
A p
ril 14, 19 9 4

Dear Ms. Bayo: 

Ms. Blanca Ba yo, 
Di

rector Division of Re c ord s  an
d R

e J>orti
n

g Florida Pu blic Service Coo�i
s

si on
101 East Gaines St

r ee t  Fletcher B u ilding Tallahassee, Flor
ida 3239 9

-
oaso 

Re: Doct
e

t 

No. 940001
-

a
r

ft lJ IIU,SJ 

En close d  for 
filing with the Com mis sion in Docket No. 940001-£1 are

the t'olloi.,ing: 

FPL's Req uest 
for Confidential Classification. Fifteen copi es 

of FPL•s Request For Confidential Classification ot Cer t ain

Inforcation Reported on t
h
e Co1:11:1ission•s Fon, 423-l(a

) Wit h

Attachments 

B, c, D 
a

nd £ ar c enc1osec1. The origin al Request

for Confidential Classifica ti

on of Ce
r
tain 

I
nform

ation

Reported o n the Co mmission 's Fo re  4 2 3-l(a) With 
Attachcents 

A,

B, c, D a nd£ is e nclos
ed. Plea se note that Attach ont A is

an une
d
i

t ed  Fon,, 423-l(eJ and therefo re needs to be trea
t

e d  as

confidential. 
If 

Yo
u h

av
e 

a

n

y qu
e st

io

n

s 

regard
i

n
g 

t

h

is 
tra

n
s

m
it

tal 
o

r 
t

h
e 

in f ormat i
o

n filed herewith, you may contact me a t  (lO SJ 5 52-2 7 2 4.
Sinc er ely,

K St
ev en 

H
.

Att
o
rney

SHF:sk

Enclosur es
le tte r2.J ari



In re: FU l
a

nd P\l
r

cha
s
ed 

p
ow

e
r 

cost nec o verY clause an d Gen erating

per
f
o rm nee inc ntive r acto r 

-

P\lrsuant to \366.093, f.S. and r1orida �dministra t
i

v e cod•

RUl e  2s-22.o06, flo r1da 
p

over • Light comp any (" FPL "I regu ests tha t

th
e 

r1o
rida P\lbliC s

e
rvice c omm

is
sion (•comn

is
sio n

"l 
clas sifY as 

con fidenti al i
nto

rna
t
i

o

n 

c
er

ta

in i
n
f o

rm

at
i

o n 

re

p

orted on 

F

P

L'• 
oc

to
ber, 1993 •23-l(al r,

,e
l Report a s  de

li
nea

ted be

l

OV•
1 n 

s

upp<>

r t  

o f  its request FPL st
ates

:

JlEQUEST TO � c o N ?lD EllTl� L  

ci:.r. BBITlC�T lON O F  
cBBT�IN 1JIT()tu<JITION 

u'POBTB D OB TBB co 111<I BBI ON' B  ro tlll  
.,,-11•1 

1-

F P L se
e

k
s c

l a
s
�ifica tion of

 the be l
o

V 
s
p
e cifi

e
d 

informatio n as propr iet arY c o n fidential bus i
n
e ss info

rm
ation

(1 )  • • • u
po

n request of the publ ic utility o r

other per son, anY records r ece ived bY 
the co mmission 

whi
c
h are sh ovn and found bY t he co eDission to be 

proprietarY co n
f
id e nt

ia l busine
s s 

i
nf

o

rmati
o

n 

shall be 

kept confide

n
t
ial and shal

l be exe�pt fro s. 
1
19. o< tll•

(31 • • • Pr
oprietary confid

ent
ial bus 1nes s

info

rm
ation 

inclu des, but
is not li ite d to

e 

(d )  I

nf

o
rmation 

c
on

c
e

rning bids or oth
e

r 

co n t
ract

u al data, the d iscl osur e of which vould i p air

the effort 

o f  
th

• publ
i

c 
u

t ilitY o r it• affil
iat

es to

con

tr
act to r  

g oods or s e
rvices on fav orabl teri>S· 

• E 



2. rn apply ing th stat ut ory standard del,n ted In paragra
ph

1, the Com.m fsslon is not r q uir d to wef gh the erfts or P Ub
l

ic
d isclosure relative to t h e inte re s ts of utility custooers. Theiss u  prese nted to the Co is s ion, 

by thi s ple ding, is wh t h e r  th e
i nto atlon sought to be protect d f

its within th s tat ut
o

ry 
def

i
nition of proprie tary con

fid e n
tia

l b
u sin ss inf

o
n,at fon, 

!3 66

.

0
9

J, 
an

d s

h

o

ul
d th refore 

b
e e

x
empt

f
rom tl19.07(1). 

l. To establis h that m ateria l is proprieta ry confi
de ntial

bu siness information unde r !l 66.0
9

3(3)(d), F.s., a utility m ust
dem onst r ate (1) that the infon,

a ti
o

n is c ontractual data, •nd (2) 
that the disclosu re of the

data wou l d  impair the efforts o f  the
util ity to contract for gO<>ds or s ervi

c es on favorable terms. The
Com.miss ion has prevfous1y recogniz ed t h at this latter require ent

does not necessitate the s
h
e w

i

ng o
f act u al impain, ent or the ore 

d ema nding stand ard of actua 1 adv er s e r e sults: instead, it o ust
sf Pl y be s hown that disc losu re i s 

" r
e as

o
na

b l
y 

li
kel

y
" 

to impair
th

e contracting tor goods or s erv i
ces 

o
n 

f
a

vo
rabl

e t en,s. SeeOrd
e

r No .  17 0 46, at pages 3 nd 5. 

◄ •  Att ched to this p
leading • nd  

in
corp

o
ra

ted herein by
r efere n ce are t he follo wing documents:

Attach ment AJ A copy of FPL•s Jan uary ,  199 4  For m  4 23-l(a) wi th

the inton,ation f
o
r Wh

i ch F PL s ee
ks confidential 

c l
a

ss
if

i
cat

i

o

n hi ghli
ghted. 

This d
o

cu
me

nt is to be
t
r eated 

as confi
d e ntial. 

2



Attachment B) An edited copy of FPL's January, 1993 Form 423-l(a) 
with the information for whict, FPL seeks 
confidential classification edited out. This 
document may be made public. 

Attachment C) This document is a line by line justification 
matrix identifying each item on FPL's Form 423-l(a) 
for which confidential classification is sought, 
along with a written explanation demonstrating that 
the information is: (1) contractual data, that (2) 
the disclosure of which would impair the efforts of 
the utility to contract for goods or services on 
favorable terms. 

Attachment D) The affidavit of Dr. Pamela Cameron. Dr. Cameron's 
affidavit was previously filed with FPL's original 
Request For Confidential classification of certain 
Information Reported on The commission's forn 423-
.11.Al on March 5, 1987, in this docket. It is 
refiled with this request for the convenience of 
the ComtDission. Attachment E updates Dr. Cameron's 
affidavit. 

Attachment E) The affidavit of Eugene Ungar. 

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

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

confidential classificaticm of the information identified by 

attachments A and C. Those two prongs are conclusively established 

by the facts presented in the affidavits attached hereto as 

Attachments D and E. First, the identified information is 

contractual data. Second, disclosure of the information is 

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

services, as discussed in Attachments C, D and E. 

6. FPL seeks confidential classification of the per barrel

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

per barrel terminal ing and transportation charges, and the per 

3 



ba
r

r l p trol u in

sp

ec
tion char

g
s d 1in atcd

on 
FPL'S Form 423 -

1() FUCl Re
po

rt 
as ore spe cifica

ll y  i de ntif
i 

d by At
t
a

ch 

e

nts A

an
d c.

1. The confidenti l nature of th• NO• 6 
fu l oil inforcation

FPL s kS to pro tect is easily demons
t
rated - on c e  one und rstands

the na tu re of tile 11&rket i n whicl> D'L a� a t,uY <>X  us
t operate- Th• 

•arket is No- 6 fuel oil in the south eas tern un
ited states nd tha

t

11&rk e t  is an oligopolistic ark et. :;_ ee �a
["'tOD po d UD911X 

A.t!i�av
itli· 

In order to achieve the best c ont r ac
tual prices and

terms in a n  oligopolistic arket, a buyer ust n ot disclose pr ic e

c onces sion s  p r ovided bY any given s u p
p

li
e r - oue to its presence in

th• mark et for No- 6 fuel oil, FP L is 
a buye r t

hat is reasonabl Y

like l y  to obta
in prices and term s n ot av

a i
lab

l
e t o other buyer s.

The re fo re , d isclosure of sue� pr ice s and te rns bY a buyer, 1
i

:e FPL

i

n en o
l
igopolistic arket, such as No- 6 fue

l 
oil, is r ea

s
o na bl Y

lik el y

t

o
inc

r
ease t

h
e 

pr
ic e  at

whi
ch 

FP L  
c
an contract tor NO· 6 

fu e
l oi l  in the future. �e ,;be aff} O

a
vits o f  c;a

rP.

f O D  a n
d

png ar• 

s. T he e
cono ic princ 1p1es d

i
scus sed i

n pa
ragraph 6 an d  or.

c
a e r

on's a
ffidavit are equallY applic

able to
F

PL

'S cont

rac

tu a
l 

data

r
e

l
at i

ng 
to tc

rn
i
na

li
ng a

n d  
t
r

a
n

spo rta
tion charg es , and 

pe
tr

01e u• 
inspec tion s rvices a s  d escri

bed 
in

£. ung
ar

' s  ffl
davi t

-

9. T

he 
c
o

nu>

is sion nee

d 
onlY 

a
ke two

findings 
t

o gr ant

con
f
iden t

i
al cl

ass
if

icat
ion

to 

t

he N

o. 

6 
f

u e l

0 11 
i

n
f

o

rc

at
io

n 



id ntif i  d as confid nti l in Att chmen
ts Ca n d o, to w it: 

(a)
That th e  No- 6 

f u el oil data id entifi e d is contr
a

ctu l

dat
a. 

( b l 
That FPL's ability to procur No. 6 fuel oil, terminaling

and transportation services, and pe troleum i nsp ctio n 

se rvices is re s onabl y  li ke ly to be 1 paired b y  the 

disclosu
re of th infomation id entifie d b

e
e use: 

(
i )

The markets in which FPL, as 
a buy er , must procure 

No
. 

6 fuel oil, t enaina
li

ng and transpo rtation 

servic es, nd 
fue l  in spec tion servic

e
s 

ar 
o l igop oli stic : and 

(i
i) PUrsuant t

o ec
o

no ic theo ry
, a su b

stantia l buyer i
n

an oli gopo.istic mark et can obtain pric� 

co
ncessions not availabl e t

o oth er buyers, t h e

di
sclos

u
re 

o
f 

wh
ich 

w
o

u ld 
e

nd such conce ss ions, 

resulting in highe r  price s  to t
h

at pur
chaser. 

10. T
h

e 
confidential nature o f  the No - 2 

fuel oi
l

i
nfor,n

atio n, 
ide ntif i d in J.ttachments A and c s c

o n
fid e nt

i
al 

inf o rma
t

i
on

,
is i nherent in the bidding proces s us ed t o pr

o
c ur e No .  

2 fu e l oi
l- Without con

f
idential classificati on o f  th e pr i

ce FP L

pa ys f or No
. 2 fuel oil, FPL is reaso nabl y likel y to e xperi en

c
e 

a

na
rrow

i
ng 

of 
th

e 
bids offering 10. 2 fuel oil- The rang e of bi ds 

is e
xpect e d 

to co nverge on th e last reported p ub lic price, the reb y

el iain a ting th e  
p
robabilit y that one s u ppli er wi ll sub sta

n
t
ial ly 

und
e r

b
i
d 

t
he other suppliers bas e d upon that s u pp li

e
r's own 

e
con o mi

c
si

t
u
ati on. :ill£ y

p
gar af fidavi1'• co n

s e qu e
nt l

y, cl
isc l

o
su

r

is 
r easonabl

y 
likely to imp

a
i r FPL's bi lit y  t

o 
neg

o
t

ia
t

e fu tu
r e

No. 2 fuel oi l  con�rac t s. 

5



ll 
. 

FPL 
r
equ

e 
t tha

t the commission m ke th e f o n o win g

f ind i ngs with r pc
t 

to the No .  2 fu l oil i
n

fon:i t
ion ide

n
tif

i

ed 

in at
tac hlll  nt

s � nd c: 

a. That the No. 2 f uel oil da ta ide nt i fi d
is 

contractual data; and 

b- Th
at FPL

'
S 

abil
i
ty to procure No. 

2 fuel oil • 

r easonably likely to be i mp ai re d b y  th e 
d
isclos

u re 

o f  the i nformation identified becaus : 

( i ) the bidding process through whic h FPL ob tain• 

No. 2 fuel oil is not re a sonably expected to

pr
ovide the lowest bids po

s
sible if di

sclosure 

of th e last w in
n

i
n

g 
b
i

d 
is, 

i n  effec t , mad e

p ubl ic throug h  d
is

clo s u re 
o
f FP L'S F orm 42 3-

1 (a ) . 

1
2.

Addi
t
i

ona
l

l y, F
PL be lieves the im portance of this da t a  to

the supp
lie

r
s in 

the f u e l  ma rket is potent ly demons trat ed by th e

bloss
om

i n
g o

f p
ublic

a
ti ons w

hic h provide utility reported fuel d ata 

f
ro• 

F E
RC 

F
ore • 2 3. The

di
s
c losu re of the infon,ati on so u gh t  to be

p rotecte
d he rei

n will no 
dou

bt cr
e

ate a cottage indus try o f d
s

kto
p 

pu�lishe
r

s r eady
t

o se rve the 
a
rkets he r ein id

ent i fi
e
d. 

1
3- FPL

r
e
que

sts that the infomatio n for which FPL se ek s

confi
d
e nt

ia
l 

c la s sific
a tio n n

o
t be declassified unt il  th e  d

ates

T
h

e tie peri ods re qu e st d ar e

specified in Attachm e
n

t c. 

ne
cess

a
ry 

to
a llow F PL to ut1l1ze its mar k et p re sence in 

n 
g

otiati n
g 

f
utur

e 
c

ont
rac ts. Disclos

ure prior t o  t he ident
if ied

date o f  d 
cla s s if i

c
ation would i pa

ir FPL'S
ab

il
ity ton got

i
at

e 

futu re contra
cts.

14. The m a
t

erial identified a
s

confidenti l inf o rmatio n 1
n

a
ttach ent s A nd c i s  int

e n
ded

t
o b

and is tr
e
ated by

FP

L as 

6



priva te, and ha
s 

n ot oth rw ise b e  n 
pu

blicly disclosed to the best
of FPL's knowledge and belief.

WHEREFO
R

E, F PL respectf ull y  requests that th e  Co mmissionclassi fy as co nfid

en ti al in fomati on the informati on identified inattachments A an d C w hi c h appe ars on
FP L

'
s u

n
e
dited F

o rm 4 23-l(a).

Dat e: Apr il 1 4, 1994 

No61utt. 
:,en 

7

Respect
f ully su

bm it t
e
d,

Steven H. 
Attorney 
Florida Power & Ligh t  Compan yP. O .  Box 029100 

Miami, Florida 3310 2-91 00 (305) 552-2724
F
l

o r
i
da Bar N

o
. 08691 81 
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A
TTACHMENT C 

Doc ket No. 
940001-E

I 
Ap ril, 1

9
9 4

Justtftca
tion for C onflde ntialty for December, 19 93 R

e
po rt: 

FORM U N E( S) CO LU
M

N 
RATIONAL

E

423-1(a
) 8 - 36 H (1) 

423- 1 (8) 8 - 36
{2) 

423-1{8) 8 - 36 J 
(2), (

3 )

423- 1 (8) 8 - 3 6 K 
(2 )

423- 1 (a) 8 - 3 6 L (2) 

M 

{2)

, {4
) 423- 1

(8) 8 - 36

423-1(a) 8 - 36 N 

{2), {5) 

423- 1 \a) 8 - 3 6  p

{
6) , {7 )  

423- 1 (a) 8 - 3 6 a

(6), (7)

4 23-1(a) 1 - 7
H, I, K, L, N, 

R (8) 
-- ---- ---- -------- - ··-······ · ·-·- ·-·--· · ·- -· ···- -·-· ·-·-···--·R•tlon ale for co nfide ntia lity: 

( 1) 
This informatio n 1s contractual mform a t1on which, 1f made pubhc, "wo u

l
d imp air 

the
efforts of {FPL} to contract for goods or services on favorable te rms " Sect

ion
366.093 (3) (d), F.S The information delineates the price FPL has pa

id 
for 

No 
6 fuel 01I per barre l fo r specific shipments from specific supph ers This 1nformat1o

n

would all ow supphers to compare an ind1v1dual supphe(s pn ce wit
h 

the m
a

rk
e

t 
qu ote f or th at d ate of dehv e ry an d  thereb y  dete rmi ne th e  cont

rac
t pn cing formula 

between FPL and t hat sup p he
r.

Contract pricing formulas generally contain two components, wh1Ch a
r
e. (1 )  a markup in th e market quoted price for that day and (2) a transpo

r
ta tion Ch

ar
ge for

dehvery at an FPL chosen port of delivery o,scounts and quality a
d
1us

t

me
n

t 
co mpo

ne nts of 
f
uel pnc

e contr
act formulas are dis cus s

e
d in pa ra gr

a
p hs 3 an d  4 

1



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 011 suppliers ,s reasonably likely Ito cause the 
suppliers to converge on a target price, or follow a price leader, effectively 
eliminating any opportunity tor a major buyer, hke FPL, to use its market presence 
to ga n price concessions from any one supplier. The end result is reasonably 
likely to be increased No. 6 fuel oil prices and therefore increased el,ectric rates. 
Please see Or. Cameron's affidavit filed with FPL's Request for Confidential 
Classification which discusses the pricing tendencies of an oligopolistic market and 
the tactual circumstances which identity the No. 6 fuel 011 market as an 1)hgopohstic 
market in the Southeastern United States. As Or. Cameron's affidavit discusses, 
price concessions in an oligopolistic market will only be available when such 
concessions are kept confldent,al. Once the other suppliers learn o,f the price 
concession, the conceding supplier will be forced, due to the oligopolistic nature 
of the market, to withdraw from •uture concessions. Consequently, di:iclosure of 
the invoice price of No. 6 fuel oil paid by FPL to specific fuel stJpphers is 
reasonably likely to impair FPL's ability to negotiate price concessions in future No. 
6 fuel oil contracts. 

(2) The contract data found in Columns I through N are an algebraic function of
column H. That is. the publication of these columns together, or 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
discount is conf1dent1al tor the reasons stated in paragraph { 1) relatM� to price
conces$ions.

(4) For fuel that does not meet contract requirements. FPL may re1ect the shipment.
or accept the shipment and apply a quality ad1ustment. This is. 1n effect, a pncmg
term which is as important as the price itself and is therefore conf1denti,3t for the
reasons stated in paragraph (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 will equal column H most of the time. Consequently, 1t needs to be protected
for the same reasons as set forth in paragraph (1 ).

(6) This column is used to mask the delivered price of fuel such that the invoice or
effective price of fuel cannot be determined. Columns P and Q are algebraic
variables of column A. Consequently, disclosure of these columns would allow a
supplier to calculate the invoice or effective purchase price of oil (columns H and
N) by subtracting these columnar variables from column A.

2 



(7) Termlnaling and transportation services in Florida tend to have the same, 1f not
more severe, oligopolistic attributes of fuel oil suppliers. In 1987, FPL was only
able to find eight qualified parties with an interest in bidding either or both of these
services. Of these. four responded with transportation proposals and six with
terminating proposals. Due to the small demand in Florida for both of these
services, market entry is difficult. Consequently, disclosure of this contract data
is reasonably likely to result in increased prices for terminating 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. Consequently, disclosure of this contract data is reasonably likely to 
result in increased prices for petroleum inspection services. 

(8) This information 1s contractual information which. 1f made public, ·would impair the
efforts of (FPL) to contract for goods or services on favorable terms.· Sec+1on 
366.093 (3) (d), F S The information delineates the price FPL has paid for No. 
2 fuel oil per barrel for specific shipments from specific suppliers. No 2 fuel oil is 
purchased through a bidding process At the request of the No. 2 fuel oil 
suppliers, FPL has agreed to not publicly disclose any supplier's bid. This non
disclosure agreement protects both FPL's ratepayers. and the bidding suppliers. 
As to FPL's ratepayers. the non-public bidding procedure provides FPL with a 
greater variation in the range of bids that would otherwise not be available if the 
bids, or the winning bid by itself, were publicly disclosed. With public disclosure 
of the No. 2 fuel oil prices found on FPL's Form 423-1 (a), the bids would narrow 
to a closer range around the last winning bid eliminating the possibility that one 
supplier might, based on his economic situation, come in substantially lower than 
the other suppliers. Non-disc'osure likewise protects the suppliers from divulging 
any economic advantage that supplier may have that the others have not 
discovered. 

3 



----------------------------------------------------------------

Date of Oeclasslficatlon: 

FORM LINE(S) COLUMN PATE 

423-1 (a) 10 • 12 H-N 3/16/95 

423-1 (a) 13 H-N 10/30/94 

423-1 (a) 14 H-N 10/30/94 

423-Ha) 15 - 16 H-N 3/15/96 

423-1 (a) 17 • 26 H-N 7/31/94 

423-1 (a) 10 • 26 p 3/31/99 

423-1 (a) 10 - 26 a 06/30/96 

423-1 (a) 1 • 9 H, I, K, L, N, R 06/10/94 

---------------------------------------------------------------

Rationale: 

FPL requests that the confidential information identified above not be disclosed until the 
identified date of declassification. The date of declassification 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 of 
a new contract is reasonably likely to irrpair FPL's ability to negotiate future contracts as 
described above. 

FPL typically renegotiates its No. 6 fuel 011 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) for oil 
that was not purchased pursuant to an already existing contract, and the terms of the 
agreement under which it is purchased are fulfilled upon delivery, FPL requests the price 
information identified as confidential be kept confidential tor a period of six months after 

4 
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n.. impact of public dilclo1ur1 of price io(or111tio1 deoelldt 01 the

uructurt o( the markets iovolvtd. In the (ollowint sectiou l diJc\&11 the Konomic

framework for evaluatint the structure o( markeu, the roll o( disclosure 111

oliaopolistic rnarktu and revi4w the circumstaoca o( FPL's (uel oil purchun us,na

this framework. The fioll sectioa summarizes my conc:huiou. 

II. THI ECONOMIC THEORY OF \CARllTS

Economic theory predic:u that the behavior o( individual firms and the 

consequent markec per(ormance will bt derermioed taratly by the muct\lre o( tht 

releva,u market. The structure o( markeu ran11 rroa hiahly competitive to virtual 

monopoly dependint upon sucb racton u the number 1114 size o( rirmt in th• 

markec. the htttroaeneity o( produces and ditttibutioa chunelt, the eaM with 

which firms CID enttr and leave the market, aod the dt1r11 to which firms and 

consumen poueu information about th• prices and products. 

Usina these (our b.dic criteria or charac:ttrittic:s, economists disrinau,sh 

competitive, otiaopolittic aad mooopoliatic markets. For uampll, a como-ritive 

market it characterized by the (ollowias (I) rinm prod1aee a bomoaeneous product; 

(2) rhert art maay buyen ud 11U.n to that SUM or p11�twa o( each ar, small

iD relation to the tocal market; (3) tDll'Y into or ,�, (ro■ thl market is aot 

con.stn.ined by ecooolllic or t.pl barriers; a.nd (4) rinm aod con.su&Mn have aood 

inf ormatioa rep,diDI altenativ1 products aDd the pric:• at whicta thty u• 

availabll. UDdlr thlll circumtaaca individul. buyen aDd sell1n have only an 

imperceptible innu1oc1 oa the market price or th• actioDI o( otMn in the market. 

Each buyer and seller aca independently since those actiou will oot af(tet the 

market OUtCOIIII. 

AD oliaopolistic iadusuy ii oat in which the Dumber o( sellen it small 

enouah ror the activities o( sell1n to arrtct each other. Cl\anan ia th• output or 

nerw 
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number o( r&11111 incrtu., tht probability increuea that at Inst one firm will have

tower dwa aven11 Cotti Hd lD 111rwive pricin1 policy. Therefore. 111 oliaopoliu

ia 111 industry ot IS firms LI cnort likely to o((er secret discounts and lcu likely to

be discovered thu aa oliaopoli.st in H iad\lStry o( only 1hrtt finns. 

•· Pro1'•CJ U•suo11n,U1

tr producta were 1ruly homo1tato\&I or perf tct 1ub1tinues in the 

consumer's cniod. price would M the only variable with which firms could compete. 

This reduces the wk o( coordinatin1, for finns m\lSt coasidtr only tht price 

dimtn.sioD. WhtD produces art di((ereatiat�. the terms o( rivalry become 

multidimensional and couiderably mort complu. 

c. o.,,b11t4 toata

The ability o( oli1opolist1 to coordinate is aCf ecttd in a variety of ""'Y1

by cost conditions. Generally, the 1r11ttr tht difftrtnctt in cost structures 

between rirms. tht more uoublt tht firm, will have m1intainin1 1 common price 

policy. There is also evidence that ind\lStria c:haracteri1td by hiah overhead com 

art particularly Su.Ktptible ro prteiAI dilcipUDt brttkdowu whe11 a decline in 

demand forces the iDduauy ti> opente Mio• �pecaty. Th• ind\lStry chancteriud 

by hiah fixed c:0111 1utr1n more whea dtmud is depresstd because ol stroaa 

inducaracam toward pria•C\lltial IDd a lower Ooo, (maraiaal c01t) to price 

de<:rtua. (Price-cunlac will be c:b.cktd at bi&,Mr prices wht11 cnarsinal cosa art 

hiah and filled COits art rtlativtly low.) 

D. L■••••m ... J•[UtlllD ,, Otd•n

Profitable tacit collusioo LI more likely wheo ordtn art sll\&11, (requent

and reaul&r. ,inc, dtt.ctioD and retaliation an euier under these c:ircumstancts. 

Any decisioa to undercut a price oa which ind\lStry membcn have tacitly aar•ed 

requiru a b1l1ncin1 o( probable aaiu aaainst tht likely cosu. Th• aaia from 

nera· 



cutti na t h• pr ice  dtr iv11 r ro• tM
incr tued  proba bility ot wc ,a riat I profitabl• 

or
der and laratr 

shan ot t he marke t. Th• cost u isa r ro a the iD<rtued 

prob a bility o r  rival reacti ons driv int do wa the level o r  future pr ic• aed, 1hererore, 

C
ut

ure proriu
. 

T
he probable 1a int will obvious ly be larter w hen th• order at stake

is 
t
art•• A

lso. t h• lJI\
OU

Dt o( iD(ormatio• a firm 
CO

D vt yt a bout ita pric:in1 SUlltlY

to
o
th er firffll in th• market inc

re
UN w ith the au mber 

o (

tra iuac:tion t or price

quota.
Clearly. the leu fre quently orden are p

lac ed , the lts l  likel y dettetiot,

would be.

t. St sru x  
11
• B fl •lJ • 091 tau The lo naer lht a dv ent co nMO\lt DC• o f  r i val reta lia tioa caa be delayed.

th• m ore a
ttr act ive uaderc

u
ttin1 the accep ted price s tructure becomes. On• meus

o
( f 

orestallint reta
liat ion is to 

1
r
an

t 
sec

ret price c u
ts. 

t r pr ice is a bov t maraiw

cost a nd ir pr ice conc essi ons c an  reasonably be u c,9Ct td to re mai n secre t, oliaopo -

lists hav• t h •  inc entive to 1n1 11 •  in secr tt  price sha di

D ..

F
eat or retalia tio

a is n ot limited j\llt to ftu o r cnat c h td pric e C\l ts by

oth
er selltn ia the marlHt.

A 
di.lc losu.t t  ot s«rtt pr ice co

D
c nsio u t o 00 1 buyer

cnay lead o thtr t u,yen to dtmaed eq \l&l  trn UMa
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The res
u lt -. o

u
ld be aa erosioD

or ind\ll tlY prori a II lM pr ice  dtcliMI to ICCDID moda tl Ot Mf buye n or I Wit h•

drawal
o (  

pri
ce co nc •iotll ia 

&tD tl"IL Thi a11 ablr ud s i• d istrib utioa of bu yen ia 
t h• lll&fk tt ii a si1a1r1c1Dt

fa c
tor w here r.., of rt taliatioa is a a  imponaa t  ma.r ut e t.lMD

L 
Wl\e

rt o u or a 

rew 
I
ara• buyen repnsea t  a 11111 perc ent of tM cnarke t, t l\1 aruti n1 o( secre t

pri ce concessions to thole buyen by a selle r  is like ly to i mp ose sianif.aDt c01 ts

(that is, r esu lt  io s iani r.eaat loss o t  ,a les) r or t bt re1111 in in 1 111i. n. S i ac• dis•

closu re or s ecret p rice coaceu ions i11 this c ue  is more like ly to pro mpt immediat
e

reaction th an  w ou ld kao wled
&
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n e ra-
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it f olloWI t hat rath er thu ris k  u unprofitable pric e  baule fircna may c:nse 

o ff  tr in t conc wio cu . 

It i1 n ot in the \on1-ruD i nte rest o f  th e  firm c:o os ,der
io1 ori c:e

c:oncwioru to io it iat t  price c: uu whi c h  w ou ld Ind to low er  market pr,c:tS 1e t1enll y 

or rui aous p rice wan. lf kDo•ltdl• of price c:onces.s
io

as uds ot her s ellers co 

reduct pri ce accordiDIIY, the p rice-c: u ttint fir m will lote tht mar k

et share 

advantaa• it could have aai oed th rou& ll  s.c ret pri c t  shad
i

DI, 
t
n

d ustr y pr ofi u w,11

� lower dut to tht tower p rice l t v ell. Therefore. a iv eca  that any p r
ic e c:on c:euio n.s 

will be disclosed. th• m ost pr ofitable st,_ ttlY is more li
ke

l y  t o  be to r
dra

i n  (rom

off tr int price c:onc 111ion1. Elimi nat iD t  o pport uniti• for secr et ac tio • (by disc l01in1

price, for eu mp lt) would area tly reduce th• inc entive to o
li

ao polis ts to off er pr
i ce 

concessions.

tV. �ARKI.T E VAL UA TION

Af ter revie wint th •  thtortt ical criteria
used by econocn isu t o evaluat e

:r.arktc st ructure witll FP' �noonel know l1d1nble ill the ar n  o f (o s.sal- (uel

ptocurem ent, t rtQua wd ud
WIii provided w ith IIIHt ial  m arket da ta oec: us ary t o

analy u th• mar lttt ia wllicll F P L  purc:hlMI No. 6 fuel o il  (ruid).
Th ese  da t a. 

tottther 'M ith othtr pubUs W  iDformatioa.. were \&Md t o  �tenDiot 
tht st

N
ctu re of

the cn arktt.

A. Ml'IJIS \S U,C!ld

TM prodllCt u lldlr con1id1n tioD ii resid IDd ics pr
i

m
ary purc h &Mn art

utilitia. F1L is located ia the Southeas t  aDd, beaUM of
i u 1 eo 1n ph

ical locatio n.

purchases rtsid pr im arily from re fin eria i a  the Gu lf  Cout area or 
the Cara bbtan.

TranspGrtatio• c:01 1:1  limit the cna.rkt t  t o  thtM areu .  a ltho u a b  it may be poss ible t o

pick up distressed c:ar a oet from oth er  loc ation, Oil tht spot mar ke t. Other major

pur
c
hutn of resid from th• 

Gulf Cout and Caribbeu are u uli ti.. io th•

ner a-



NortMUL O\ae tO the add itio n al  tnn.s portatioa cota. howt'f tr, ut
i
l

i

t
iet ia i h

t

Southtut would be unlikely t o  purc hase r uid (ron1 aort hns ter a  refin tr
i
a. Tht 

Sortheut does not have adequa te ttfiDtr Y c apaci ty  to 
mfft t ht de mand io t

h

at ar
ea

and is, there( ort. a ntt importer o f  res id (rom 1h1 Ou lf Co ast aad (orc
i

a o  su
p

p
litn . 

Thtrt f  ore, the Northeast ud South eas t  art sep antt. but rtlattd, muke a. 

FPL purchua res id ia v e ry Ia ra• quaat iti a, l.llua1ly io bar&• or ship lou

( 100.000 to 200,000 barrels or m ort), lo 1916, FP L  pu rch Utd  2',4

60
,6 37 bu re

ll 

or 

low-sulfur rt1id, th• majority o f  whicll (6 1  perc tot) wu u ndtr m ediu m- te r
m (ont•

to lWO•ytar) CODtrlCII, Thi remain der W U  p urchased OD tht 1 pot a,ar
k tt. 

Th
ere 

art very f •• buytn of rt1id ia th •  market wbo purc hUI qu aatitia a e>or oac
hi

n a  th•

tevelt consumed by FPL .  T abS. I shows t ht tt la tivt siza of purch ua  
r 

o r  the 

major cocuumina utilities ia the Southtu t  and the Nord\ eut.. 
Of 

tht t o 

utt li

t itt

who had purchases or more th aa S 00,000 barr'l!n8fusmofttt\ f or the J
uly t

hr
ou a

h

S.pttmbtr 19&, period. FPL 
is c learly tht sinal• 

most importut buyer in t
tt ms 

of

s itt. Only llftt of th• othtr uti l: tiet ii l ocated ia t bt Sou thtu t.

Th• totr/ requ ireme ao ro ,  se lltn ia th is  mar ket are substa ntial. Sellen

cn\Ut bt c-apabS. of m .. tiaa all of tM uulir,'1 soec irw:atio• i Klu
d

int qu
a

nt
i

ty ao d

quality ((or eumple, muiau aa swl \&f, u h  a nd  wun c o otea t). Su o pl it n  ml.lit tither

r tfio• or 111Mr ud bS.ad earlO'I Crom rt fiMri •  to mu keaable ,pec, ricatio n.s
. 

"The ca pital req11 in••a uaocia ted wi t h  b\aild iaa Of bu yint a re
fi
ner, art 

�eruialy s\abltu tial. AaotMr v iab S.  op lioa tor H U'Y  iato lb.at market w o u
l

d be u 

a reseller, blead,r or t nader, All of t hat participatioa levt\s wou
ld 

requ
i

r e  a 

financial positioD iD the oil t o  bt sold. At t hit ltvtl. the ent nat w
ould 

a athtr 

caraon from rtrinen Of othlt t nden and bltad (
it 

rtQ\aited) t o  mu
kttab •

s�ific-ations. Th• prim.atY fac ili ties requirt rntDt wo\ald bt 1t or11• tan
ks 

t o  hold oi l  

( or resa t• or to blend c:sraoee
. A

ssumiot tht totrtllt in te
ndl to se

ll 

to u u litia.

n
e

ra-
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the mioimv• purch ue quantity .,ou ld bl 1ppro 1.i mataly \ 00,000 IO I 10, 000 barre
ls

.

This wo
ul

d re praHt oat bar&• lot. It it possible t o  leue t.u ki  w, t h  11itato t1  ror

blend
i

nt, Th• most Ouibl• approec ll w ould be to leue a lS0,000 barr tl tank. Tlus

would accomcnodat• two batl• loads or ooe med i uca caoacitY vessel. Th• cos
t (o r

2S0
,

000 barrels o( l eas
ed stona• wo uld be app roumate ly SO Ol per burt l  o er  day or

S0
.

30 per barrel per month. To tal ta ok c ost (ua uaaina ruu utiliution) w ould be

app ro1. i
mattly S7S,000 per mootb. 

Tht pros pective reseller would alto netd t o  ha ve ope D  lintt o r  cre d
i

t to

rioanct oil purch UII until paymnt wu recaivtd fr oca tht c ust otMr. Ass umin 1  th•

entnat inttndtd to move a cniai mv• or l ,000,000 ban tlt pet cnonth, it wou'-' � 

necessa ry to rinan � appro1imat1ly S U, 000,000 ror lS to 40 dayt. 

Althouall the currtot ban it n to entry into this m arket u a refiner or

reseller art substanti al. they would � • .,. .  hiah tr  n cept that tht dep reu
ed sm e

of tht oil industry hu crtat -4  urphat r efine r, c apac i r, a nd  inc reased th• sto n1• 

tank capacitY ava
i
lable (or h.ue. Th• cos t  of th... f�ilitia will increas e  u t he 

oil indus uy improves and the c,,rrH t su rpl us  a va ilab ilitY d iaa inisha. Thus, it is 

reas.>a.ab tt to aot ic ipett t hat (uni.re eatry c ood i tiont w ill  bl mo re. nth•r 
thaa t

eu.

rest ric
tive. 

A DtW comC,UY eo\lld U 10 Hte f  t M  ma,ll lt  u a br ok er  1tl
li

n 1  ,mall

carao toa '° utillti& ta this C UI, lM broker w ould DOC have to t.ak• a financial

Position wiG tbe prod\lCt aAd w ould act u a cnid dl emu bl� •  rt(i
aen and/or

rese ll•n and c\lStolDl rt. Tbe primatY batrit r  to ea try at th is  level wovld be t he 

oet d to have established eootaea witll refine,,. t nden and poteft tial cus tomen 

normally acti•• i• thl mar k•L H o••"" • thla may n ot  be a , ary •i abll aP11 .-h ,I 

•• e omint c oropuy upects 10 roak1 utilil'I ialM, For u amp ll, FP L  hu i nfor med 

n e re: 
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mt thl l  the y  an haita at to deal • it h a br oker w ho dott 11ot actually hold titlt to

tht o il bti
Dt 

tol du t his wo uld b t 
coa.s id tr td a hith•r isk source.

T
a b lt 2 prtSHCJ 

I 
li,t o f  cu uen tly ac tiv1 firms caoablt o( ,uooly1na

ru 1d to tht southe ut era util ity matkll 
OD I COD

tl"IC l  bULI, Thit list rtortStDU

tht firms preseatl y  ao abl t  of su po ly i na t ht so1 .nht ute r11 uti lity market. Some of

these firms a lJo  su o ply resid t o  th• mar ket ia t he Nor theut . Th• list of potential

c:>nua ct suppl 1n to 
FPL 

it somewhat s hor t e r. For tnmolt, bKa\lM of the low

sulfur req uiremtat. 
L
aaoven 

S
.
A

. is o ot a preMD
t s uoolie r to f PL. bu t could supply

other ar n  u tilit ill with le a  rtstrictivt s ulfur specifi�tiom, La1ov11 refines 

V
1 0nutlH 

c rud• oil w hic ll  hu a hia h-su lf'\lr co nttat. Othtn, sucll u Scraeu t Oil

and 
O

u 
C
o mpa ay aad Tor co 

O
il C om paay . sell primarily t o  U .

S
. Gul (  Cout

rts1ll1 r1. but cou ld supply uu lit ia tha t  havt t heir o w n t�i uportatio a an d buy ill

su( ficitatly lar11 qu a atit in. ID 
i

tS 

tut r eq u11t (or bida t o suppl y require ments I or

19 17  and/or 1911, FP
L 

rece ived 1 2 propou la. Un der circumstanc a where onl y 12 to

.,., ul 
: o  !irrn .s  co

� • (or sal11 ia a market dom inat e d  by a fe w Iar
a
• purchuen, each

firm w ill bt c oncerMd wi tll t
M 

1C1 io ;it o r pot tatial r e aetio u o ( i ts rivals. Tht

lou o( a ta.r a• sale, s ucll u u FPL coa U"ICt . wou ld undoubtedl y hav e a s11n1ficant

e f fec
t oa th• 

marke
t s

hare ot 
that !lnL 

comma,

So.. rtClMrl or r ••lln. tllo
u

p 
D

OI ordiuril y capeble o ( o r w1ttin 1 to

aa :a■ry to meet 
u till cy spee u �tio u i o ordl r t o coruc,et• in

th •  cootnet .., ut  ror low-sulf
ar 

mid. ma y  be poteatial spot mark et suoolien
.

Tabl l  
) 

l
is ll  (ir1111 ia 

t h
is 

c
at

ea
o
ry

. Thi au111 btr o r firmt i D th is cateao ry is also

small enou ah t h.at thty m11Jt be awvt o f u d co nsid er th t c,ric 11 orrer td b y th •

othtn in t heir decis
io

n
m

a
kin

a 
pr

oc aa.  
The pr imary c harac ter istic wh ich dittin t ulSh ll oliaopolist ic marke a is th•

interd ec,t odtn c• of thl sc l11r1 ia th
e 

m11 k 1 c. C1nrl y. i a vie• or t h • relatively

n er

a
· 
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V. CONCLUSION 

no..,. Prodic11 I.Ila! IO 
Ille 

tc .. 
11 r .. 1 •ullPI-■ "'41 ,.,.iclO are
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ia rola lioo 10 Ille lilO of 1110 IDlt ht '-! y
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NOITH!ASTtlN AND S0UTHIAST11 NUTJLITIIS CONSUMING APPIOXIMA TIL y 
500

,
000 

IA
I

I ILS PLUS PI TIOLIUM P[I MONTH

Num�, of 
Dtlivt ry

Barret, 

U1ilitt£Mgaua 

t12ia&1
s, u. bu :ba a� 

(I) 
(

2

) (3) 
Florida Pow

er 
H

d li
aht 

Coatpao
yJ uly 

•

Flori da 2,920,000

Auawc 
9 

Florida 1,ou.000
Seprecn�,

9 Flor ida  U�QgQ 

.S,302.000 
Canal Electric Co

m
pa
ay July 

I Muaactuaser ta 161.000

Au1
wt

Mwac11 w.r11
!.�� QgQ

1,96 3,000 
Cent

ral Hudso
n 

G u
a ndE lectr ic Com pa

ny Ju
ly 

l Ne w York 902,000 
Auawc 

2 Ntw Yorlr 1,012.000 
Septembe

r 
l Ntw York l2Z oOJ2 

2,.506,000 
ComrnoaweaJ t h EdilOa C

omou y  
Jul y  

• J UJeoia .S◄7, 7 00  
Connectic

u
t L;pt Ud Pit-.

Comoaa
y Auaw
t 

l Coe �, 6 96,000 
Conso lidated EdilO ■ C

o m
paa

y 
of :-.lew Yor

k July 

9 

New York 1,220,000 
Au1wt 

9 
New York 141,000 

Septembe
r

• Ntw York .UU. ogg 

),10,000

n e r
a
•

L\I

Ll.J. 

Pait l of 2

Ave� ,.
Sulfw

r C:
12

a

,1a ,
(P

ercent)(4) 

Oil �014 
0 I I 

2.0 3
2 09 

I 3 2
I.J

I 

I 2 3  

0 67 

0.99 

0 29O 29

0 2 6  



NOITHIASTtlN AND SOUTHIASTIIN UTn.rnu CONSUMING APPIOXIMATtL y 5 0 0.000 I AIIILS PLUS PtnottUM Ptl �ONTH

Number o( Deli ve ry Barrell I.lli l itil Mi:a o ,b fgioa s,111 P1m:b1Md 

(I

) 
(2

) ()
) 

Florida P ow er  
Co rpa ratio oJuly 

7

Flori
d

a 730,$00 
Septem ber 

7

Florida 
6�l,900 1,17',,oo 

Lona Island Li1 htia1 Co
mpaay

July 
4

New Yor k 1,499,000 
Auauu 

4
New Yor k 1,636,000 

Sepcember 4 
l"ile w Yor k IZZ,ooo

,. 001, 000 

�•w En ala nd Power Comp any July 
2 MwachUMtts 591,000 

Sep tem ber 2 
MUIKh\l.Mt

ll 

�l ooo1,2)4,000 

Pecnsylv uia Po wer ud Li

t
b
tCompany 

July 
'

Ptouylvuia 506,000 AUl\&SI 
6

Ptauylvu..ia 1,39),000 
Sep te mber 

6

Peus ylvu.ia 
6'12,0002,506,000 

TOTA L  23,976,&00 

IA■LJ 1Pa1e l ef l

A\'er11eSulfur 
S::ga11a1 
(Ptretnt) 

(')

I 25, 

1.1, 

2 .202.202.)0

1.50

2 .� 

0 
91 � 19 0.& 9

Source: U.S. Oepvtm eat of EaerlY, Ene r1Y ta(ormatio o Admiaistratioa, Etccmc P
i:a
•

tr 
Ouarttrly, Tab le 1 4

, 
Th

ir
d Qu.amr 191S. 

nera·



l'OnNTIAt SOI/Tffr
AST Rtsro SUPPtrus

L O  C-T[ IM CO NTR ACT$ 

loo1-T1 rm 
T rawoo nar Joa 6saix 1"1m 1:2 1ax

-

lhc.iau

U•t u

C rrenr or
Prtvic, u,!0-..a Q t  LCl ltJ 

SW Q Rl iac g (  f �
(I

) 

(
2
) 

(J) 

Amerada H111 Cor p0ratloaACZJoco Oil Co mo aay Apo Oil Compa ay 8. P. NonJa Aaaeriq S.klltr Oil Coatpaay Ch
1U1a11r Pttroleua (USA). '"'· C'hnroa lareraatioaaJ OiJ Comc,u y 

Clareadoa Mart1ria1. lac, £ur1n1 Staboerd Pec.roi.uaa Co mo
aa yGlobal Perroltuaa Corpc,rario a  HiU Petrofeuaa Co aaou y kocJa Fu ei., roe. la1o"tD S,A, Nn, £n1r1nd Pt rt olt uaa Compqy

Ptrrobra, (lruil) Pllibro Disrributon Corp0ratioa Scall01> Ptrro1tu• ComPl.a)' Str1nat OiJ 104 C u  Coaa .,_a,. roe .
Stiaa• far.roil. roe. Sua Oil Tradio1 Co 111 .,._,Tauber OiJ ComPl.ay 
T
o
rc

o 
Oi l  Comoaa y

v .. 

No
No 
N o
No 
No 
No 
No 
No 
Y11

Y11 

..,

..

No 
Y11

No
No 
So
No 
Y 11

No

No 

v .. 

Ya Y 11

N o
v .. 

Yea 
Y et

Ya 
Y11

Y tt  (curre ar) No 
No 

Y11

No No No 
0 No No 

No N o
No No N o

v .. No 
No

Y11
v .. • ·o No No 
v .. 

Ye, (current)
No 

Y11 No 
Y11 (curr ur)No No So 

No No 
No 



POTI NTJ AL SOUTHr.u-r R tSI D  s u, ,u ,as 
SPOT MAR X IT 

6saiv1 £:g m
1:2

1
nx 

lA■LJ .J

Lo n1-T 1 r mTraruc,ortat,0 11
&
cClau 

(Cwa Q t  
L
Uitl 

(I)
(

2
)

Amerada H111 Corc,o ra tio a
Yea

Y tt

Amoco OiJ Comp uy 
Y 11

Y11 

Ape.- Oil 
Co rns,1ay

No 
v .. 

8.P. No rth ArnerQ 
No 

Ytt 

Sticher Oil Corns,1ay 
N o

Ytt 
Chall taatr Pttroltum (USA), lac.

No 
No 

Chevroe lnteraatiooaJ OiJ Compa ay, 
In c. No 

Yea 

Ctareadoa Markttina, lac. 
No 

No 
£auera Seaboard Pecrole um Comp aa

y No 
No 

Hill Petroleum Co mouy 
Y t1

No 
Koch Fue b, I

nc . 
Yea N o

L11ov tll S.A. 
Y11

Yet 

N n , £n1J1Dd Pe troleum CocnPUy
No No 

Phibro Distributon Corc,o
ra rio a

No 
N
o 

Scallop Petroleum Compaay 
No 

Yet 

Ser1 1ur Oil aad Ou Cocnouy, Inc:.
No No 

Tauber Oil Compeay 
No N o

Tr a nJ ,w
or ld O iJ (USA ), roe.

Yet No 

Source 
Dua Pl'O•ided by Florida Pow., Ud Li1Ju Compaa y.

n e ra
·



A TTACH MENT E

BEFORE TH 
FLORIDA P

U
B LI C  

SERVICE COMM ISS ION 
STATE OF FLORI

D
A) ss COUNTY OF DA D

E ) AFFIDAVIT 
Docke

t 
N

o
. 94 0001-EI Bef ore me the und r sign d au t horit y  E

ug

en e  
U
ng r p pe  rea. wh o  being d uly sworn

by me aid and testrhed
My name 1 s Eu ge n Un ga r, my bu s  nes s  addr es s  1s 9 2 5 0

W 
Fl D r Str t 

M i
a mi. 

F
lond 3 3 1 74

I am employed by Flori da Powe r  & 
Li
g ht Company ("FP L  ) as 

P
n n c  pal Fu el 

A
n lys t  in the 

B
usine s s

Systems D partm n t. I r ec rv d a Bachelors D gr ee n 
C
he mic a l  

E
ngineering from Corne

U U
nivers ly In

197 2. In 1974, I receiv ed a M s ter's D gr e in 
B
us ness 

A
dmin1st rat,o n  f ro m  t h  U

niv ers
i

ty or Oh ,  go
From 1974 to 198 4 , I wa s  e mp loy ed b y  Mob i

l 011 Corporation whe r
I 
se rved as 

a Se nior 
S

taff
Coord n tor nd Superv

i
sor in the C orpora te Supp & 

O
1st nbut, on 

D
e partme nt. an d  t he 

W
orldw id  Ref,nmg

nd Mar1(e11ng 01v1s1 on s Str ategic Su pp ly Pla nni n g  and
C
ontro er s Oep anments 1 n  posrt 10n s  o1 me n, sing

respons1bitity. 

In Janua ry of 198 5 , I ,om ed FPL as a Sen o r  
Fu el E

ng

ineer and was r espo nsible fo r  the fuel pr
i
ce

forecastrng and fuel-relate d p lan ning pr o1e cts 

In Janua ry of 198 8 , I w as g ven the added r espo ns ibll,ty to r  be ing 
T
eam 

L
ea de r  f or

FPL 
s Forecas t

Review Boar d Task Team 

I n Septembe r  o f 198 8, I was na mea 
P
n nc 1p al E

ngi
ne er

In June of t 989, I was g ven the a dded r espon sit>ihty f or the 
R
egula to ry  

S
erv

i
ces 

G
roup in the Fuel

Resourc s Department 
In Ju ly of 1991, I w as na med Pr nc p al F uel 

A
na lys t.

I have review ed the a fhdav 11 01 Or Pamela 
J
. 

C
ame ron, da ted

M
arch 4, 19 8 7  

T
he cond,t ron s  c ite d

111 Or Cameron's affidav rl, that led to h er co nclus ion that t he mark e t  1n wh ich F
PL 

buys fu el o 
I 

tS
01Jgopolls11c. 

are slll l true toda y The r eason s  for this are as fo
P
ows.

A T bl 1 attached hereto 1s an upd ated v e r sio nof 
O
r. Cam ron s T b le  1 sh owing the r la tiv e

Sile of residual fue l 0,1 pur chases fo r  l he ma1or con surrung u t  t e s  m the Sout heast nd t



Ungar Atf1dav1t 
Page 2 

Northeast. 01 the 1 o ut1htres who had residual fuel 011 purchases of more than 6 mIlhon barrels 

1n 1990. FPL Is clearly the single largest buyer. especially in the Sclltheast 

B. Taole 2 attached hereto Is an updated version of Dr. Cameron's Table 2 (Contract Suppliers)

ana Table 3 (Spot Market Suppliers) It ident1f1es those firms currently capable of supplying

residual fuel 011 to the Southeastern utility market on a contract or spot basis Circumstances

today do not r9Qu1re a d1flerent1ation of suppliers between the contract and spot (one delivery

contract) markets. Stnce some of these suppliers cannot always meet FPL's sulfur

spec1t1cat1ons, the list of potential contract supphers to FPL Is somewhat shorter. In 1986, there

were 23 potential fuel oil suppliers to FPL: tn 1991, there are currently 27 potential fuel 011

suppliers. In its current request tor bids to supply a portton of FPL s fuel 011 r9Qu1rements under

contract for the 1991 through 1993 period, FPL received 9 proposals. Under circumstances

where only 25 to 30 firms compete for sales tn a market dominated by a few large purchasers,

each hrm (supplier) will be concerned with the actions or potential reactions ot its nvals.

The informat1on shown 1n columns P and O of the 423·1(a) report tncludes mformat1on on the 

term,nabng and transportation markets and the 1Uel 011 volume and qualtty inspection market. In 1987. FPL 

was only able to find eight quahf,ed parties w,th an interest In b1dd1ng 1ermIna11ng and transportdl1on 

services. Of these, four responded w,th transportation proposals and six with termtnahng proposals. Due 

to the small demand ,n Flonda for both o• these services, market entry 1s d1tf1cuit. Consequently, disclosure 

of th,s contract data ,s reasonably hkoly to result in increased prices tor terminahng and transportation 

services. 

Petroleum inspection services also have the market characteristics of an oligopoly Due to the 

ltm,ted number of fuel termmal operations. there are correspondingly few r9QU1rements for fuel 1nspect1on 

services. In FPL's last b1dd1ng process for petroleum ,nspect,on services In 1991, only five quahlred bidders 

were found for FPL's bid solic1tat1ons. Consequently, disclosure of the contractual mformat,on (1 e., pnces, 

terms and cond1t1ons) of these services would have the same negative effect on FPL s ability to contract 

tor such services as would the disclosure of FPL's prices tor residual (No. 6) fuel 011 delineated tn Dr. 

Cameron·s aflldav1t That 1s. pursuant to economic theory, disclosure ot pncmg ,ntormation by a buyer in 
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an ohgopobst,c market Is hkely to result In a withdrawal ot price concessions to that buyer, thereby 1mpa1nng 

the buyer's ability to negotiate contracts 1n the future 

The adverse effect of making information of this nature available to suppliers 1s evidenced by the 

011 industry's reaction to publication of FERC form 423. That form discloses a dehvered price of fuel 011. 

Because of the 1r.1portance of this information to fuel suppliers, several services arose which compiled and 

sold this ,ntormat1on to supphers that are only too w1lhng to pay. We expect that a similar "cottage 

industry" would develop 1f the FPSC 423· 1 (a) or 423· 1 (b) data were made pubhc. Therefore, the publication 

ot this information will be made readily available to the fuel suppliers. and this wlll ultimately act as a 

detriment to FPL's ratepayers. 

The information which FPL seeks to protect from disclosure Is contractual data that Is treated by 

FPL as proprietary confldent1al business 1ntormat1on Access within the company to this ,ntormat,on 1s 

restricted. This ,ntormation has not. to the best of my knowledge, been disclosed elsewhere. Furthermore. 

pursuant to FPL's fuel contracts. FPL ,s obligated to use all reasonable eflo:1s to maintain the confldent,ahty 

of the information 1den1thed as cont,denltal in Attachments A and C of FPL's Request tor Spec1t1ed 

Conhdent1al Class1f1cat1on. 

The pricing information appearing o" FPL's Form 423· 1 (a) or 423· 1 (b) tor which cont,denttal 

class1hcatIon Is sought should remain confidential tor the ltme period the contract Is In ettec1. plus six 

months. Disclosure of pricing information durin� the contract period or pnor to the negotIat1on of a new 

contract ,s reasonably likely to impair FPL's ab1l11y to negotiate future contracts as described above. 

FPL typically negohates new residual (No. 6) fuel 011 contracts and fuel related services contracts 

pnor to the end of existing contracts. However, on occasion some contract negot,attons are not tinahzed 

until after the end ot the contract penod ot ex,st,ng contracts. In those instances. the new contracts are 

typically negotiated within the next s,x months Consequently, ,tis necessary to maintain the conf1den11ahty 

of the ,ntormat,on identtfled as conhdentIaI on FPL's Form 423· 1 (a) or 423-1 (b) tor s,x months alter the end 

of the individual contract period the into,maiion relates to. 

With respect to residual (No. 6) fuel 011 price 1ntormatIon on !he Form 423-1 (a) or 423· 1 (b) tor 011 

that was not purchased pursuant to an already existing contract, and the terms of the agreement under 
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which such tuel 01I Is purchas dare tulhlled upon del very, FPL reQuesls lhe price information ldent1hed as 

contrdentIal in Attachments A and C of FPL's Request for Specified Confidential Class1f1cat1on be kept 

conf1den11al tor a period of six months attar the delivery. Sill months Is the minimum amount of ttme 

necessary for conf1dent1ahty of these types of purchases to allow FPL to utilize tts market presence In 

gaining price concessions dunng seasonal fluctuations in the demand for residual (No. 6) fuel 011. 

Disclosure of this 1nformat1on any sooner than six months after completion of the transaction ,s reasonably 

hkety to ImpaIr FPL's ability to negotiate such purchases 

In summary, 11 Is my opInIon that the cond1t1ons cited by Or. Cameron ,n her affidavit are still vahd 

and that the markets ,n which FPL buys fuel 011, and fuel 011 related services, are ohgopohst1c 

In addition, this aff1dav11 ,s In support of FPL's Request for Confldent1al Class1hcat1on or No 2 fuel 

011 price tnformation found on FPL's Form 423-1(a). The No 2 fuel 011 mlormat1on 1dent1hed on Attachments 

A and C In FPL's Request for Confldent1al Class,tication ,s proprietary conhdent,al business 1nformat1on as 

that term Is defined In §366,093, F.S. As such, disclosure ot this contractual data would impair FPL's ab1hty 

to contract for No. 2 fuel otl on favorable term� m the future. 

No. 2 fuel 0111s purchased through a bidding process. At the request ot the No. 2 fuel 011 suppliers, 

FPL has agreed to not publicly disclose any suppher's bid This non•d1scIosure agreement protects both 

FPL's ratepayers, and the bidding suppliers As to FPL s ratepayers. the non•pubhc bidding procedure 

provides FPL with a greater variation 10 the range of Otds that would otherwise not be available 11 the bids, 

or the winning bid by itself, were publicly disclosed With publtc disclosure of the No. 2 fuel 011 prices tound 

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

the possibility that one supplier mtghl, based on his economic sItuat1on, come in substantially lower than 

the other suppliers. Nondisclosure �kew1se protects the suppliers from d1vulg1ng any economic advantage 

that supplier may have that the others have not discovered. 

The No. 2 fuel 011 pricing information appearing on FPL's Form 423·1(a). for which conl1dent1al 

class1flcat1on Is sought, should remain conl1dent1al for the time period the contract Is in effect, plus six 

months. Disclosure of pricing information during the contract penod or prior to the negotiation of a new 

contract Is reasonably likely to Impair FPL's abIhty to negotiate future contracts as described above 
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TABLE l 

NORTHEASTERN AND SOUTHEASTERN 

UTILITIES PURCHASING APPROXIMATELY 

6 MIWON BARRELS PLUS PETROLEUM IN 1991 

Utflly/MC11b 

Florida Power & Light 
Company 

Boston Edison Company 

Canal Electric Company 

Central Hudson Gas and 
Electric Company 

Connecticut Light & Power 
Company 

Consolidated Edison 
Company of New York 

Florida Power Corporation 

Long Island Lighting 
Company 

Niagara Mohawk Power 
Corporation 

State 

Florida 

Massachusetts 

Massachusetts 

New York 

Connecticut 

New York 

Florida 

New York 

New York 

&111111 
(000) 

31,782 

6,871 

10,286 

10.008 

7.578 

11,864 

10, 112 

14,038 

6,924 

Awrege 

(Percent) 

1 2 

0.73 

2.1 

1.3 

0.85 

0.26 

1.49 

0.87 

1.21 

Source; U.S. Oepariment of Energy, Energy Information 
Administration. Etectnc Power Monthlx Age,! 1992. Table 
65.



TABLE 2 

POTENTIAL SOUTHEAST RESIO SUPPLIERS 

ti.ctive Company 

Amerada Hess Corp. 
BP North America 
Chevron International 011 Co 
Clarendon Marketing, Inc. 
Clark 011 Trading Company 
Coastal Fuels Marketing, Inc 
Enjet Inc 
Global Petroleum Company 
lnternor Trade, Inc. (Braztl) 
John W. Stone Oil 01st. 
Koch Fuels 
Kerr McGee 
Las Energy Corp 
Lyondell Petrochemical Co 
Metallegellschaft Corp. 
Northeast Petroleum 
Petrobras 
Petrolea 
Phibro Energy Inc 
Rio Energy International 
Stewart Petroleum Corp 
Stinnes lnteroil, Inc 
Sun Oil Trading Company 
Tauber Oil Company 
Texaco 
Tosco Oil Company 
Transworld Oil USA 
Trintoc 
v,tol S.A Inc. 

Refiner 

YES 

YES 

NO 
NO 
NO 
NO 
NO 
NO 
YES 

NO 
YES 

YES 
NO 
YES 

NO 
NO 
YES 
N0 
NO 
NO 
NO 
NO 
YES 

NO 
YES 

YES 
YES 
YES 

NO 

Previous 
Suppher of FPL 

Contract/Spot 

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 
NO/YES 
YES/YES 
NO/NO 
YES/YES 
NO/NO 
NO/YES 
NO/YES 
NO/YES 
NO/NO 
NO/NO 
NO/YES 

Source: Data provided by Florida PO'Nl!r & Light Company (April 8, 199-') 

Note: 1) This table serves as the list for both contract and spot suppliers (Table 2 & Table 3) 
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