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AIRBOBNI IIPRISS 

Auqust 11, 1995 

Ms. Blanca s. Bayo, Director 
Division of Recorda and Reporting 
Florida Public service Commission 
Hetty Easley Conference Center 
.540 Shumard Oak Boulevard 
Tallahassee , FL 32399-0850 

Re: Dooket No. •• ... ~·•I 

Dear Ms. Bayo: 

P.O. Bu ClnlCIO. Moemo. fl. l3102 91!10 

\l \\\t. ,,, L. 

Hl£ cn~v 

Enclosed for filing with the coaaisaion in Docket No. 950001-EI are 
the original and fifteen copies ot FPL's Request tor Confidenti al 
Classification of certain Inforaation Reported on the Commission ' s 
Form 423-1 (a) tor the month of June 1995. The original is 
accompanied by Attachments A, B, C, 0 and E. Please note that 
Attachment A is an unedited Fora 423-l(a) and therefore needs to be 
treated as confidential . The fifteen copies are accompanied by 
Attachments B, c, 0 and E. 

If you have any questions regarding this transmittal or the 
information filed herewith, you may contact me at (305) 552-3924. 
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Very truly yours, 

~E~ 
senior Attorney 
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FLORIDA 1'08L%C 8aav%CB COXXISe.IOM 

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

) 
) 
) ________________________________ ) 

Docket No. 950001-EI 

UQUBS'l' J'OR CODIDmrfiAL 
CLASSII'ICA'l'IOM OF Cla'l'AX• I.roRKA'l'IOM 

RBPOR'l'BD o• '1'KB CO~I8I0. 1 8 J'ORX 42S-1(a) 

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

Administrative Code, Florida Power ' Liqht Company ("FPL" ) hereby 

files with the Florida Public Service co-iasion ( " Com.mission" ) 

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

cert ain information reported on FPL' a June 1995 423-l (a) Puel 

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

states: 

1. FPL seeks classification of the inforaation spec ified a a 

proprietary confidential business information pursuant to §366.093 , 

F.S. (1993) which provides i n pertinent part, as follows: 

(1) * * * Upon request of the public utility or 
other person, any records received by the co .. ission 
which are shown and found by the co-iss ion to be 
proprietary confidential business inforaation shall be 
kept confident ial and shall be exe•pt froa s. 119.07(1). 

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

includes, but is not limited to: 



* * * 
(d) Infor11ation c onoerninq bids or other contractua l 

data, the disclosure of which would impair t he e f forts of th~ 
public utility or ita affiliates to contract t or goods or 
services on favorable teras. 

2. In applying the st.atutory standards delineate d above i n 

paragraph 1, the co .. isaion is not roquired to weigh the merits of 

public disclosure relative to the interests o f utility c ustomers. 

The issue presented to the c o .. isaion, by this FPL Request, is 

whether t he i nformation s ought to be protected fi t s within t he 

statutory definitions of proprietary contidential business 

i nformation, as set :torth in 1366.093, P.S. (1993). I ~ the 

i nfo rmat ion is found by the co .. iaaion to fit within the otatutory 

d efinitions , then it should be classified as confidential, be 

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

f r om §119.07(1), F.S. (1993). 

J. To establish that material is proprietary contidentl al 

business i nformation under 1366.093(3)(d) , P .S. (1993), a utility 

must de.monstrate that '( i) the info i"JDAtion b contractual data, and 

(ii) the disc losure of the data would impa i r the efforts of the 

u tility to contract for goods or services on favorable t enus. The 

Commission has pre v iously recognized that this latter requirement 

d oes no t nec essitate the showing of actual iapairment or t he more 

demanding standard of actual adverse resu~ta: instead, it must 

simply be shown that disclosure is "reasonably likely" t o impair a. 

utilit y 's contr acting for goods or servi ces on favorable terms . 

2 



See 87 FPSC 1:48, 50 and 52, and 94 FPSC 10:87, 88. 

4. Attached to this Request and incorporated here in by 

reference are the following docuaents: 

Attachment A A copy of FPL's June 1995 For. 423- l(a) with th~ 
information for which PPL seeks confidentia l 
classification highlighted. This docUJDent is to be 
treated as contide~tial. 

Attachment B An edited copy ot FPL's June 1995 Form 423-1 (a) 
with the inforaation tor which FPL seeks 
confidential classification edited out. This 
document may be made public. 

Attachment C A line-by-lin.e justification aatrix id('ntifyil.g 
each item on FPL's For. 423-l(a) tor which 
confidential clasaitication is sought, along with a 
written explanation d-.onstrating that the 
information is (1) contractual data, and (2) the 
disclosure ot which would illpair the efforts of FPL 
to contract tor goods or services on favorable 
terms. 

Attachment D An affidavit ot Dr. Paaela Cameron. Dr. Cameron ' a 
affidavit was previously tiled with FPL ' s original 
"Request tor Confidential Classification of Certain 
Information Reported on the co .. iasion•s Form 423-
l(a)" on Karch 5, 1987, in a predeceasor of this 
docket . It is refiled with this Request for the 
convenience ot the co .. ission. Attachment E 
updates or. cameron•• affidavit. 

Attachment E An affidavit of Eugene Onqar. 

s . Paragraph 3 above identities the two prongs of 

§366. 093(3) (d), F.S. (1993), which FPL aust establish to prevail in 

this Request tor confidential classification of the information 

identified by Attachments A and c. Those two prongs arc 

conclusi vely established by the !acts presented in the affidavits 

appended hereto as Attac.hments D and E. Firat, the identHied 
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information is contractual data. Second, disclosurt> of the 

information is reasonably likely to iapai r FPL' s abil ity to 

contract tor goods and services, as discussed i n At tachments C, 0 

and E. 

6 . FPL seeks confidential cla••itication or the per-barre l 

invoice prices ot No. 2 and No. 6 fuel oil, and related 

i ::tf ormation, t he per- bar rel termina l i ng and t r ansportation charges, 

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

Form 423- 1 (a) Fuel Report as aore apeci:tically i dentified by 

Attachments A and c . 

7 . The confidential nature of the No . 6 fuel oi l information 

which FPL s eeks to protect is easily daaonstrated once one 

understands the natura of the market in which PPL as a buyer must 

operate. The market i n No. 6 fuel oil in the Southeaster n Uu.ited 

states is an oligopolistic market. See cameron and ung~t 

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

contractua l prices and terms in a n oligopolistic market, a buyer 

must not disclose price concessions provided by any given supplier. 

Due to its significant presence in the market for No . 6 fuel oil, 

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

not available to other buyers. Therefore, disclosure of such 

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

reasonably likely to i ncrease the price at whicb PPL can contract 

for No. 6 fuel oil in the f uture. A9ain see Cameron and Ungar 
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affidavits, Attachments D and E. 

a. The economic principles discussed in paragraph 7 above and 

Dr . cameron's affidavit (Attachment D) are equally applicable to 

FPL ' s contractual data r6lating to terminaling and transportation 

charges, and petroleum inspection services as described in Eugene 

Ungar ' s affidavit, Attachment E. 

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 0 : 

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

(b) That FPL's ability t o procure No. 6 fuel oil, terminaling 
and transportation services, and petroleum inspection 
services is reasonably likely to be impaired by the 
disclosure of the information identified because: 

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

(ii) PUrsuant to econo~ic theory, a substantial buyer in 
an oligopolist ic market can obtain price 
concessions not available to other buyers, bu t the 
disclosure of such concessions would end them, 
resulting in higher prices to that purchaser . 

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

information, identified in Attachments A and C as confidential, is 

inhe~ent in the bidding process used to procure No. 2 fuel o il. 

Without confidential c lassification of the prices FPL pays tor No. 

2 fuel oil, FPL is reasonably likely to experience a narrowing of 

5 



the bids offering No. 2 fuel oil. The range of bids is expected t o 

converge on the last reported publ l.c price, thereby r educing tho 

probability that one supplier will substantially unde rb id the other 

suppl iers based upon that supplier's own economic situation . See 

Ungar affidavit, Attachment E. Consequently, disclosure is 

reasonably likely to impair FPL'a ability t o negotiate future No. 

2 fuel oil contracts. 

11. FPL requests that the co .. ission make two fi ndings with 

respect to the No . 2 fuel oil informat ion identified as 

confidential in Attachmenta A and c: 

{a) That the No. 2 fuel oil data i denti fied are 
contractual datal and 

{b) That FPL's ability to procure No. 2 fuel oil i~ 

reasonably likely to be iapaired by the d isclosure 
ot the inforaation identified because the bidding 
pr ocess through which FPL obtains No. 2 fuel oil is 
not reasonably expected to provide the lowest bids 
possible if disoloaure of the last winn ing bid i s, 
in effect, aade public through disc losure of PPL's 
Form 423-l(a). 

12. Add i tionally , FPL believe• t he importance of these data 

to suppliers i n the fuel market is d .. onatrated by the blossoming 

of publications which prov ide utility-reported fuel data from FERC 

Form 423. The disclosure ot the i nformation sought to be protected 

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

serve the mar kets 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 tiae periods requestod are 

necessary to allow FPL to utilize ita market presence i n 

negotiating future contracts. Discloaure prior to the identified 

date of declassification would iapair I'PL'a ability to negotiate 

future contracts . 

14. The material identified as confidential information i n 

Attachments A and c is intended to be and ia treated by FPL as 

private, and has not, to the beat of FPL'a knowledge and beli ~f, 

ot.herwise been publicly disclosed. 

WHEREFORE, FPL respectfully requests that the CommiRs ion 

clas sify as confidential intoraation the inforaation identified in 

Attachments A and C and which appears on FPL'a unedited Form 423-

l(a). 

Dated August 11, 1995 
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Senior Attorney 
Florida Power " 
9250 w. Flagler 
Miaai, Florida 
(305) 552-3924 
Florida Bar No. 

Light Company 
Street, 16514 
33174 

0473499 
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Justification for Confidentlauty for June, 1995 Report: 

ATTACHMENT C 

Docket No. 950001-EI 
July, 1995 

FORM UNElSl COLUMN RATIONALE 

423- 1 (a) 3. 28 H ( 1 ) 

423-1 (a) 3. 28 (2) 

423-1 (a) 3. 28 J (2). (3) 

423-1 (a) 3. 28 K (2) 

423-1 (a) 3- 28 L (2) 

423-1 (a) 3- 28 M (2). (4) 

423-1 (a) J. 28 N (2). (5) 

423-1 (a) 3- 28 p (6). (7) 

423-1 (a) 3- 28 a (6). (7) 

423-1 (a) 1 - 2 H, I, K, L, N, A (8) 

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

( 1) This information is contractual information which, If made public, "would 1mpa1r the 
efforts of {FPL} to contract for goods or services on favorable terms." Section 
366.093 (3) (d). F.S. The Information delineates the price FPL has paid for No. 
6 fuel oil per barrel for specific shipments from specific suppliers. This tnformation 
would allow suppliers to compare an individual supplier's price with the market 
quote for that date of delivery and thereby determine the contract pricing formula 
between FPL and that supplier. 

Contract pricing formulas generally contain two components, which are : ( 1) a 
markup in the market quoted price for that day and (2) a transportation charge for 
delivery at an FPL chosen port of delivery. Discounts and quality adjustment 
components 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· prtces (i.e. 
contract formulas) among No. 6 fuel oil suppliers Is reasonably likely to cause the 
suppliers to converge on a target price, or follow a price leader. effectively 
eliminating any opportunity for a major buyer, lik9 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 electric rates. 
Please see Dr. 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 identify the No. 6 fuel oil market as an oligopolistic 
market in the Southeastern United States. As Or. Cameron's affidavit discuss~s. 
price concessions in an oligopolistlc market will only be available when such 
concessions are kept confidential. Once the other suppliers learn of the price 
concession, the conceding supplier will be forced, due to the oligopolistic nature 
of the market, to withdraw from future concesslono. Consequently, disclosure or 
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 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 confidentiaa for the reasons stated In paragraph ( 1) relative to price 
concessions. 

( 4) For fuel that does not meet contract requirements, FPL may reject the shipment. 
or accept the shipment and apply a quality adjustment. This is, in effect, a pricing 
term which is as important as the price Itself and Is therefore confidential lor 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 lew times that there are quality or discount adjustments. That is, column 
N will equal column H most of the time. Consequently, i~ needs to be protected 
lor the same reasons as set forth in paragraph (1 ). 

(6) This column is used to mask the delivered price of fuel such that the invoice or 
effective price of fuel cannot be determined. Columns P and 0 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 andl 
N) by subtracting these columnar variables from column A. 
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(7) Terminating and transportation services In Florida tend to have the same. if not 
more severe. oligopolistic attributes of fuel oil suppliers. In 1987, FPL was only 
able tc 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 Aorida for both of these 
services, market entry is difficult. Consequently, disclosure of this contract dat'\ 
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 lor 
petroleum inspection services. only six qualified bidders were found lor FPL's bid 
solicitations. Consequently. disclosure of this contract data is reasonably likely to 
result in increased prices for petroleum inspection services. 

(8) ·,his information is contractual information which, if made public. ·would impair the 
efforts of [FPL) to contract for goods or services on favorable terms." Sect1on 
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 n.:>n· 
disclosure agreement protects both FPL's ratepayers, and the bidding supJ.lliers. 
As to FPL's ratepayers, the non-public bidding procedure provides FPL with a 
greater variation in the range of bids that would otherwlso not be available if the 
bids, or the winning bid by itself, were publicly disclosed. With public disclosure 
of the No.2 fuel oil prices found on FPL's Form 423-1 (a), the bids would narrow 
to a closer range around the last winning bid eliminating the possibility that one 
supplier might. based on his economic situation, come In substantially lower than 
the other suppliers. Non-disclosure likewise protects the suppliers from divulging 
any economic advantage that supplier may have that the others have not 
discovered. 
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.. ...... ......... _ ...... ...... - .... -----·-··········-····-- ····-- ·-.·-""-
Date of Declassification: 

FORM UNECSl COLUMN QAI£ 

4 23· 1 (a) 3·7 H -N 06/30/96 

4 23· 1 (a) 8 . 10 H -N 05/31/96 

423· 1 (a) 11 . 12 H·N 03/15/96 

423·1 (a) 13 . 28 H·N 12/31 /95 

4 23· 1 (a) 3 . 28 p 03/31 /99 

423· 1 (a) 3 . 28 a 06/30/96 

423-1 (a) 1 . 2 H, I, K, L, N, A 12/31 /95 

Rationale: 

FPL requests that the conl:dentlBIInlormation Identified above not be disclosed until the 
identified date of declassification. The date of declassification is determined by addang 
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 negot1ation of 
a new contract is reasonably likely to impair FPL's ability to negotiate future contracts as 
described above. 

FPL typically renegotiates its No. 6 fuel oil contracts and fuel related services contracts 
prior to the end of such contracts. However, on occasion some contracts are not 
renegotiated, until alter the end of the current contract period. In those instances, the 
contracts are typically renegotiated within six months. Consequently, it is necessary to 
maintain th~ confidentiality of the Information Identified as confidential on FPL's Form 
4 23·1 (a) or 423·1 (b) for six months after the end of the Individual contract period the 
Information relates to. 

W1th respect to No. 6 fuel oil price Information on the Form 423·1 (a) or 423· 1 (b) for oil 
thnt was not purchased pursuant to an already existing cCintract, and the terms of the 
agreement under which It is purchased are fulfilled upon delivery, FPL requests the pr ice 
information identified as confic:lentlal be kept confidential for a period of six months after 
lhe delivery. Six months is the minimum amount of tlme necessary for confidentiality ot 
these types of purchases to allow FPL to utilize Its market presence in gaining pr1ce 
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concessaons during seasonal Huctuations 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 IIT'palr FPL's aballty 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 dunng the 

contract period or prior to the negotiation of a new contract Is reasonably likely to impaar 

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 

months. Consequently, it is n1:1cessary to maintain the confidentiality of the information 
icentified as confidential on FPL's Form 423-1 (a) or 423-1 (b) for six months after the end 

o. the individual contract period the information relates to. 
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ATTACIIlootBNT 0 

BEFOII THI 

FLORIDA PUBLIC SERVICI COMMISSION 

.UnDAVIT ) 
DISTRICT OF COLUMBIA ) u 

) 
Docket No. 110001-EI 

Before me, tho undenlaoed authorhy, Pamela 1. Cameron appeared, who 

beina d uly swora by me, said and tutined: 

I. INTRODUCTION 

My name is Pamela J. Cameroa.; my buaiaaa addrtu is 1100 M Street, 

N.W., Suite 600 South, Wuhinatoo, D.C. 20036. I am employed by the National 

Economic Research Assoc:iatu, Inc. (NERA) u 1 Senior Analyst. f received my B.S. 

in Businus Admiaiuratioa from Tuu Tech Uoivonlty in 1973, my \i.A. in 

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

from the Uaivenity of Oklahoma iA 191S. My major r11lds of study have been 

tndwuial Oraaniz.atioo, Public FioallCO aAd Econometrkl. 

Since 198%, I hlvt bttD employed by tcODOmic IJid reaulatory eotuultina 

fires providina servic:.. relatiJia to utility rtautatloa. I have directed numerous 

projectJ includina market aDI.Iysil, au aequllitioa aAd coatrlet aeaotiar ioa, and 

111ternatlve rueiJ evaluatJ.oa. 

I have been asked by Florida Power aDd Llaht CompiJiy (FPL) to ev•luate 

the market in whidl FPL buys fuel oU aAd to dtterm!De what Impact, if any, public: 

disclosure of certain fuel traDJact ioa data is likely to have 011 FPL and itJ 

racepayen. Speciric:ally, the data I will addrea is tho deta iled pric. informacion 

reporced on Florida Public Serv ice Commiulon Form 423a. 
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.. -.. , .... ,un U tftt ftUIDber aDd siz.e of rirmJ in &he market, the heteroaeneity of producta and distribulloa chaollfb, the e&H with 
which firms can enter and leave the market, aDd the dtaree to whj,:h firms and coruumers poueu information about the prices and producu. 

Usina &hue rour buic crit1ria or cbancceriatics. tcoaomisu d istinauish competitive, oliaopoliJtic and mooopolistic: markets. For eaamp&.. a compecicl..,c market is characterized by the (ollowloa: (I) Ora produce a bomoaeoeoua product: 
(2} there are many buyen aDd sellen 10 that salle ot PllfCiwel of each are small in relation to the total market; ( l) utty ieto Of ult from the lllltket is not 
connnintd by tcoDOmie or 1eta1 burien; and (4) n,... aDd coDJuiDfrt have aoocl 
information reptdioa alteroatlve producll and the prlc.a at which they are 
available. Uodtr these circutnSI&liCtl individual. buyen and sellen have only an 
imperceptible ioOuence oo the merkel price or the IICtloel ol othert in the market. Each buyer and seller actt iodepeodeotly since t"- ectlou will not affect the 
market outcome. 

An oliaopolistic industry is one in which the number of Mllers is small 
enouah (or the activit ies of sellers to affect eac:b other. Clwlaos ID the output or 
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the price or ODe rirm will afrtel the al'IIOUDII wblcb Other ltllen Clll sell and the 
oricu that they cao charae. Ollaopollstlc iodusttiee may sell either diCrerentiated 
or homoaeoeous producta aod are usually chlncterized by hiah barriers to entry. Because or the interdependence o( suppliers, the e&UDI to which they are informeo 
with respect to the actioDJ or other portia Ia the lll&tket wUI affect the ir behavior 
and the performance or the market. 

A monopolistic market b one Ia which a linale seller controls both the 
pr ce and output or a product ror which there are DO cloto subttltutu. There are also siaaificaat barriers co prevcot othtn f rom tDttriaa the marktt. tn chis inllance, the seller knows the details or -h ltaliUttioa and there is no . lnr 

advantaae co the buyer io keepiaa these details confidtotlal. 
It is clur even from this brief dlscusaioa that a determinacion of the 

likely effect or the disclosure oC the ttrma and coodltlou or tranucclons dopends on the type o( rr.•rket involved. In determlnloa the structure of FPL's fuel ool 
market, I havo reviewed the sellers and buyen operatiDI ia theM markets, the 
homoaeoeity or the produce, the rectors aoverailla eatty or uit from the marktu and the role o( inCormatioD. The review iodicaut tllet the Cuel oU lllltkll ia which 
utilities io the Southeast purcllue suppliee il ollaopoliltlc. That is, the actioDJ or one firm will affect the prlciea and output decltlou ol other sellers. The interdepeadtDCt amoaa fuel oil suppliers IJ compouadecl by the prueoce ia the 

market ~r a row very larJe purchasers, such u Fn.. l1Mt followina sectioas describe the details o( 1ft tlaboratloa o( the COI\MCIUIDCa or tnnsact lon disclosure in this type oC market, my market eYaluatioa and my conclutlou. 

nera· 



-4-

III. EFFECT OF DISCLOSURE IN OLICOPOLISTlC MARKETS 

A brief review or the role that secrecy playa ia oliaopoly theory is 

helpful ia undentaodina the prlcioa pollcia or ollaopolisiS and the predicted impact 

OD f uel COSIS. 

Ao oliaopollstk market structure Ia cbanc:terlud by competition or 

rival ry amooa the few, but the aumber or firma ia a market does not determine 

conclusively bow the market ruoctlou. Ia the cue or ollaopoly, a number ;;! 

outcomes are possible depeadina upoa the dearee to which the firms act either as 

rivals or as cooperaton . Sellen have a commoa aroup iote•ut io keepina prices 

hiah. but have a coonict or interest with respeet to market share. 

The manaaemeat or oliaopolbtjc firma recoaolzet that, aiven their mu:ual 

interdependence, profiu will be hlaher whea cooperative policies are pur1ued than 

when each firm aciS only io iu owa narrow self -Interest. If firms are offered che 

opportunity to collude, oliaopolistic marketa will teDd to uhlbit a tendency toward 

che muimiutioo of collective profita (the priciaa behavior usociated with 

monopoly). However, coordioatloa or pricilla pollcia to muimiz.e joint profits is 

not easy, especially where cost ud ma.rut share difrereoc:a lead to connictina 

price aod output prefereac:a &mODI firma. Coordiutioa is coasiderably less 

difficult whea oliaopolista cu commu.aic:ac.t openly aDd freely. But the antitrust 

laws, which 1t1 cooceroe4 with iahlbltilla IDODOPOIY priciq. make oven cooperation 

unlawful. There 11'1, however, lubtle wa)'l or coordleatlaa prlcina decisions which 

are both leaal and potentially effective It dlsc:ipllae caa be raa!Ataiaed. 

One mean~ of coordinatlna behavior without ruADJaa afow of the law is 

price leadership. Price leadenhip c:u aeAereiJy be viewed u • public slanal by 

fir ms of the chanaes in their quoted prices. Jf ncb rum ltGOWS that it1 price CU IS 

will be quickly matched by ill rivaiJ, it will have mucb I• ioceative to make chem. 
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By the same loaic, e.ch supplier ltoowa that ;u rival.a can 'u"•t•ia a hi&her pr ice 

quote only ir other nrms follow with matctlina prius. 

Focal poiot prlcioa is aoothtr eumple or oliaopolistic pricina that allows 

coordination without violatlna the utlttutt lawa. Here. sellers tead to adhere to 

accepted focal points or taraeta sucll u a publk:ly posted price. By seuina iu 

price at some ront point, I r1n11 t.citJy encouraaa riYIII to follow 'uit without 

uodercuttina . The posted price published ror various aradts o ( fuel oil by reg ion 

would serve u a focal point for that area. Other types oC focal poinu include 

manuf;cture usociatioM' published list prices or aoveromeot- sct ccilina pr icn . By 

adherina to these accepted taraeta, coordlnatloD is facilitated and ;~rice warfare is 

discouraaed. 

While ol iaopolists have iDCIIItlv• to cooperate in maintainina prices 

above the competitive level, there are also divisive forces. There are 1everJI 

conditions which limit the likelihood and errecdveneu o( co~rdination, all of which 

are related to the ability or a sinale nrm to orrer price concessions without fear of 

retal iation. They iocludc ( I) a siat~ir.cut a umber of sellen; (2) hettroaeneity of 

producu; (l) hi&b overhead COlts coupled with advene busineu conditions; ( 41) 

lumpiness and infrequency Ia the purchale or producu; aDd (5) secrecy and retal ia­

tion laas. 

A. De N••Mr u4 Stu of ftraa 

ln. tlniCtural dimeDJioD witll the GlOit obvio~~t innueace oo coordinat ion 

is the number 10d size distribution or OriD:I Ia the market. The trtater the number 

of sellers in a market, everythina else the san~e, the more d lmcult it is co maintain 

a noncompetitive or above-coat price. At tht number or flnnt increases and the 

market share or each declines, firma are iDc:rusln&Jy apt to ianore the effect of 

their pricina and output decisions oo the actions or other firms. In addition, u the 
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number of r 11au iocreua, the prObebility i11Cru$et that II least ODe firm will have 

lower thao averaa• costa aDd u auraalve priciaa policy. Therefo re, ao ol iaopo liu 

in ao industry of IS firms b mort llklly to offer ucret d tscounu and leu likely to 

be discovered thu ID olla.,polbt In lA lnch&Stry or only thrH rums. 
8. Proclasl Htttrottntlly 

I( products were truly bomoantol.il o r perfect substi tutes in the 

consumer's mind, price would be the only variable w ith which fir mJ could compete. 

This reduce~ the wk or coordlnatioa, for flrau mwt consider only the price 

dimensioo. Whea produciJ ar• di(ferentlattd, the terms of rivalry b«ome 

multidimensional and considerably more complea. 

C. Omhud Cpua 

The abil ity or oliaopolisiJ to coordinate is affected in a variety of wa ys 

by cost cooditionJ. Generally, the areattr the difference~ in cost structures 

between fi rms, the more trouble the firma will have mainu ioina a common price 

policy. There is also evideDCe that illd~.itttia characteriz.td by hiah overhead com 

are part icularly SW<:eptlble co prlciAa cUaclpllM brakdowDJ when a declioe in 

demand force~ the indua&ry to operate below ~ity. The ind&AJtry charac:tcriu d 

by hiah fixed c:otiJ suf(en more whea deaaaDd Ia deprtued becaUM of strooa 

induc:emenu toward pri.c:e-cuttloa aDd 1 loft!' floot (I'D&IJioaJ c:ott) to price 

decreasa. (Price-cuttiaa wW be c:heckecS at biaber prices when marainal c:otu are 

hiah and fixed cotu are relatively low.) 

D. Lumplgua aa4 lafnntnn of OnCtn 

Profitable tacit coU&AJioo is more Jlltely wileD orden are small , freQuent 

and reaular, since detection and retaliation are euier under these c:i rc:umstanc:es. 

An)· decis ion to undercut 1 price on which IDduauy membtn have tlcitly aareed 

requires 1 balanc:ina of probable aailu aaalnJt the Hkely cotll. The aaio from 
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cuttina the price derives from the increued probability or securina a profi~ble 

order and laraer share or t~ market. 'The coat ariaa from the increased 

probability or rival reactioru dr ivina dowa the ltvel or future p rices and, therefore, 

future profiu. The probable aalu will obvlolllly be laraer when the order at stake 

is larae. Abo, tht amouDc or loformacjoa 1 nrm coavtY1 aboul iu pricina urareay 

to other f irms in the market incrtua with the aumbtr or tranuct iou or price 

quotes. Cle.arly, the leu frequently orden att placed, the leu likely detec tion 

would be. 

E. Surrn and Btlallatlo• L.ua 

The lonaer tht advent CODMQUIDCtt Of rival rttallatiOD CaD be delayed , 

the more attractive undercutt ina the aeeepled price structure becomes. One means 

of forestallina retal iation is to &rant stertt priet cuts. If price is above marainal 

cost and if price concession• can reuonably bt upecctd to remain secret, oliaopo­

lists have the incentive to enaaae in secret price shadlna. 

Fear of retaliation ia not limited jlllt to fear or matched price cuu by 

other scllcn ia the awktc. A dbclosvn of aecnt pr"- G()Oceuioas to ooe buyer 

may lead other buyen to demand equal UUUIMDL 1"'M result would bt an er~ioo 

or industry profits u the pr"- dKIIaa to ICCOmiDOdaet other buyen or a with­

drawal or price cooceuioaa i.a aea.rtl. 

The number ud slu diltributioa ol buyen iA the tDarlcet ia a siaoifia ot 

factor where fur or rttallatloD iJ IJl impotUDt matUl tlemtDL Where oat or a 

few larae buyen repreMDt I lar11 percent or the market, lht II"'DtiDC of secret 

price concessions to those buyen by a seller Ia likely to impose sianificant c~u 

(that is, result ia siaaifkant lou or sales) ror tM rernainlna stlltn. Since dis­

closure of secret price cooceulons in this caM Ia tDON likely to prompt immediare 

reaction than would kaowledae or price coaceuloaa to smaller, ins ianificaot firms. 
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it follows that rather tha.D riJk u unprofitable price battle firms may cease 

offerina coocmioo.s. 

It iJ not io the IODI-I'\ID loterett of the firaa coosiderioa price 

conceuionJ to initiate price C\I IJ which would lad 10 lower aaarktt prices aenerally 

or ruinoUJ price ~n. tr koowltdae or price cooceuioo.s leadl other sellen to 

reduce price accordintJy, the prict-cuttJaa nraa wiU lou the market t hare 

advancaae it could hav• aained throu&)l secret price slwlioa. lndUJtry profits will 

be lower due to the lower price Ieveli. Therefore, alveo that any price concessions 

will be disclosed, tht most profitable suataay is more likely to be to refnin from 

offerina price conceuioru. Eliminatiaa opportunities for secret actioo (by disc:losina 

price , for eumple) would areatly reduce the loceotivt to oliaopolisu to offer price 

concessionJ. 

IV. MARKET EVALUATION 

Arter reviewina the theoretical criteria IUed by Konomisu to evaluate 

market structure with FPL persoooel koowltdaeable in the area of fossil-fuel 

procuremeot, I requested ud wu provided with ISMatial ID&Iktt data necessary to 

analyze the market io which FPL purcU.. No. 6 fu.l oil (resid). These data. 

toaether with other published iarormatioa. wert UMd 10 dftarmine the stl'\lcture of 

the market. 

A. Marhl Stnchg 

The product under consideratioo Ia rtlid aod ic. primary purchuen are 

uti lities. FPL is located io the Southeast ud, becaute of its aeoaraphieal location. 

purchases resid primarily from refineries Ia the Gull Cout area or the Caribbean. 

Transportation cosu limit the market to 'these arna. ahhouah it may be possible to 

pick up distressed caraoes froaa other loc:atloo.s oa rthe spot market. Other majN 

purchasers of reaid rroaa tht Outr Cou& and Caribbean art utilities Ia chc 

nera-



-9-

Northeast. Due to the additional tnnsporutlol cotta, however, utilit iH in the 

Southeast would be unljkely to purchase raicS from oortheasuro refineries. The 

Northeast does not have adequate reriMry capecity to m"t the demand in that area 

and il. therefore. a net importer cr resi4 rrom the Gull Coast and fore ian supplitrs. 

Therefore, the Northeast and Southeast are separate, but related, markeu. 

FPL purchases resid io very lara• e~uudtia, usually in barae or ship lou 

( 100,000 to 200,000 barrett or more). Ia 1916, FPL purchued 2S, .. 60,637 barrels of 

low-sulfur resid, the majority or which (6& percent) was under medium-term (one­

to two-year) contracts. The remainder was purchased oo the spot market. There 

are very few buyers or resid in the market wbo purchue qiWIIit ies approac)lina the 

le"els consumed by FPL. Table 1 shows the relative size or purchases for the 

major consumina util itie-s in the Southeut and the Northast. or the 10 ut ili ties 

who had purchases or more than soo.ooo barrels per month for the July throuah 

September 198S period, FPL iJ clearly the sin&lt most important buyer in terms of 

site. Only one of the other utilities is located in the SoutheuL 

The entry requiremtDts for sdltn la thia market are substantjaJ. Sellers 

must be capable or m«tin& all of the uliUty't speclClcatlou locludina quantity and 

quality (for eumple, maximum suJ!ur, ash ucl wat.tr coo&eot). Suppliers must either 

refine or aather IJld blel!d c:uaoes from refaoeria to marbtable specil'lcatioos. 

The capital ,.quiremtota auoeiattd witll buUdlq or buyina a refiuery are 

certainly substantial. Another viable optlon lot tatty lato thla market would be as 

a reseller, blender or trader. All or thttt puticlpetioa It vela would require a 

fin ancial position in the oil to be sold. AI thb ltvel, the entntlt would aather 

caraoes from refiners or other traders and bltad (II required) to marketable 

specificat ions. The primary facilities requirameot would be ltorllt tan!a to hold oi l 

for resale or to blend cuaoa. Auumioa tM entrant lnreods to s.ll to utilitieJ, 
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the mioiroum purchase quaotity would be approaimac.ly 100,000 to 110,000 barreiJ. 

ThiJ would represeot ooe barae lot. It ia possible to kue taok.a wilh aaitators for 

blendina. The most nuible approach would be to leut a 2SO,OOO barrel tank. This 

would accommodate two barae 1«*11 0t OM CDtdlua capacity VUMI. The cost for 

250,000 barreb or leased stonae would be tpprolima&ely $0.01 per barrel per day o r 

$0.30 per barrel per month. Total taak cott (uaumilla full utilization) would be 

approximllely $75,000 per month. 

The prospective reseUer would also nttd to have opeo lines of credit co 

finance oil purchases until paymeat wu received from the cwtomer. Auumina the 

entrant intended to move a miaimU&D or 1,000,000 bureb per month, it would b: 

necessary to finanu approximately SIS,OOO,OOO for lS to 40 days. 

Althouah the current barrien to entry iJito> thla market u a refiner or 

reseller are substantial, they would be evea hlaher ucept that the depressed state 

of the oil industry hu c reated surplw reflDtry capacity ud increased the storaae 

tank capacity available for lease. TM coet of th.. facilhitt will incre&se as the 

oi l iodwtry improves and the Currtllt IIUPIIII availability dimiaishcs. Thus, it i'! 

reasooable to aoticipate that future eatry coDditiou wlll be more, ..-ther thao less. 

restrictive. 

A oew compuy could abo eater the IDIIket u a broker sellina small 

carao lots to utilities. lJI thls cue, the broker wollld DOC haYI to take a fioaocial 

C>CH itioo with the prodt.aet l.lld would act 11 a midd.JeiiiU berwee11 refinen and/ or 

resellen and customers. The primary berrier to eatry at thla level would be the 

need to have established cootacts with reflnert, tnden aod potential cuuomert 

normally active io the mariket. However, this may not 0. a very viable approach i f 

an enterina company expec tS to rn&U utility salta. For example, FPL hu informed 
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me th2t they an hesitant to dul wilh • broker who does oot actually hold tille 10 

1he oil beina so1d u this would be coDSidtred 1 hiah-risk source. 

Table 2 presents a lilt ol eutrenlly ac:tive rirau capable of supplyina 

resid to the soucheucero utility ID&Iktt oca a cootrac:t buis. This list rtpreseots 

11!e firmJ pre.senlly capable or supplylaa the southeastern utility market. Some of 

these firau also supply rcsid to the muket lD the Northeast. The liJt of po1en1ial 

conuact suppliers to FPL is somewhat sborttr. For eumple, because of 1he low­

sulfur requirerr.ent, Laaoven S.A. is aot a preuot supplier to FPL. but could supply 

o1her area u1ili1ies with lesa restrictJw 1111lur specirlcatioiiJ. L:aaovee ref ines 

Venezuelan crude oil which hu a lliah· lultllr content. Others, such u S:raeaot Gil 

and Gu Company and Torco OU Company, sell primarily to U.S. Gulf Coast 

ruellers, but could supply utilit.i.. thai ha~ their own transportation and buy in 

sufriciently larae quantities. In ita Jut requ .. t for bids to supply requiremtnls for 

1987 and/ or 1911, FPL received 12 propoub. Under circuautancet where only 12 10 

20 f irms coropete for sales in a muket dominated by a few larae purchasers. each 

firm will be concerned with the ac:tlou or pottatlal reactioiiJ of ia rivals. The 

lou of a larae sale, such u aa FPL coatnct. would uadoubtedly have a sianifieanl 

effect on the market share or that nra. 

Some rer~ers or reulltn, tboup aot ordlaatily ca'"'ble or or willina to 

commit the reteurc:a necessary to IIIMt utility ll)tCuiCitiont ia order to compete in 

1he contract market for low-sutrur resid, may be potential spot market suppliers. 

Table 3 lisa rirau ia this ClltiOfY. Tbt number or l1t'a in this CIIIIOfY is :also 

small enouah that they must be aware or aAd coMidtr the prica offered by lhe 

o11!ers in their decisionmaklna procesa. 

The primary characteristic which diulnauish.. ollaoPOllstic markea is the 

interdepeodenc.e of the sellen ia the market. Clearly, ia view of 1he reluively 
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small number of ullen, the restrictiocs Oil eatty llAd the small numbtr of larae 

buyen, the bidJ aod prices offered by ou fuel oil supplier will have aa effect oo 

tl\e pricin& policy and the quantity sold by t1Y rtmaiAioa ~lltn. A fireD wishinc to 

sell resid to FPL io this muket c:anoot iaoore the ICtiocs or pricina -Jecisioos of 
other firms aod reasonably upect to profit ia the Ioili term. 

B. EUut of Dlsc!oayrt 

Ia Section Ill,. the role of disclotutt aad the tacton conducive to price­

Clllina in oliaopoliuic: iodustriet wu diteusaed. The aaalysiJ iodic:atea that rthe 

facton which facilitate secret disc:oundna are abo pret~at iD the southeastern 

market for resid. As diteussed, there 111 c:urrtatly 12 to 20 firm capable of 

supplyina resid in thiJ market. Resellen or broken wUI have different cos t 
structures thaa refinen. The oil industry iJ typically clwlfitd u a IIlah overhead 

cost industry. Contracts for resid are lara• and lnfrequeat. The probable net gai ns 

from discountin& are areater where ordtn art lara• and infrequent. In the absence 
of public: di.sc:losure, price conc:essiocs could reasonably bt upec:ttd to remain secret 

for at least one to two yean under a loaa-tarm coatrsc:t. Aad fiD&IIy, the expected 

aains to uodercuttloa the iodustry price to a tarat buyer suc:b u FPL would be 
la rae if secrecy could be assumed. AU ot theM market chattcttrbtka which are 

preseot io t1Y soutlleuttrD resid market art coDduclve to tbt araatioa of orice 

coocessioDJ. A limitiat factor, howevtr, may tot clixlolure or tho lick or secrtey 

since price coDCeUioDS to a sioaular tara• buyer sucb u FPL could mean a 
sianificaot lou of sales for the remaioioa seUtn. 

Tht analysiJ or the (uti market iD wbklt FPL COI'IIptta iodicates that 
sellen have a strona incentive to anot price coocaaiou, but are most likely co 

annt them only if secrecy can be wured. 
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V. CONCLUSION 

Theory predicts that to the e&tlllt f'IMI tuppliea and ~~rvkes are 

purc:hucd ill oliaopoli.sllc awktg. SM~bllc dltcloeurt of' detailed pric:ina informa1ioo 

will areally llmil opportuolllea Cor Mertt pr~ c:on«Uiou. ThiJ lhtory iJ ev·eo 
stronaer wheD applied to a lara• bla)'tt la rtlatloa to tht 1iw of' tht market. My 
aoalysiJ or tht ac:t\&11 market IDdlcatll that FPL il a v6ry Ia rae buyer purc:hui na 
f'uel oil ia Ill oliaopollstlc 111&1ktt wlwrt IAterdtptodtDCe b a key c:harac:leriJtic:. II 
followt that lht Upteted C:ODMqUt~ o( ..... W dbcloeurt of' the de11ilt o ( fuel 

traasac:tlooJ iJ (ewer price c:oDc:Utlou. Pr~ C:ODC:atiou iD f'uel contracts ruult 
ia lower overall elecuicity cott to ratepayen. ConJtQueatly, public disc:los <Jre is 

likely to be de1rimeo111 to FPL and its ratepayen. 

SworD bt(o,. 11M thla 'f~ day o( Maret., 1911 iD the t>istric:t of Columbia. 

NOTARY PUBLIC 

My c:ommiuion upiru, kpf .J~. /9 ~1 
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NORTH!AST!IN AND SOtrrHIAST!RN 
UTILITIES CONSUMING APPROXIMATELY 

500,000 BARRILS PLUS PETIOLIUM PEl MONTH 

J11lr tbrot~a• s., ... ._, 1915 

Number o( 
O.Uvery Barrels 

!.lsililxlMgosb ~giDII Sllll ~,,b~ 

( I) (2) (l) 

Flor ida Power and Liaht 
Company 

July I Florida 2,920,000 
Auaust 9 Florida !,011,000 
September 9 Florida I.Z2~ 000 

S,302,000 

Canal Electric Company 
July MuaachUMltl 161,000 
Auaust Muac:hUMttl 1.~~.000 

1,963,000 

Central Hudson Gu and 
Electric Company 

July 2 New York 902,000 
AUIIlSl 2 New York 1,012,000 
September 2 New York ~22 000 

2.S06.000 

Commonweal th EdisoA Co111puy 
July • IJJJDOill S47,700 

Connecticut Liaht ~d Po._.r 
Company 

Auaust 3 Coooecticvt 696,000 

Consolidated Edisoa COIIIp&.Dy or 
New York 

July 9 New York 1,220,000 
Auaust 9 New Yorit 141,000 
September • New York 11m.ooo 

],10,000 

nera-

TABU: I 
Paat l of 2 

A venae 
Sulrur 
~SlmOI 

(Percent) 
(4) 

0.13'111 
0.14 
0.11 

2.03 
2.09 

1.32 
1.31 
1.23 

0.67 

0.99 

0.29 
0.29 
0.26 



NORTHIASTEIN AND SOUTHIASTERN 
UTlLITl!S CONSUMING APPROXIMATELY 

!00,000 BARRELS PLUS PETROLIUM PER MONTH 

JyJy &hrouall S.Jte•ber ltiS 

Numbtr ol 
Dtllvery Barrell 

Ll!ili!Jr:lMSllllb EQia~a Sllll Pu u; baasl 

(I) (2) (3) 

Florida Power Corporation 
July 7 florida 730,SOO 
September 7 flortda 6~l.~ 

1.374,400 

l ona bland liahtina Company 
July 4 New York 1,499,000 
Auaust 4 Ntw York 1,630,000 
September 4 Ntw York 122 ggg 

4,007,000 

New England Power Company 
July 2 Muaachi&MtU $91,000 
September 2 Mauachi&MlU ~lQgg 

1,234,000 

PeonJylvania Power and Liaht 
Company 

July 6 PtllnaylvuJa 506.000 
Auaust 6 Ptuaylvaala 1,393,000 
September 6 PtusylvuJa §g2,Qgg 

2,506,000 

TOTAL 23,976,100 

TABlE I 
,.,. 1 or 1 

Averaae 
Sulfur 

CQDII:DI 
(Percent) 

(4) 

1.2S% 
1.14 

2.20 
2.20 
2.30 

uo 
2.04 

0.91 
0.19 
0.19 

Source: U.S. Department of Entr&Y, Eneray fnfonnatlon Adminlatration, Elcs;tr jc 
Pgwer Oyartcrly. Ttblt 14, Third Quarur 19U. 

n e ra· 



POTENTIAL SOUTH:IAST RESID SUPPLIERS 
LONG-TERM CONTRACTS 

Looa-Term 
Tracuporuli~o 

A"iXI ~llmt!IDX BlfiDI[ (~a liE Will 
(I) (2) 

Amerada Heu Corporation Y11 Yea 
Amoco Oil Compuy Y11 Y11 
Apex Oil Company No Y11 
B. P. North America No Yes Belcher Oil Compuy No Y11 
Challeoaer Petroleum (USA), Inc. No No 
Chevron International Oil Compaoy No Yet 
Clarendon Marltetina, Joe. No No 
Eastern Seaboard Petroleum Company No No 
Globtl Petroleum Corporation No No 
Hill Petroleum Coropuy Yll No 
Koch Fuels, Inc. Y11 No 
Laaoven S.A. YR Ya 
New Enaland Petroleum Company No No 
Pettobru (Brazil) Yet v .. 
Phibro Distributors Corporation No No 
Scallop Petroleum Compaoy: No Y11 
Seraeaot Oil and Gu Compuy, Inc. No No 
Stinna loteroil, Joe. No No 
Suo Oil Tradina Compuy Y• No 
Tauber Oil Company No No 
Torco Oil Compuy No No 

TABLE 2 

Current or 
Previous 

Sllt!t!liu g( Hl. 
(3) 

Yes 
No 
Yes 
Yes 
Yes (current) 
No 
No 
No 
No 
No 
No 
No 
No 
Yea 
No 
No 
Yes (current) 
Yes 
Yes (current) 
No 
No 
No 

Source O.aa provided by Florida Power IJid Liatn Compuy. 

nera· 
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TABLE 3 

POT£N11AL SOUTHEAST RESID SUPPLIERS 
SPOT MARKET 

Acsjve Cgmpany 

Amerada Heu Corpor~tioD 
Amoeo Oil Company 
Apex Oil Company 
B.P. North America 
Belcher Oil Company 
Challeaaer Petroleum (USA), lac. 
Chevron International Oil Company, Inc. 
Clareadon Marketina, IDC. 
Eastern Seaboard Petroleum Company 
Hill Petroleum CompiJiy 
Koeh Fuels, Inc. 
Laaoven S.A. 
New Enalaad Petroleum Compaay 
Phibro Distributon CorpontioD 
Sctllop Petroleum Company 
Seraeant Oil and Gas Company, lac. 
Tauber Oil Company 
Transworld Oil (USA). lac. 

ReO nor 
(1) 

Yes 
Yes 
No 
No 
No 
No 
No 
No 
No 
y .. 
y .. 
y .. 
No 
No 
No 
No 
No 
Yet 

Lona-Term 
Transportation 
COwo or Lease) 

(2) 

Yes 
Yes 
Yes 
Yes 
Yes 
No 
Yes 
No 
No 
No 
No 
Yes 
No 
No 
Yes 
No 
No 
No 

Source: Dtta provided by Florida Power ll.ld Liaht Company. 

nera-



ATTACHMENT E 

BEFORE THE 

FLORIDA PUBUC SERVICE COMMISSION 

STATE OF FLORIDA) ss 
COUNTY OF DADE ) 

AFFIDAVIT 
Dodc:et No. 950001-EI 

Belore me. the undersigned authority, Eugene Ungar appeared, who being duly sworn 

by me. sa1d and testilred: 

My name 15 Eugene Ungar: my busaness address Is 9250 W. Flagler Street. Mramr, Florrda 33174 

1 am employed by Florida Power & Ughl Company ("FPL·) as a Forecasting Specialist in the Busrness 

Systems Oepanment. I received a Bachelor's Degree In Chemical Enolneering from CorneU Un1vers1ty '" 

1972. In 1974, l recerved a Master's Degree In Business Adminlsl ration from lhe University of Ch1cago 

From 1974 to 1984, 1 was employed by Mobil Oil COrporation where I served as a Se1110r Slatl 

Coord.nator and Supervisor in the Corporate Supply & Distribution Department. and the Worldwide Rehnrng 

and Marketrng Orvrsion·s Strategic Supply Planning and ControUer's Departments In positions olrncreasmg 

responsrbllrty. 

In January of 1985, I jorned FPL as a Senior Fuel Engineer and was responsible lor lhe fue l pnce 

lorecasMg and fuel-related plannrng projects. 

In January ol 1988, I was given lhe added responsibility for being Taam Leader lor FPL's Forecast 

Rav1ew Board Task Team. 

In September ol 1988. I was named Principal Engineer. 

In June of 1989, I was g•ven lhe added responsibility for the Regulalory Services Gro:.;p rn the Fuel 

Rnsources Depanment. 

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

In October or 1993. I was named Forecasting Specialist. 

I have reviewed the allldavlt ol Or. Pamela J. Cameron, dated M arch 4, t987. The conditions Cl tOct 

11" Or Cameron's allldavll, that led 10 har conclusion tl)at the m11rtcet In which FPL buys luut oil IS 

oligopohStiC, are still I rue today. The reasons lor this are as to lows: 

A. Table 1 attached hereto rs an updated version of Or. Cameron's Table 1 show•ng lho ro~11 vo 

s1ze of residual fuel oil purchases for the major oonsumlng utilities In the Southeast and lhe 



Ungar Aflldav11 
Page 2 

Northeast. Of the 4 u!lh!les who had residual fuel oil purchases of more than 6 milliOn barrelS 

in 1993. FPL is clearly the single 'argesl buyer, especiaCy In the Southeast. 

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

and Table 3 (Spot Market Suppliers). 11 identifies those firms currently capable of suppty1ng 

residual fuel 01lto the Southeastern ut1lity mar1cet on a contrect or spot basis. C11cumstances 

today do not require a dtflerentJatiOn of suppliers between the contract and spot (one delivery 

contract) mar1cets. Since some of these suppiers cannot always meet FPL's sullur 

spec1tacations. the Ust of potential contract supplers to FPL Is somewhat shorter. In t986. there 

were 23 potential fuel oil suppliers to FPL; In 1994, there are currently 29 potential fuel 011 

suppliers. In its current request for bids to supply a portion of FPL's fuel oil requirements unaar 

contract lor the 1993 through t995 period, FPL received 5 proposals. Under circun.stances 

where only 25 to 30 t.rms Cl>mpete lor sales In a market dominated by a few large purchasers 

each hrm (suppUer) w11l be concerned wllh the actions or potential reactions of 11s rivals 

The mformation shown in columns P and Q of the 423·1(a) report lnctudes tntormat1on on the 

tormmollng and transponauon markets and the fuel oil volume and quably lnsi)Gctlon mar1cer In 1987. FPL 

v.as only able to hnd eight quahf1ed parties with an Interest In bidding termlnaUng and transponauon 

sorv1ces 01 these. tour responded with transportation proposals and six with terminaUng proposals. Due 

to tho small demand in Florida tor both olthese se•vlces, mar1cet entry Is difllcuh. Consequently. d1sctosure 

of th1s contract data Is reasonably likely to result In Increased prices lor terminaNng and transportation 

S!lrVICeS 

Petroleum inspection servrces also have the m811<et characteristics ot an oligopoly Due to the 

hrn1ted number of fuel terminal operations, there are correspondingly lew requirements lor fue l 1nspe~.t,on 

~~~~~wu•, In I PI ·s last bidding process tor potrotoum Inspection aorvlcealn 1901, only flvo quohlloc:l h1ttC1111 <. 

wore found tor FPL's bid solicitations. Consequently, disclosure of the contractual Information (r.e., pnces. 

terms and conditions) ot these services would have tho same negative elfect on FPL's abihty to contract 

lor such servrces as would the disclosure of FPL's prices lor residual (No. 6) fuel 011 de~neatad rn Dr 

Cameron's alfrdavrt. That rs. pursuant to economic theory. disclosure ol pricing InformatiOn by a buyer on 
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an ohgopotost1c market is likely to result In a Withdrawal of price concessions to that buyer. thereby impau1:1g 

the buyer's abihty to negotiate contracts In the future. 

The adverse ettect ot making Information of this nature available to suppliers Is evidenced by the 

011 Industry's reaction to publication ot FERC torm 423. That form discloses a delivered -price ot fuel 011 

Because ot the 1mponance of this intormat1on to fuel supplers, several services arose which comp;lecl and 

sold th1s 1nlormat1on to suppkers that are only too willing to pay. We expect thai a similar · collage 

1nd stry· would develop 1fthe FPSC 423·1 (a) or 423· 1(b) data were made public. Therefore. the pubtocahon 

ot th1s 1nlormation will be made readily available to the fuel suppliers. and this will ultimately act as a 

detroment to FPL's ratepayers. 

The Information which FPL seeks to protect from disclosure Is contractual data that 1s treated by 

FPL as proproetary confidential business Information. Access within the company to this 1nlo1mahon 1s 

restrocted. Th1s lnlormahon has not. to the best of my knowledge. been disclosed elsewhere. Furthermore. 

pursuant to FPL's luel contracts. FPL1s obligated to use a a reasonable efforts to maintain the conhdent1allty 

of the 1nlcrmation identified as confidential In Attachments A and C of FPL's Request tor Spec1heo 

Confidential Classification. 

Ttle procong 1nlormauon appearing on FPL's Form 423·1(8) or 423· 1(b) tor which conhdonhal 

classlhcauon Is sought should remain conlldentlal tor the time period the contract Is in affect, plus s1x 

months. 01sclosure of pricing Information during the contract period or prior to tho negotiation of a now 

contract 1s reasonably likely to Impair FPL's ability to negoUate future con1racts as descnbed above 

FPL typ.cally negohates new residual (No. 6) fuel oil conlfacts and fuel related servoces contraC1s 

proor to the eno ol ox1S11ng con tracts However, on occasion some contract negotiatoons are not hnabzoo 

unul after the end of the contract period ot existing contracts. In those Instances. the new contracts are 

typ. ca11y nogot1ated within the next six months. Consequently,ltls necessary to maintain the conhd'lnuatoty 

ol the Information identified as confidential on FPL's Form 423·1(8) or 423· 1 (b) tor six months afler tho end 

ot the ondlvlduat contract period tho Information relates to. 

W1th respeC1 to residual (No. 0) fuel oil price information on the Form 423·1 {a) or 423· t (b) tor ool 

that w.Js not purchased !Jursuant to an already existing contract. and the terms of the agreement under 
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wh1ch such tuet otlls purchased are tulflllod upon delivery, FPL requests the price information Identified as 

confodenllal '" Attachmenrs A and C of FPL's Request for Sp4eilled Confidential ClaSSihcatton bo kept 

conliden11al lor a period of six months alter the delivery. Six months is the m'"'limum amount ol lime 

necessary tor contodenhaf1ty of these types of purChases to aRow FPL to utilize Its market presence 1n 

gainmg pnce concoss1ons during seasonal fluctuations In the demand for residual (No. 6) fuel 011 

D1sctosure ol this mforrnation any sooner than six months after completion of the transaction Is reasonably 

likely to 1mparr FPL's ab1hty to negotiate such purChases. 

In summary, it ts my opinion that the conditions died by Or. Cameron In her afh<Javtt ar11 :11111 valtd 

and that tho markets 1n which FPL !buys fuel oil, and fuel oU related services, are olagopobsllc 

In addition. this affidavit Is In suppor1 ol FPL's Request for Con fidential Classification of No. 2 fuel 

oil prtce information found on FPL's Form 423· 1 (a). The No. 2 fuel oil Information idonttflod on Attachments. 

A and C 10 FPL's Request for Confldenttal Ctasslfie<~tion is proprietary confidential bus1ness 1nlo1ma11on as 

that term as defined In §366.093. F . .:>. As such, disclosure of this contractual data would 1mpa1r FPL's ab1hty 

to contrac t tor No. 2 fuel oil on favorable terms In tho future. 

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

FPL has agreed to not pubNcly disclose any suppWer's bid. This non-d isclosure agreement protects both 

FPL"s ratepayers. and the bidding suppbers. As to FPL's ratepayers, the non·publlc blddtng procedure 

provides FPL with a greater variahOJ1 rn the range of bids that would otherwise not be available 1f the b<ds. 

or the wmning b1d by Itself. were publicly disclosed. With publlo disclosure of the No. 2 fuel oil prices tounct 

on FPL's Form 423· t (a). the bids would narrow to a closer range around the fast winning bid e1tm1natmg 

tile posslb<hty that one suppber mag hi. basad on h1~ economic situation. come lr: substanhaUy lower than 

the other supphers. Nondisclosure likewise protects the supp&ers from divulging any econom1c advantage 

that suppl1er may have that the others have not discovered. 

The No. 2 fuel 011 pncing Information appearing on FPL's Form <423·1(a), for which conl1dent1al 

ctaSSihcauon 1S sought. should remain conftdentlat lor the time period the contract is In affect. plus sue 

months OISCIOSUIO ot pr1c1ng •ntormatron du•mg the contraCI period or prior to the negotiation of a new 

contract 1s reasonably likely to Impair FPL's ablllfy to negotiate futuro con.racts u dtSetlbad above 
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FPL typically negotiates Its No. 2 fuel oil contracts PfiOr to the end of such contracts. However. on 

occaston some contracts are not negotiated untt after the end of the current contract perood In those 

Instances the contracts are typicatly renegotiated within she months. Consequently, It \s necessary to 

maontaln the contidentlafity of the information Identified as confidential on FPL's Form 423·1 (a) tor sox 

months alter the end of the indtvodual contract period the Information relates to Dosclosuro of thos 

onformatoon any sooner than six months alter completion of the transaction Is re11sonably hkoly to ompaor 

FPl s aboloty to negouato such contracts. 

Further afltant sayelh naughl. 

Slate ot Ftoroda 

County ot Dade 

) 
)SS 
) 

The forego ing Instrument was acknowledged telore me this _!!day of August, t 995 In Dado 
County. Florida by Eugene Ungar. who Is personally known to me and who dld take an oath. 

Name of Notary 

Serial Number 

Notary, __________ _ 

Pubic Tille 



TABLE I 

NORTHEASTERN AND SOUTHEASTERN 
UTIUTIES PURCHASING APPROXIMATELY 

6 MIWON BARRELS PLUS PETROLEUM IN 163 

!.llHitviM!liJib 

Flonda Power & Ltght 
Compa, y 

Canal Electnc Company 

Florida Power Corporation 

Long Island L•ghting 
Company 

Average 
Sulfur 

Stefl UJIDIII ~ 
(000) (Percent) 

Florida 37.902 1 57 

Massachusetts 7.688 1.54 

Florida 10,786 1 65 

New York 9.747 0.90 

U.S. Department of Energy. Energy lnlorma11on 
Administration. Electdc Powgr Month!v Aor!l i 994.Table 
65. 



TABLE 2 

POTENTIAL SOUTHEAST RESID SUPPUERS 

Acltve Comoany 

Amerada Hess Corp . 
BP Norlh Amenca 
Chevron International 011 Co. 
Clarendon Marketing. Inc. 
Clark 0 11 Tradtng Company 
Coastal Fuels Mark91!ng. Inc. 
En1e1 Inc. 
Global Pelroleum Company 
lnternor Trade. Inc. (Brazil) 
John W. Stone Oil Dist. 
Koch Fuels 
Kerr McGee 
Las Energy Corp. 
Lyondell Pelrochem1cal Co. 
MMallegellschalt Corp. 
Northeast Petroleum 
Petrobras 
Petrolea 
Phtbro Energy Inc. 
Rio Energy International 
Stewart Petroleum Corp. 
St.nnes tnterotl. Inc. 
Sun 0 11 Tradtng Company 
Tauber Otl Company 
Texaco 
Tosco OH Company 
Transworld Oil USA 
Trlntoc 
vuol 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 

Ptevlous 
Suppner or FPL 
~JracVSoo! 

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

S0t608: Data provided by Flcftdl Power & Ughl Con1Jany (July 31 , 1995) 

Note: 1) This table serves as the 1st tor both comac:t and spot ~rs (Tab6e 2 & Table 3) 



CBRTI~ICAT8 0~ 8BRVIC. 

I UR.IBY CBRTI~Y that a true and correct copy of Florida Power 
& Light company 1 s "Request for Confidential Claasi!ication of 
Certain Information Reported on the commission's Form 423-l(a)" tor 
June 1995 was forwarded to the Florida Public Service Colllllission 
via Airborne Express, and copies of the Request for Confi dential 
Classification without Attachment A vere aailed to the individuals 
listed below, all on this 11th day of Auqust, 1995. 

Barbtra A. Salzer 
Florida Public service Commission 
101 East Gaines Street 
Fletcher Building 
Tallahassee, FL 32399 

John w. McWhirter, Jr., Esquire 
J oseph A. McGlothlin, Esquire 
McWhirter, Reeves McGlothlin , 

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

G. Edison Holland, Esquire 
Beggs ' Lane 
P. 0. Box 12950 
Pensacola, FL 32576 

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

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

Mr. Prentice P. Pruitt 
Florida Public Service 
caa.iaaion 
101 Ba•t Gaines Street 
Pletcher Building 
Tallahassee, Fl. 32399 

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

tee L. Willa, Esquire 
J ... a D. Beasley, Esquire 
Ausley, McMullen, McGehoe 
carothers ' Proctor 

P. o. Box 391 
Tallahassee, FL 32302 

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

Ja.ee A. McGee, Esquire 
P. o. Box 14042 
St. Petersburg, PL 33733 



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

Occ i dental Chemical Corporation 
Energy Group 
P. o. Box 809050 
Oallas,TX 7 5380- 9050 

Cottlt1 . Jun 

Joaephi ne Howard Staff or d 
Aaaietant City Attorney 
315 Eaat Kennedy Blvd. 
Tampa, FL 3 3615 

boJ~ 
David L. Smith 
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