa opportunltill for secret act ion (by disclos.ina 

p rice, Cor eumple) wou'ld aready reduc. 1M inc:enti" to oliaopolisu to offer pr ice 

concessions. 

IV. MARKET EVALUATIION 

Arter reviewina the theoretical criteria used by economisu to evaluate 

market structure witb FPL personnel koow&edaeab" In the area of fos.sil-fuel 

procurement, I requ.ested ud wu provW:S.d with eaentlal 11111ket data necessary to 

analyu the market in wbic:h FPL purcbuea No. 6 fuel oil (resid). Thew data, 

toaecher with other pubwbecl Information, were Uloid to determine the structure of 

the market. 

A. Marl!tt Stndwn 

The prodVQt uDder coDJidtratioll is rul4 aocl Ill primary purcha.sen are 

utilities. FPL is located in the Southeut ud, beeaUN of ill aeoanphical location, 

purchases resid primarily from rennerla In 1M Ollll Coat area or the Caribbean. 

Transportation costs limit the matket to tbae .,..., altllouab it may be pos.sible to 

p ick up distresled c:araoes from other locadons on the spot nurket. Other major 

purchuers of resid from the Oulf Cout and Catibbean are utilit ies io che 
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Northeast. Due to the additional tnnsportatloo coati, however, utilitiet in the 

Southeut would be unlikely to purchase raid frona oorrhtuttra rerineria. The 

Northeut dOH not have adequate rertoery capeclty to mHt the demand io thu area 

and iJ, therefore, a oet importer or resl4 from the Qull Coast aod foreian suppliers. 

Therefore, the Northeut and Southeast are Ml)lllte, but rtlated, markltl. 

FPL purchases resid ia very larae quuritia, ~&~ually io barae or ship lou 

(100,000 to 200,000 bamb or more). lo 1916, FPL purclwed 25.~60.637 barrels of 

low- sulfur resid, the majority or whic:h (61 perceot) was under medium- term (one­

to two-year) conuactJ. The remainder wu purchased oo the spot market. There 

are very few buyen of mid iA the market who purch.ue quutitia approac:hina the 

levels consumed by FPL. Table I shows the reladve si.u or purchue1 for the 

major consumina utilitiet iA the Southeut aDd the Northeut. or the 10 ut ili ties 

who had purchues o( more thaD SOO,OOO batreb per month for the July throuah 

September 1915 period, FPL is clearly the siaaJe most important buyer in terms of 

size. Only one or the other utilities is located lA the Southeul 

The entry requirtnMDtl for sellert Ia thia marlat are substantial. ~lien 

must be capable or meetioa aU o( tbe utillty'a specilk:atioDS includina quantity and 

quality (for example, maximua su11ur, ull aDd water cooteot). Supplien must t ither 

refine or lither ud bleDd car1011 frorA reriDit5es to matbtable specil1catlons. 

The capital ,.qulremeAtl uaoc:iated whJl buildlq or buyina a refinery are 

c:enainly subttaotial. ADOther viable optloo for tDtry uno thla market would be u 

a reseller. blender or trader. AU of theM pvtklpetioe luels would require a 

f inancial posicion io the oil to be sold. At thll level, the ent.raot would aather 

caraoes fro m refinen or other ttaden aDd bleDd (II required) to marketable 

speciric.ationa. Tho prlroary fac: Wlies requitement W0111d be storaae tanks to hold oil 

ror r~ule or 10 blend euaoa. AUIUDI111 the eat.taat lntend.a to .. u 10 util itiu. 
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the minimum purchue quutity would be ape>rolliaaa&ely 100,000 to 110,000 barrels. 

This would represent ooe barae lot. It is pouible to' leue tankJ with aaitaton fo r 

blendin1. The most nuible npproac:h would be to lnM a 2SO,OOO burel ta_nk. This 

would accommodate two bar11 load& 01 OM medlv• capacity vessel. The cost for 

250,000 barrels of leased :stonae would be ape>rollima&ely SO.OI per barrel per day or 

S0.30 per barrel per month. Total cult c:ott (uaumilll f\111 ut iliz.at ion) would be 

approximate ly $75,000 per month. 

The prospective reseller wovld aiJo DMd to have open linn of credit to 

finance oil purchases until paymeD.t wu received fro• the customer. Auumina the 

enttant in tended to move 1 milllmu• of 1,000,000 t.rfeb per month, it would ~ 

necessary to financ.e approximately SIS,OOO,OOO for lS to 40 days. 

Althouah the current barrlen to entry hlto thb market 11 a refiner o r 

reseller are substantia!, th•y would be evea hither eacept thet the cfepresud sta te 

of the oil industry hu c reated turpllll refinery capeclty and lncreued the stor:aae 

tank capacity available for lease. ,.. COlt or tbele faciUtia will increase as the 

oil iodwtry Improves and the cumot avrpllll availability diminishes. ThUJ, it is 

reasonable to anticipate that runue eotry colldJtlou will be mort, rather thu Ius . 

restrictive. 

A new comi)IUly collieS allo aoter the market u 1 broker sellina small 

carao lou to utilltlll. Ia this CUI, the broker would DOC have to take a financial 

position witll the product a.od would IC1 11 a middlemaa bttw"::. refiners and/ or 

resellen and customers. The primary banter to eouy at thi.l level would bt tho 

need to have established contacts with rtflun, uaden aod potential CUJtomen 

normally active in the market. However, thla may DOC be a very viable approach i f 

an enterina company expects to make utility sa.leL For eiWDple, FPL hu informed 
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me that they are hes ltaol to deal wltls a brour who doet oot actualiy hold title to 

the oil beina sold u thiJ would be colllidt.red a hlah-rilk source. 

Table 2 prese11U1 a liat o( cwrutly active firms capable of supplyina 

resid to the southeuterDI utility IDitW Otl a eoouact buil. Thil list represt~u 

the firms preseotly capable or supplylaa tiM toutheutera utility market. Some o r 

these firms alto supply resld 10 tht IDitUt lo tiM Northtut. Tht list of potenti•l 

contract suppliers to FPL iJ somewhat shorter. For uamplt, because of the low­

sulfur requirement, Laaov•n S.A. ia DOC a preMat supplier to FPL, but could suppl y 

other area utilities with 1111 resulc:tlvt sulrur speclnc:atiocs. Laaoveo refines 

Venezuela.o crude oil which baa a lllp-sullur eoot.eot. Othtn, such u Scrauot Oil 

and Gu Compaoy aod Toreo OU Compuy, sell primarily to U S. Gulf Cou t 

resellers, but could supply utilities that ba" their own transportation and buy tio 

sufficiently larae quantities. Ia its lut request ror bids to supply requirements for 

1917 and/ or 1911, FPL re-ceived 12 propoab. Under circuautances where only 12 co 

20 firms compete for sales ia a IDitbt dominated by a few lara• purchasers, u c h 

firm will be cooceratd with tiM ICt1oel or poteotlal react.iolll of iu rivals. The 

lou of a lara• salt, such u u FPL coetrect. would uadoubttdly !lave a sianif ican t 

effect 00 the market share or that nn.. 
Some renotn or reMDeft. mo.p DOC ordiDarily c:a~blt of or willina to 

commit the resourct~ nec.ary to IIMt udlity tPteillcaliolll lo c.rder to compete In 

the contract IDitket ror iow-rullu redd. eay be pottcuial spot market suppliers . 

Table 3 lists firms Ia thil ClltiOIY· The cumber or firms In this c:ateaory is also 

small enouah that they miUt be aware oC ud eGClldtr the prlea offered by the 

others In the ir decislonmaklna procesa. 

The primary charactariadc wlllc:b diatloaub hts oliaopolistic markets is the 

interdependence or the sellen lo the IDitkel. ca .. rty, io view of the relatively 
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small number oC sellen, the ratrktlolll Oil eDtry and the small number of Jarae 

buyen, the bids aDd prices ofrertd by 0111 flltl oil supplier will have aa effect oo 

the pricina policy and t"le quantlty sold by the remaiolna sellen. A firm wishina to 

sell ruid to FPL Ia thil market canDOt laoore the actions or pricina dec:is ioOJ of 

other firms aod reasonably upect to profit in the lona term. 

8 . Effts:t oC D!tdoayra 

Ia Stet loa Ill, the role of dlac:loewe and the factors conducive to pr.ce ­

cutt ina in ollaopollulc ioduattltl wu dbclllltd. The analysil indicates that the 

fac:tort which facilllltt Mc:ret dbcouatln& lrl alto preseDI iD the SO<IIhea.stern 
market for resid.. As dilclllltd, there art C11rrtotly 12 to 20 firms capable of 

supplyina resid in thlJ markeL RtMIItn or broken will havt~ d ifferent cost 

structures thaD refinen. The oil llldustry II typically clwifitd a.s a hiah overhead 

cost industry. :OntrKtl Cor resid art larae and infrequent. The probable net gains 

fro"'l d iscountina are aruttr where orders art lara• aAd infrequent . In the absence 
of public d isclosure, prk$ coocasl'>OI could reuooably be upected to remai11 see m 

for at lust ooe to two ytan uDder a loaa-term COfttract. Aod filially, the upected 

aains to uodercuttina the industry price 10 a larJt buyer such u FPL would be 
tarae if SKreey could be uaUJMd. AU ol tllat market characttrilties which are 

present io the southeullra r116d aaarktt art colld.aclve to the anotioa of price 

coocessioDJ. A limltlaa factor, bo"ver, may be dilcleture or tite lack or secrecy 
since price coocasloas 14 a tloaular tara• buyer such u FPL could mean a 

signifiCIJit lou oC sa1a Cor the remaiailla sellen. 

The analysb of the Cue! market Ia which FPL competta indicates that 
sellen have a strona incentive to arut pra concessions, but a.re most likely to 

grant them ooly if SKrec:y can be wured. 

nera· 



V. CONCLUSION 

Theory predicu that to 1M eataat riMl aupplia and servicea are 
purchased io oliaopoliJtJc awktU, public dlaclolu,. or detailed pricina informatLOD 
will arutly Umlt opporrualtJ. r« .,., pra concwioa.a. Thil tl\eory ii evea 
stronaer wl\ea applied to a tarat buyer 1a ,.._._ to d\t aiu of tht market. My 
lDIIYJis or tile actual market ladicat• that FPL Ia • very lara• buyer purchuina 
fuel oil ia aA oliaopotiltk: awltet whe,. latat.s.peodaoc:. is a key cl\aracter is tic. It 
follows that tht tlS)teted CODMqlleDCt of .,...., dlacloturt or tl\t detliJJ Of fuel 
traDJlctloDJ is rewer price cooeu1loa.a. Pta coacaaloa.a la ruel coatraclJ result 
ia lower overall elec:tricity cott to racaperen. Con.Mqueatly, public diadosure is 
likely to bt detrimeatal to FPL aDd Ita ratapeyen. 

PAMELA .1. CAMERON 

Swora bt(o,. IDe thll 'I~ diJ o( Marcil, 1917 ia t!K District of Columbia. 

NOTARY PUBLIC 

M y commission expires kpt :JtJ. /'J ~1 
" I 
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NORTH!ASTIIN AND SOtrrHEASTERN 
UTILITIES CONSUMING APPROXIMATELY 

500,000 BAltRILS PLUS P!TROLIUMI PER MONTH 

J•IJ tll1'041tll s.,ceakr 1915 

Number ol 
Delivery Barrels 

Ulililx£Mgolb Eaiall :ill II ~ll[libls'd 

( l) (1) (3) 

Florida Power and Liaht 
Company 

July a Florida 2,920,000 
Auaust 9 Florida I,OII,OtlO 
September 9 Florida I Z24 Qgg 

$,302,000 

C3nal Electric Company 
July MuaaciiUMtta a6a,ooo 
Auaus t Muacbusetta I !22~ • ooo 

1,963,000 

Central Hudson Gu and 
Electric Company 

July 1 New Yorll: 902,000 
Auaust 1 New Yorll: 1,012,000 
September 1 New Yorll: ~2Z ooo 

2.$06. 000 

Commonwealth E4iwD Compuy 
July 541 ,100 

ConnKticut Lialll aod Po.,... 
Company 

Auawt 3 CoaMCtialt 696,000 

Consolidated Edison Compuy ol 
New York 

July 9 New York 1,220,000 
Auawt 9 New Yort a4a,ooo 
September a New Yort 11:!12 000 

) ,143,000 

nera: 

TABU: t 
Paae I of 1 

Averaae 
Sulrur 

Cgo"ol 
(Percent) 

(4) 

0.13~ 
1).14 
0.31 

2.03 
2.09 

1.32 
1.31 
1.23 

0 67 

0.99 

0.29 
0.29 
0.26 



NORTHIASTERN AND SOuntJASI'ERN 
UTILmiS CONSUMING APPIOXlMAnLY 

500,000 BARRELS PLUS PITIOLIUM PER MONTH 

JMIJ cbro•alt S.pte•kr 1915 

Number or 
DtUvtry Barreb 

l.llililxlMllDlb ~giaa S1111 e1m:bued 
( I) (2) (3) 

Florida Power Corporacloo 
July 7 Florida 730,500 
September 7 Florida ~l.m 

1,374,400 

Lona lsi&Ad Liahtioa Compaay 
July 4 New Yon 1,499,000 
Auausc .. New York 1,636,000 
September .. New Yort azz.ggg 

4,007,000 

New Enaland Power Company 
July 2 MuaacbUMCU $91,000 
September 2 MUSICh liM ttl ~l ggg 

1,234,000 

Peo!Uylva.nia Power aDd l itht 
Compa.oy 

July 6 Ptusylvula $06,000 
Auaust 6 Ptusylvu.la 1,393,000 
September 6 PtJWylYU.la 6j;IZ ggg 

2,$06,000 

TOTAL 23,976,100 

TABLE I 
P•a• l of l 

Averaae 
Sulfur 
~OL 
(Percent) 

(4) 

1.2S~ 
1.1 4 

2.20 
2.20 
2.30 

uo 
2.04 

0.91 
0.19 
0.19 

Sourc:e: U.S. Department or Eotr1Y, EMilY lolormacloo Administra tion, Electric 
Power Ouancrly, Table 14, Tlllrd Quatttt 1915. 
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POTENTlAL SOUTHIAST RlSID SUPPLIERS 
LONG· TUM CON'TilAC'I'S 

Loaa·Term 
TI'IU&'Onatloa 

A~:riva Cgmgaox BlfiDII: (a-1 Ql: Uua) 
(I} (2) 

Amerada Heu Corporatioo Y• v .. 
Amoco Oil Company Y• ..... 
Apex Oil Compaay No v .. 
B. P. North America No v .. 
Belcher Oil Compaoy No v .. 
Challeaaer Petroleum (USA), Inc:. No No 
Chevroa loteraationaJ Oil Compuy No v .. 
Clarcodoo Markelina, Inc:. No No 
Eastera Seaboard Petroleum Compaay No No 
Global Petroleum Corporatioo No No Hill Peuoleum Compaoy Y• No Koch FuelJ, Inc:. Y• No 
Laaoven S.A. Y• v .. 
New Enaland Petroleum Compaoy No No 
Peu obru (Brazil) Y• v .. 
Phibro Distributors Corporalloo No No 
Scallop Petroleum Compuy No v .. 
Seraeant Oil and Gu Comp&Dy, Joe:. No No 
Stinna lnteroil, Joe:. No No 
Sua Oil Tradina Compaay Y• No 
Tauber Oil Compaay No No Torc:o Oil Company No No 

TABLE l 

Current or 
Previous 

S1111111i1[ g[ Eel. 
(J) 

Yes 
No 
v .. 
Yet 
Ye~ (current) 
No 
No 
No 
No 
No 
No 
No 
No 
Y .. 
No 
No 
Yet (current) 
Yet 
Yts (current) 
No 
No 
No 

Source Dill. provided by Florida Powtt tad Ll&llt Compuy. 

nere: 



• 
TABLE J 

POTENTIAL SOUTHEAST RESID SUPPLIERS 
SPOTMARKIT 

Acrjve Company 

Amerada Heu Corpotttloa 
Am()(:() Oil Company 
Apu Oil Compaay 
B.P. North America 
Belcher Oil Compaay 
Challeaaer Petroleum (US.t.), lAc. 
Chevroa lnteraatioaal Oil Compaay, Inc. 
Clareadon Markedna. IDC. 
Eutera Seaboard Petrol«~taa Compaey 
Hill Petroleum Compaay 
Koch Fueb, Inc:. 
Laaovea S.A. 
New Enaland Petroleum Compuy 
Phibro DiJtributo" Corpol'ltiol 
Scallop Petroleum Compuy 
Seraeant Oil aad Gu Compuy, lac:. 
Tauber Oil Compaay 
Transworld Oil (USA). lac. 

RtOntr 
(1) 

Ya 
v .. 
No 
No 
No 
No 
No 
No 
No 
v .. 
Ya 
v .. 
No 
No 
No 
No 
No 
Yet 

Lona-Term 
Trensportat ion 
(Own or Lease) 

(2) 

Yes 
Ytt 
Yet 
Ycs 
Yts 
No 
Yes 
No 
No 
No 
No 
Yes 
No 
No 
Yes 
No 
No 
No 

Source:: Data provided by Florida Po"r aAd Lialu Compeay. 
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ATTACHMENT E 

BEFORE THE 

FLORIDA PUBUC SERVICE COMMISSION 

STATE OF FLORIDA) ss 
COUNTY OF DADE ) 

AFFIDAVIT 
l)oc:Mt No. 850001.£1 

Before me, the undersigned authority. 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 a n employed by Florid.a Power & Ught Company ('FPL j as a Forecasting SpeclaRst in the Business 

Systems Department. I received a Bachelor's Dl!i1ree In Chemical Englnaar'lng f rom CorneD University in 

1972. In 1974, 1 received a Master's Degree in Business Administration from the University of Chicago. 

From 1974 to 1984, I was employed by Mobil 011 Corporation where I served as a SPnior Staff 

Coordtn<>tor and Supervisor in the Corporate Supply & Distribution Department, and the Worldwide Relining 

and Markellng Division's Strategic Supply Planning and Controler's Departments In positions of Increasing 

resporsibihty. 

In January of 1985. I joined FPL as a Senior Fuel Engineer and was responsible lor the fuel pnce 

forecas ting and fuel-related planning projects. 

In January of 1988, I was given the added responsibility for being Team leader for FPL's Forecast 

Review Board Task Team. 

In September of 1988, I was named Principal Engineer. 

In June ot1 989. I was given the added responsibility for the Regulatory Services Group In the Fuel 

Resources Department. 

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

In Oc1ober of 1993. I was named Forecasting Specials!. 

I have reviewed the affidavit of Or. Pamela J . Cameron, dated MarCh 4. 1987. The conditions cited 

In Or. Cameron's affidavit , that led to her conclusion that the market In which FPL buys fuel oil Is 

otlgopolistic. are still true today. The reasons lor this are as folows: 

A. Table t attached hereto Is an updated version of Dr. Cameron'a Table 1 showing the relative 

size ol residual fuel oil purchoses lor tht major consunlng utllltlu In the Southeast and the 



Ungar Attrdavtl 
Page 2 

Northeast. Of the 4 utllltles who had residual fuel oil purchases of more than 6 million barrels 

in 1993. FPL Is clearly the single largest buyer, eapeclaay In the Southeast. 

B. Table 2 attached hereto Ia an updated varalon ot Dr. Cameron'• Table 2 (Contract Supp~ers) 

and Table 3 (Spot Mar1<et Suppl ara). It ldentlflu those firms currently capable of supplyrng 

residual fuel oil to the Southeastern utYity matket on a contract or spot basis. Circumstances 

today do not require a diHerentlatlon of suppletl between the contract and spot (one delivery 

contract) mar1cets. Since some of thue supplors cannot always meat FPL's suHur 

spoclfications. the list or potential contract supplera to FPL Is somewhat shorter. In 1986. there 

were 23 potential fuel oil suppliers to FPL; In 1994, there are currently 29 potential fuel orl 

suppfiars. In Its current request lor bids to aupply a portion of FPL'a fuel oil requirements undo r 

contract for the 1993 through 1995 pet1od, FPL received 5 propo11als. Under circumstances 

where only 25 to 30 firms comp~talor sales in a mar1cet dominated by a lew large purchasers. 

each firm {suppier) wiD be concerned with the actlona or potential reactions of its rivals. 

The information shown In columns P and 0 of the 423·1(a) report Includes lnformalion on th4 

terminabng and transportation mar1cets and the fuel oU volume and qualty Inspection market. In 1987, FPL 

was only able to find eight qualllled parties with an Interest In bidding terminating and uansponat:un 

services. Of these, four responded with transportation proposals end s ix with tarminaUng proposals. Due 

to the small demand In Florida tor both of these s81VIces. mar1cet entry Ia dllllcull. ConseQuently, dtsclosuro 

of this contract data •s reasonably likely to reaull In lncre&Md prlcas lor termlnaKng and uansponauon 

servtCeS 

Petroleum Inspection services als? have the m\lrktl clllflctetl•tlcs 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 SetVIces ln 1991, only five quahfied blddert 

were found for FPL's bid soUcitatlons. Consequently, disclosure of th• oontractuallnforrnalion (I.e .. prlcos. 

terms and conditions) of these services would have the same negatlv• effect on FPL's ability to contract 

tor such services as would the dlsc!osure of FPL's prices lor residual (No. 8) fuel 011 delineated In Or 

CamNon's aHidavit. That is, pursuant to economic theory, dsc-.sure of pricing Information by a buyer in 
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an oligopollstlc market Is likely to result In a withdrawal of price concessions to that buyer, I hereby Impairing 

lhe buye(s abllny to negotiate contracts In the future. 

The adverse effect of making Information of this nature available to !!l.lppliers Is evidenced by the 

011 industry's reaction to publicaticn of FERC form 423. That form disclOses a delivered price ol luel oil 

Because of the lmponance of this Information to fuelaupplers. aeveralservlces arose which compiled and 

sold I his in I ormation to suppUers that are only too wmlng 10 pay. We expect that a similar · collage 

Industry• would develop lithe FPSC 423·1 (a) or 423·1 (b) dati were made public. Therefore. lho publicalion 

ol lhls inlormauon will be made readily available to the fuel aupp .. ra. and this wfll ultlmalety act as a 

delrimenl lo FPL's ralepayers. 

The inlormatlon whiCh FPL seeks to protect lrom dlacloaure Ia contractual data that is treRted by 

FPL as proprlelary confidential business Information. Aoces.s within the compeny to lhls Information Is 

r'lslricted. This lnformalion has not, to the best of my knowledge, been disclosed elsewhere. Funhermore. 

pursuant to FPL's fuel contracts. FPL Is Obligated to use al rauonable efforts to maintain the conhdent1aflty 

of lhe inlormt~Uon identified as conlldenllal In Attachments A and C of FPL'-s Requesl tor Sp9cllled 

Conlidenlial Classlllcatlon. 

The pricing intormation appearing on FPL's Form 423·1 (e) or 423·1 (b) lor which confidential 

classilicauon is sough! should remain confidential for the time period the contract Is In ellecl . plus six 

monlhs. Disclosure of pricing Information during the contract period or prior to the negotlalion ot a new 

contracl is reasonably likely to Impair FPL's ability to negotiate future contracts a.s described above. 

FPL typicany negotlales new residual (No. 6) fuel oil contractJ and fuel related services contracls 

prior to lhe end ol oxlsling conlracl$. Howe~tr. on ~Jon tome conlraet negotiations are nottmahzed 

unt1l alter the ond ot the contract perfod of existing contracts. In those Instances. the new contracts are 

typicany negotiated within the next six months. r.onsequenUy,ll II nace11ary to malnlaln tho conlldentlaUty 

ol the information Ide nUlled as conlldanUal on FPL's Form 423·1 (a) or •~-1 (b) lor stx months afler tho end 

ol the Individual contract period the Information relates to. 

With respect to residual (No. 6j fuel oil price Information on the Form 423· 1 (e) or <423· 1 (b) tor on 

that wa:; not purchased purauant to an already exftUng contract, r.nd the terms of the agreement under 
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w'lich such fuel oil is purchased are fulfilled upon deivety, FPL requests the price Information ldentlied as 

confidential in Attachments A and C of FPL's ~equest for SpeclRed Confidential Classification be kept 

confidential tor a period or six months alter the de »very. Sbc months Ia the minimum. amount of time 

necessary lor confidentiality of these types of purchases to alow FPL to utilize Its ma:1tet presence In 

ga1ning price concessions during seasonal fluctuations In the demand for residual (No. 6) fue l oil. 

D1s::losure of this information any sooner than sbc months a1ttr COftlllttlon of the transaction is reasonably 

likt y to Impair FPL's abll:ty to negotiate such purchases. 

In summary. ltls my opinion that the conditions cited by Dr. Cameron In her aHidavit are sti I va lid. 

and that the markets In which FPL buys fuel oil, a.nd fuel oil related servas, are oligopoftstlc. 

In addition, this aHidavlt Is In support of FPL's Request for Confidential Clas~illcatlon of No. 2 fue l 

oil price lnlormatlon found on FPL's Form 423·1 (a). The No. 2 fuel oillnlotmllltlon Identified on Attachments 

A and C in FPL's Request tor Conlidrntlal Classification Is proprleuwy confldtntlaJ business Information as 

that term Is defined in 1366.093, F .S. As such, disclosure of this contractual data would Impair FPL's ability 

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

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

FPL has agreed to not pub~cly disclose any supplefs bid. This non-disclosure agreement proteCis both 

FPL's ratepayers, and the bidding suppUors. As to FPL's ratepayetS, the non-public bidding procoduro 

provides FPL with a greater variation In the range of bios that would otherwise not be available II the bids, 

or the w1nnlng bid by Itself, ware publicly disclosed. With pubAc disclosure of the No. 2 fuel oil prices lound 

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

the possibility that one supplier might, based on his economic sltuat.lon, come il'l substentlaly lower than 

the other suppliers. Nondisclosure likewise protects the suppltrs from dvulgi"'J any economic advantage 

that suppher may have that the othors have not discovered. 

The No. <> fuel oil pricing Information appearing on FPL's Form 42:1·1(a), for which confidentiAl 

classlllcatlon Is sought. should remain confidential tor the time per1od the contract Is In effect, plus six 

months. C1sclosure of pricing Information during the contract ptr1od or prior to tht negotiation of a new 

contract Is roasonably hkely to lmpalr FPL's abiUty to negoUatt future contractJ u described above. 
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FPL typically negotiates Its No. 2 fuel oll contracts prior to the end of such contracts. However, on 

occasion some contracts are not negotiated until alter the end of the current contract period. In tho53 

Instances the contracts are typically renegotiated within six months. C:~nsequently, It Is necessary to 

rnain tafn the confidentiality ol the Information k:lantilled as confidential on FPL's Form 423·1 (a) lor six 

months attar the end of the Individual contract period tho Information relates to. Disclosure of this 

information any sooner than six months attar completion of the transaction Is reasonably likely to Impair 

FPL"s ability to negotiate such contracts. 

Further affiant sayeth naught. 

State of Florida 

County of Dade 

) 
) ss 
) 

The foregoing Instrument was acknowledged before me thlsBll1 day of Septomber. 1995 in Dade 

Co""''· Fl"~' by Eoogooo "''"' who • """"~~ 

(9?ACJf:LA A. ARIAS 
Name of Notary 

CCJWZ.41Z 
Serial Number 

.... - ... -



Source· 

TABLE 1 

NORTtiEASTERN AND SOUTHEASTERN 
ununes PURCHASING APPROXIMATELY 

6 MIWON BARRELS PLUS PETROLEUM IN 1093 

I.LJIIv/M orfh 

Florida Power & Light 
Company 

Canal Electrtc Company 

Florida Power Corporation 

Long Island Ughtlng 
Company 

Average 
Su!M 

State Blat II CIXllllll 
(000) (Percent) 

Florida 37,902 1.57 

Massachusetts 7,688 1.54 

Florida 10,786 1.85 

New York 9,747 0.90 

U.S. Oepanment ol Energy, Energy lnlorm1t1on 
Administration, Eitgtrtc Ppwar Moothly Awl! t994.Tablo 
85. 



TABLEJ 

~OTENTlAL SOUTHEAST RESID SUPPUERS 

Ac!lye Cgmpany 

Amerada Hess Corp. 
BP North America 
Chevron International Oil Co. 
Clarendon Marketing. Inc. 
Clark Oil Trading Company 
Coastal Fuels Marketing, Inc. 
Enjet Inc. 
Global Petroleum Company 
lnternor Trade, Inc. (Brazil) 
John W. Stone Oil Dist. 
Koch Fuels 
Kerr McGee 
Las Energy Corp. 
Lyondell Petrochemical Co. 
M&taUegeUschaft Corp. 
Northeast Petroleum 
Petrobras 
Petro lea 
Phibro Energy Inc. 
Rio Energy International 
Stewart Petroleum Corp. 
Stinnes tnterolt, Inc. 
Sun Oil Trading Company 
Tauber 0 11 Company 
Texaco 
Tosco Oil Company 
Transworid Oil USA 
Trintoc 
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 
Suppler of FPL 

Cgotragt!Soot 

YES/YES 
YES/YES 
NO/YES 
YES/YES 
NO/YES 
YES/YES 
YES/YES 
NO/YES 
NO/NO 
NO/NO 
NO/YES 
NO/YES 
NO/YES 
NO/NO 
NO/NO 
NO/NO 
NO/NO 
NO/YES 
NONES 
YES/YES 
NO/NO 
YES/YES 
NO/NO 
NO/YES 
NO/YES 
NO/YES 
NO/NO 
NO/NO 
NO/YES 

Scuoe: Oat. provided by Flortda Power & ~Company (Auptt JO, 1"5) 

Now: I) Thla cable -• as dM Ud for lloth CCN~tnct 11114 1p0t , • ., I rs (T.W. 1 I T.W. l) 



C!RTIPICATB OP S!RVICB 

I BEREBY C!:RTIPY that a true and correct copy of Florida Power 
& Light company's "Request for Confidential Classification of 
certa i n Information Reported on t he Commission ' • Form 423-1 (a ) " for 
July 1995 was forwarded to the Florida Public Service Commission 
via Airborne Express , and copies of the Request for Confidential 
Classification without Attachment A were mailed to the individuals 
listed below, all on this 12th d ay of September, 1995 . 

Barb11ra A. Balzer 
Flor .da Publ ic Service Commission 
101 East Gaines Street 
Fletcher Building 
Tallahassee, FL 32399 

John w. McWhirter, Jr . , Esquire 
Joseph A. McGlothlin, Esquire 
L\lcWh irter, ~eeves McGlothlin, 

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

G. Edison Holla.no, Esquire 
Beggs & Lane 
P . o . Box 12950 
Pe ns acola, FL 32576 

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

Robert s . Goldman, Esquire 
Vickers, Caparello , French ' Madsen 
P. 0. Box Drawer 1876 
Tal lahassee, FL 32302 

Mr. Prentice P. Pruitt 
Florida Public Service 
Co11111i ••ion 
101 East Gaines Street 
Fletcher Building 
Tallahassee, FL 32399 

Jack Shreve, Esquir e 
Robert Langford, Esquire 
Office of Public Counsel 
624 Puller Warren Building 
202 Blount Street 
Tallahassee, FL 32301 

Lee L . Wills, Esquire 
Jame• D. Beasley, Esquire 
Ausley, McMullen , McGehee 
Carothers & Proctor 

P. o. Box 391 
Tallahassee, FL 32302 

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

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



r -

Zori G. Ferkin, Esquire 
Sutherland, Asbill ' Brennan 
1275 Pennsylvania Avenue, N.W. 
8th Floor 
Washington, D.C. 20004 

Occidental Chemical Corporation 
Energy Group 
P . o. Box 809050 
Dallas,TX 75380- 9050 

C•• t J tl . Jul 

Josephine Howard stafford 
Assistant City Attorney 
315 East Konnedy Rlvd. 
Tampa, FL 33615 

~~. David L. Smith 

--
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