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Florid• Pow11 & Uglll Comp1ny, P. 0 Box OZIIOO. M11m1, llll107 !100 

AIRBORNE EXPRB88 

October 16, 1995 

Ms. Blanca s. Bayo, Director 
Division of Records and Reporting 
Florida Public Service Commission 
Betty Easley Conference Center 
2>40 Shumard Oak Boulevard 
Tlllahassee, FL 32399-0850 

Rei Docket Mo. 950001-BI 

Dear Ms. Bayo: 

Enc l osed for filing with the Commission in Docket No. 950001-EI are 
the original and fifteen copies ot FPL's Request tor Confidential 
Classification of Certain Intoraat ion Reported on the Commission ' R 
Form 423 - 1 (a) for the month ot Auquat 1995. The original is 
accompanied by Attachments A, B, c, D and B. Please note that 
Attac hment A is an un~dited Form 423-l(a) and therefore needs to be 
treated as confidential . The titteen copies are accompanied by 
Attachments B, c, D and E. 

If you have a ny questions regarding this transmittal or the 
information filed herewith, you may contact me at (305) 552-3924. 
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Enclosures 
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An fPL Group company 

w:~ 
David L. Smith 
Senior Attorney 
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BI.ORI TO 

FLORIDA PUBLIC SBRVIC. COMMX88IO. 

In re: Fuel and Purchased Power 
Cost Recovery Clause and Generating 
Performanc e I ncentive Fac tor 

) 
) 
) 

Docket No. 950001-EI 

________________________________ ) 

REQOK8'l' .OR CODIDDI'!'%A.L 
CLA88IJ'ICA'l'IO. OJ' carl&llf IDOaD'l'IO. 

RBPOR'l'BD o• TIDI COMMI88I0. 1 8 .OIUI US-1 (e) 

Pursuant to §366 .093, F.S. (1993) and Rule 25-22.006, Florida 

Administrative Code, Florida Power ' Light Coapany ("FPL") hereby 

files with the Florida Public Service CO-b•ion ("Co-ission" ) 

t.hls " Request for Conf idential Classification• ("Request" ) of 

certain i nformation reported on FPL's Auquet 1995 423-l(a) Fuel 

Report as del i neated be!. ow. In support of this Request, FPL 

states : 

1. FPL seeks classifica t i on of the inforaation specified as. 

propri etary confidential business inforaation pur•uant to §366. 093, 

F . S . (1993), wh ich provides i n pertinent part, as f ollows : 

(1) * * * Upon request of the public utilit y or 
other person , any records received by the co-ission 
which are shown and found by the co-ission to be 
proprietary confidential business inforaation •hal l be 
kept confidential and shall be e xeapt froa •· 119 .07(1). 

* • • 
(3) • * • Proprietary confidential bu•iness information 

i nc ludes, but is not limited to: 

OOCU~E ~' ~ · ~~r· OAT[ 

I 0 2 4 8 OCT 17 ~ 
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(<1) Int'ormation concerning bicSs or other contractual 

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

2. In applying the statutory standards d$l1neated above in 

paragraph 1, the Commission is not required to veigh the merits of 

public disclosure relative to the i nte rests of utilit y customers. 

The issue presented to the CoJIIlllission, by this PPL Request, is 

whether the information sought to be protected fits within the 

statut ory definitions of proprietary confidential business 

informa :ion, as set forth in §366. 093, P.S. (1993). It the 

information is found by the CoJIIlllisaion to tit within the statutory 

defin i t ions , then it should be c l assified u confidential, be 

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

from §119. 07(1), F.S. (1993) . 

3. To establis h that material is proprietary confidential 

business i nf ormation under §366 . 093(3)(d ) , F.S. (1993) , a utility 

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

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

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

commission has previously recognized that this latter requireaent 

does not necessitate the s howing of actual !Jipairaent or the aore 

demanding standard of actual adverse results t instead, it aust 

simply be s hown t hat disclosure is "reasonably likely" to !Jipair a 

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

4 . Attached to this Requeat and incorporated herein by 

reference are t he following doeuaenta: 

Attachment A A copy o f ~PL'a Auquat 1995 Form 423-l (a) with the 
i ntoraation tor which FPL aeeks confidential 
claaaitication hiqhlighted. Thia docUJDent is to be 
treated aa confidential. 

Attachment B An edi~ed copy of FPL' a Auquat 1995 Form 42 3- l(a) 
with the infoi'Jiation tor which FPL seeks 
confide ntial cla•aitication edited out. This 
docwaent aay be -de public. 

Attachment c A line-by- line juatitication aatrix identifying 
each item on FPL'• Fora 423-l(a) for which 
confidential claaaifioation ia aought, along with a 
written explanation deaon•trating that the 
i nformation ia (1) contractual data, a nd (2) the 
diacloaure of which would iapair the efforts of FPL 
to contract for qooda or aervices on favorcsble 
terms. 

Attachment D An affidavit o f Dr . Paaela Caae r on. Dr . Cameron ' s 
afr idavit waa previoualy filed with FPL's original 
" Requept for confidential Claaaification of certain 
Information Reported on the co .. iaaion• s Form 423-
1(a)" on March 5, 1987, in a predecesso r of this 
d ocket . It ia refiled with thia Request for the 
conve nie nce of the co .. iaaion . Attachmer.t E 
updatep Dr. Caaeron•a affidavit . 

Attachment E An affidav it of Eugene Ungar. 

5. Paragraph 3 above identifies the two prongs of 

§366.093(3) (d ), F.S . (1993 ) , whic h FPL auat eatablish to prevail in 

this Request !or confidential c~aaaifioation of the information 

identified by Attac.haenta A and c. Thoae two prongs are 

c o nclusive ly establis~ed by the racta preaente d in the a ! fidavitJ 

appended hereto as Attachaenta D and E. Firat , the identified 
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information is contractual data. Second, disclosure of the 

info rmation is reasonably likely to iapair FPL's ability to 

contract for goods and services, as discussed in Attachments c, D 

and E. 

6. FPL seek.a confidential claaaification of the per-barrel 

invoice pric.es of No. 2 and No. 6 fuel oil, a nd related 

information, the per-barrel terainalinq and transportation charges, 

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

Form 423-l(a) Fuel Report as aore specifically identified by 

Attachments A and c . 

7. The confidential nature of tbe No. 6 fuel oil i nfc rmation 

which FPL seeks to protect is easily c!eaonatrated once one 

understands the na~ure of the market in which FPL as a buyer must 

o perate. The market in No . 6 fuel oil in the Southeastern United 

States is an oligopolistic market. see Cameron and Ungar 

affidavits, Attachments D and B. In order to achieve the best 

contractual prices anc! teras in an oliqopoliatic market, a buyer 

must not disclose price concessions provided by any given supplier . 

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

FPL is a buyer who is reasonably likely to obtain prictta and t erms 

not available to other buyers. Therefore, disclosure of such 

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

reasonably likely to increase the price at which FPL can contrac t 

f or No. 6 fuel oil in the future. Again see Cameron and Ungar 

4 
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affidavits, Attachments D and E. 

8. The economic pri nciple• diacuaaed in paragraph 7 abovo and 

Or . cameron 's affidavit (Attachaent D) are equally applicable to 

FPL ' s contractual date. relatinq to t.erainalinq and transportation 

charges, and petroleUD inapection service• as desc ribed in Eugene 

Ungar's affidavit, Attachment E. 

9. FPL requests that the co .. iaaion aake two findings with 

respect to the No. 6 fuel oil inforEation identified as 

confidentia l in Attachment• c and 0: 

(a) That the No. 6 fuel oil data identified are cont.ractual 
data: and 

(b) That FPL's ability to proou.re No. 6 fuel oil, terminaling 
and transportation aervicea, and petroleum i nspection 
services is reasonably likely t10 ba impaired by the 
disclosure of the inforaation identified because: 

(i) The ~arkets in which PPL, as a buyer, must procure 
No. 6 fuel oil, terainalinq and transportation 
services, and fuel inspection services are 
oligopolistic; and 

(ii) Pursuant to economic theory, a subs tantial buyer i n 
an ol iqopoliatio aarket can obtain price 
concessions not available to other buyers , but t he 
disclosure of auch conceaaiona would e nd them, 
result~ng in higher prices to that purchaser . 

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

i nformation, identified in Attachaents A and c as confidential, is 

inherent in the bidding procena used to procure No. 2 fuel oil. 

Without confidential classification of the p·ricea PPL pays tor No . 

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

5 
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t he bids offering No. 2 fuel oil. The range of bids is expected to 

converge on the last reported public price, thereby reducing t~e 

probability that one supplier wil l substantially underbid the other 

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

Ungar affidavit, Attachment E. Consequently, disclosure is 

r easonably likely to impair FPL'• ability to negotiate future No. 

2 fuel oil contracts. 

11. FPL request, that the Comaission aake two findings with 

r aspect to the No. 2 fuel oil inforaation identified as 

confidential in Attachments A and c: 

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

(b) That FPL' s ability to procure No . 2 fuel o il is 
reasonably likely to be impaired by the disclosure 
of the information identified because the bidding 
process through which PPL obtains No . 2 fuel oil is 
not reasonably expected to provide the lowest bids 
possible if disclosure of the last winning bid is, 
in effect, made public through disclosure of FPL's 
Form 4p-l (a) • 

12 . Additionally, FPL believes the importance ot these dat11 

to suppliers in the fuel market is d .. onstrated by the blossoming 

o f publications which provide utility-reported fuel data from PERC 

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

herein may create a cottage i ndustry of desktop publishers ready to 

serve the markets herein identified. 

13. FPL reques~s that the inforaation for which FPL seeks 
' 

confidentia l classification not be declassified until the dates 

6 



specified in Attachment c . The tiae periods r equested are 

necessary to allow FPL to utilize ita market presence i n 

negotiating future contracts. Disclosure prior to the identified 

date of declassification would iapair PPL'• abil i ty to negotiate 

future contracts . 

14 . The material identified as confidential information in 

Attachments A and c is intended to be and is t reated by FPL as 

private, and has not, to the beat of PPL'• knowledge and belief , 

otherwise been publicly disclosed. 

WHEREFORE, FPL respectfully requests that the Commission 

classify as confidential infor.ation the inforaation identi! ied in 

Attachments A and c and which appears on PPL'a unedited Form 423-

1 (a) • 

Dated october 16 , 1995 

7 

Respectfully submitted, 

senior Attorney 
Florida Power ' 
9250 w. Flagler 
Miui, Florida 
(305) 552-3924 
Florida Bar No. 

Light Company 
Street, 16514 
33174 

047 3499 
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Justification for Confidentiality for August, 1995 Report: 

ATTACHMENT C 

Docket No. 950001 -EI 
October, 1995 

FORM U NElSl COLUMN RATIONALE 

423·1 (a) 4 - 18 H (1) 

423-1 (a) 4 - 16 (2) 

423-1 (a) 4 - 18 J (2). (3) 

423-1 (a) 4- 18 K (2) 

423-1 (a) 4 - 18 L (2) 

423-1 (a) 4- 18 M (2). (4) 

423-1 (a) 4 - 18 N (2). (5) 

423-1 (a) 4 - 18 p (6), (7) 

423-1 (a) 4- 18 Q (6), (7) 

423-1 (a) 1 - 3 H, I, K, L, N, R (8) 

---------- ------------------------------------------,- --- Ratlonell for c:onftdlntiallty: 

( 1) This information is contractual information which, If made public, "would impair the 
efforts of {FPL} to contract for goods or services on favorable terms.· Section 
366.093 (3) (d), F.S. The information delineates the price FPL has paid for No. 
6 fuel oil per barrel for specific shipments from specific suppliers. This information 
would allow suppliers to compare an fndlvidual 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. 

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 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, like FPL, to use Its market presence 

to gain price concessions from any one supplier. The end result is reasonably 

likely to be Increased No. 6 fuel oil prices and therefore Increased electric rates. 

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

Classification which discusses the pricing tendencies of an oligo polis lie market and 

the factual cJrcumstances which Identify the No. 6 fuel oil market as an oligopolistic 

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

price concessions in an 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 ollgopolistic nature 

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

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

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

6 fuel oil contracts. 

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

column H. That Is, the publication of these columns together. or independently. 

could allow a supplier to derive the lnvo!ce price of oil. 

(3) Some FPL fuel contracts provide for an early payment Incentive In thtt form of a 

discount reduction in the Invoice price. The existence and amount of such 

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

concessions. 

(4) For fuel that does not meet contract requirements, FPL may reJect the 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 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 lew limes that there are quality or discount adjustments. That is, column 

N will equal column H most of the lime. Consequently, It 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 a 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 R. 

2 



(7) Terminallng and transportation services In Aorlda tend to have the same. if nol 
more severe, oligopollstlc 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. 01 these, four respondad with transportation proposals and six with 
termlnallng propoe:als. 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 termlnaling and transportation 
services. 

Petroleum inspection services also have the m81Xet characteristics of an oligopoly. 
Due to the limited number of fuel terminal operations. there are correspondingly 
few requ!rements for fuel Inspection services. In FPL's last bidding proc~ss for 
petroleum Inspection services, only six qualified bidders were found for FPL's bid 
solicitations. Consequently, disclosure of thlo contract data Is reasonably likely to 
result in increased prices for petroleum Inspection services. 

(8) This information is contractual information which. If made public, ·would •mpair 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. 
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 ellmlmating 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 hav~ nol 
discovered. 

3 
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······-·--·-···--·-----·-----------·-
Date of Declassfflcation: 

FORM UNECSl COLUMN ~ 

423·1 (a) 4 - 6 H-N 06130/96 

423-1 (a) 7-9 H -N 05/31/96 

423-1 (a) 10 H -N 03/15196 

423-1 (a) 11 - 18 H-N 02128196 

423-1 (a) 4 - 18 p 03131/9S 

423-1 (a) 4 - 18 a 06/30196 

423-1 (a) 1 • 3 H, I, K, L, N, R 12/31/95 

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 ffi reasonably likely to impair FPL's ability to negotiate future contracts as 
describad above. 

FPL typically renegotiates its No. 6 fuel oil contracts and fuel related services contracts 
prior to the end of such contracts. However, on occasion some contracts are not 
renegotiated, until after the end of the current contract period. In those Instances. the 
contracts are typically renegotiated within six months. Consequently, It Is necessary to 
maintain the confidentiality of the Information identified as confidentlal 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 lnformatlon 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 for a period of six months after 
the delivery. Six months Is the minimum amount of time necessary for confidentiality of 
these types of purchases to allow FPL to utlllze Its market presence in gaining price 

4 



concessions during seasonal fluctuations In the demand for No. 6 fuel oil. Disclosure of 
this information any sooner than six montns after completion of the transaction is 

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

FPL typically negotiates its No. 2 fuel oil contracts prior to the end of such contracts. 
However, on occasion some contracts are not negotiated, until after the end of the current 
contract period. In those instances the contracts are typically renegotiated within six 
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. 

5 
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DISTRICT OF COLUMBIA ) 11 

) 
Docket No. 1'7000 1-£1 

Before me, the undenianed authority, Pamela 1. Cameron appeared, who 

beina duly sworn by me, said and testirltd: 

I. INTRODUCTION 

My name is Pamela J. Cameroe; my b~:~ioeaa addrw is 1100 M Street, 

N.W., Suitt 600 South, Wuhioatoa, D.C. 20036. I am employed by tl:e National 

Economic Research Associates, lac. (NERA) u a Sealor Analytt. I received my B.S. 

in Business Administration from Tuu Ttch Ualvenlry in 1973, my M.A. in 

Economics from the University or Oklahoma ill 1976 &lid my Ph.D. in Economics 

from the University or Okl.aho!N Ia 19U. My major f1tlds of uudy have been 

Industrial Oraaniz.at ion, Public Fio.aace and Ecoaometrica. 

Since 1912, I have bMo employed by ecoaomic aod reaulatory conJull lna 

firau provid ina services nlailila to utility rqlllatioe. I have d lrtcted numerous 

proje('ts includlna market ao.alyall, au acqullltio11 &Dd contract neaotiat ioo, and 

:a lternative rueb evaluatioll. 

I have beeo uked by Florida Power and Llpt Compaoy (FPL) to evaluate 

the m:arket in which FPL buya fuel oil lad to detanllioe what Impact, if any, public 

disc losure of certain fuel trall.llc:tlon data II likely to have 011 FPL and its 

ratepiyers . Specifically, the data I will addrat II the detailed price informat ion 

reported on Florida Public: Service Commission Form 4231. 
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n. impact O( pubUc dbclosurt o( price ialorcutioD depeadJ Oo the 

structure or the marketa iavolvtd. Ia the tollowlna MCdocu I dlscu.sa the economic 

framework for evaluatioa the structure o( curkett, the role of di~elosure ia 

oliaopolistic markets &Ad review the clrcwuWICIS o( FPL's (uel oil purchi.Se1 usina 

thu framework. The riaal sec:lloo summariua my c:ooc:luslou. 

II. THE ECONOMIC THEORY OF MARlm 

Economic: theory prtdktt that the behavior ol iactividual firms and the 

consequent market per(ormanc. wlll bel determiDed taraely by lhe uruc:cure or the 

relevant market. The UNc:ture or curkett ranp (rom hlahly competitive 10 virtual 

monopoly dependina upoo such factora u the number aJid siu or rirrDJ in the 

market, the heteroaeneity o( productl and distributloe c:haanels, the eue with 

which firms cao enter &Ad leave the market, u4 the deare• to which f irms 1nd 

consumen possess informatioa about the pricft ud products. 

Usina these four buic criteria or c:baracc.ristic:s, economists distinauish 

competitive, ollaopoliJtic: 111d IDODQPOIIstk: curutt. For eumpte, a competitive 

market is characterized by the followlaa: (I) firma prod11ee a homoaeotol.d product; 

(2) there are maoy buyen ud 1411len ac that saJel 01 pwchua or each are small 

io relatjoo to the total madtec; (l) eatry i.ato or ui& from the market is not 

constraioed by ecooomic: 01 lepl burien; ud (4) nr. aid CO!llumen have aood 
informatioo reprdloa alterutlve pfOduc:tt aJid the prkle at whicb they are 

available. Uoder these c:in:vmstaoc:a lodividual .. bu~rs ud sellers have only an 

imperceptible influeoc:e oo the market price or the actloot o( others in the market. 

Each buyer and seller acts illdepeodeotly alnce thoel actlocu will not affect the 

market outcome. 

Ao oliaopoliuic iodl.dtty is ooe lo which the number or sellers is small 

enouah for the activities ot selkn to alteet ncla other. Ctwtaes Ia the output or 
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the p rice or ooe firm will arrect 1M amowaca w~ otbu sellen cao seU and the 

prices that they cao charae. Oliaopolistic IDdldtriel may sell either d iUerentiated 

or homoaeoeous products aod are usually chancurizlld by hiah barriers to eorry. 

Because or the i nterdependence o( suppliers, eM UUDt CO which they are informed 

with res~t to the actioDJ or othu p&ltia lo eM awut wllil errect their behavior 

and the performance o( the markeL 

A monopolistic market is on• In whkh a aln&lt seller controls both rhe 

price aod output of a product for which tMN are DO cioN aubstitutet. There are 

also sianificaot barrien to prevent olhan rrora eaurloa the market. In this 

instance, the wller knows the deuila ot taelt tnouctioo and there is no clear 

advantaae to the buyer io keepioa tlwse detaila coondeotial. 

It iJ clear even Crom this brief dlac'ullioa U..t a determination of the 

likely effect or the d isclosure or the terma and cooditloDJ or tnnsactlona depenJ s 

on the type of market involved. In dtterminlna the ttructure of FPL's fuel oil 

market, I have reviewed the seUen a!ld bu~n operati111 io these markea, the 

homoaeneity or !the product. the Cac:ton aoveroloa eot:ry or uit from the markeu 

and the role o ( i oformattoo. Tlle review iodlcac. tllat the Cuel oiJ markll in which 

util iti« io the Southeut purchue auppliel Ia ollaopolll1k. That il, the actiooa or 

one firm wi.ll affect the prk lq aad output decWoM ot other Mllen . The 

interdepeodeDQI amoaa Cutl oU IUppljen Ia compoucSid by 1M presence in the 

market or a Cew very lata• purchiNn, sucll u FPL. n.e Collowlna sectio tu 

describe the detaila O( 1D elabontloo o( lM COI\Mqutoctl O( transaction disclosure 

in this type of market, my market ew luatioo and my cooclualou. 
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III. EFFICT OF DISCLOSURE IN OLICOPOLISnC MAUll'S 

A brief review of the role that **Y PlaYI In oliaopoly theory is 

helpful in undentandina the pricioa pollc:ia of ollaopolbta aDd tlle predicted impa.ct 

on fuel cosu. 

An oliaopolbtk awket lli\ICt\lre II chWK"rlm by compethion o r 

rivalry amona the few, but the number ot firw ia 1 muut doa not deteur.ine 

conclu.sively how the market functiou. Ia the C&N ot ollaopoly, a number o f 

outcomes are pouible dependina upon the dearee to wblcb the firms act either 1as 

rivals or as cooperators. Sellen have a commoe Jl'Oup Interest in kHpina prices 

hiah. but have a conflict or interest witb respect to matktt share. 

The manaaemeot of oliaopolbtlc: r1.11a recoaoiza that, aivea their mutual 

interdependence, profiu will be hiahtr wheo cooperative pollcia are punurd than 

when each firm acu only· in lu own nurow aelr-lnttrat. If firmt are offered the 

opportunity to collude, oliaopolistic markets will ttDd to ellhlbit a tendency toward 

the muimiz.ation of collt.:tive profita (the priciDI behavior auociated with 

monopoly). However, coordination of prlciaa pollcla co ID&ll&iza joi.at profiu is 

not e.uy, especially where cost ud ma.tUt share ditrereoca lad to confiict ina 

price and output preferenc11 IIDODI f'lnu. Coordludoo is cooaiderably less 

dirricult wbea oliaopolbta CIA commualc:ate opealy 1%14 fre~ly. But the antitrust 

laws, which are coDCtrlled with iAIIIbltiaa eooopoly prlclq. make overt cooperarion 

unlawful. There are, however, subtle ways of coordl·udna prlclaa dKisiotU which 

are both leaaJ and poteotially effective if dlscipliM CIA be malAWDed. 

One meatU of coorditutloa bflhavlor without ruula1 llow of the law is 

price leadership. Price leadenhip CIJI aeaeraUy be viewed u 1 public sianal by 

firms of the chanaes in their quoted prices. If ncb rlrlll kaows that Ita price cuu 

will be quickly matched by iu rlvaiJ, lc will have mucb 1111 loc.otive to maJce them. 
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By the same Joaic. each! supplier k.oowt that iu rivtia call sust.alD a hi&htr price 

quote only i! other firms follow with matchina prices. 

Focal point pr~cina is aootlltr eumple ot oii&OCIOlist.ic pricina that allows 

coordin:u ioo without violatlna the utitrust lawt. Ktre, sellen tend to adhefa to 

accepted focal poinu or raraeu such u a pvblicly potlad prtc.. By settina iu 

price at some focal poimt, a rum tacitly encovraa• rlvala to follow suit withou t 

u nderc uttina . The posted price published for varioUJ ar1da ol fuel oil by rea ion 

would serve u a focal point for that area. Other typa ol focal poinu include 

man Jfacture a.uociatioru' published list prices or aovarnmut-set ctilina prices. By 

adherioa to these ae«pted taraetJ, coordinatloo it f~~ellitated and price warfare is 

discouraged. 

While oliaopollsu have iocentivee to cooperate ID maiotainina prices 

above the competitive level, there are also divilive forces. Thert are scnral 

conditions which limit the likelihood and effcctlvene:u or coordination, all or which 

are related to the ability ·Of a sinale firm to offer price concessions without fur o f 

retal iat ion. They include: (I) a sipiriCIAt aumblr or sellers; (2) hettroaencity of 

producu ; (3) hiab overh,ead coatJ coupled with advtne bUJioaa conditions; (~) 

lumpineu and infrequency in the purchase ol productl; alld (S) secrecy and reta lia

tion 1111. 

A. De N11•Hr 114 Slzt of Dr•a 

The structural d lmeruioa wltb t.l\1 moat obvilous ial1111oce oa coordination 

is the number ud size diJtribution or firmt ill the muket. 1'1\e arnter the number 

of sellers in a market, averyth ina else the same, the 1110r1 dilfkuJt it is to mJinta in 

a noncompetitive or above-cost price. AI the numbtll' or f'lrms lncreua and the· 

market share or each declines, firm~ are increuinaly apt to lanore the effect of 

their pricina and output dec is ions on the action• or other nnrt. In addi tion. u the 
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number Of firms increuet, the probability increuet that It laat ODe firm will have 

lower than averaae casu and tA euresaive pricinl policy. n.relore, an oliaopolist 

in an industry o r IS firms is more likely to offer MC:ret diJCOunta and leu likely to 

be discovered than an oliaopolist In an Industry ot only three flrms. 

B. Product Htttrounrltr 

If producu were truly bomoaeneous or perfect substitutes in the 

consumer's mind, price would be the only vulable with which firms could compete. 

This reduces the task Of coordinatinl, for nr1111 must CODJidet only the price 

dime ~<sion . When productJ Ill differentiated, the tlrmJ o( rivalry become 

multidimensional and CODJiderably more complu. 

C. O•crbtad Coati 

The ability or oliaopolistl to coordinate ia affected In a variety of ways 

by COSt ConditiOIU. Generally, the areater the dlfferenc:u in cost structu:es 

between f irms, the more trouble the rirmt will hue maintainina a common price 

policy. There i:s also evidence that industrlu characterized by blab overhead costs 

are particularly sUJCeptible to priciDI di.KipliM bmkcSowu when a dtcline in 

demand forces the industry to operate below c:ap~~City. The industry cllaract.eriud 

by hi&b fixed <OStl suf(en more when demand ia depressed becaUM of strona 

inducemeou toward price-cutt.iJII and a lower f1oot (m&r~iJI&l cost) to price 

decrea.sa. (Price-cuttioa will be checked at bipu prices wbee maralnal casu are 

hiah and fixed cosu are relatively low.) 

D. Lumplnm and lafrtournn gf Oflltn 

Profitable tacit collusion is more likely whee orden are small, frequent 

and reaular, sine• detect ion and retaliation are euler under thiM circumstances. 

Any decision to undercut a price on wbicb Industry memben )I&~ tacitly aareed 

requires a balancin1 Of probable aaiiUI lllinlt the likely COitl. Tht ttln from 
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c:uttina the price derives from the incrtued probability ot tecurlaa a profitable 

order and laraer share or the market.. The coet ariMI rroa tbe iocreucd 

probability Of rival reactiOl\J drivint dOWD the level Of fUtllrt prica lftd, therefore, 

futuro profits. The probable aaitU will obviously be laraer whell U.. order 11 stake 

is larae. Also, the amouot or ioformatioo a firm cooveys about its prk:ina straitlY 

to other rirrtU in the market increases with the oumber ot traUKtioDS or price 

Quotes. Clearly, the less fre quently orden are placed, tM Ina likely detection 

would be. 

E. Mereu and Rrtallallaa Lua 

The lonaer the adverse consequences or rival rttallatloD cu be delayed, 

the more attractive undercunioa tha accepted prlca ttructurt beco~~~e~. One muDS 

of forestall ina retaliation i.s to araot secret price cuts. lr price it above aurainaJ 

cost and if pr ice conteuions can reasonably be upec:ted to rtma.ill secret, oliaopo

lists have the incentive to enaaae in secret price shadlna. 

Fear of retaliation i.s DOl limited just tO rear Of matched price CUts by 

other sellen i.n the markeL A disclosure of secret pra CODCftSiou to ooe buyer 

may lead other buyen to damaod equal trutiDIDL The result would be u erosioo 

o( industry profits U tbe price declina to ICCOmatOCfaC. OtMI buyen Or I with

drawal or price concessioDS iA aaoeral. 

The number IDd size di.stributioo or buyan iA the market it a siaoificaot 

factor where fear or rttallatloD i.s ID importaDt market e&IIDIDL Where OH Or a 

few larae buyen represeot a lara• percent of the market. U.. arutiDa or secret 

price conceuiotU to those buyen by a seller Ia lixely to lmPDM sipuiCIDt c:ostJ 

(that is, result in sianifiCIJit loss or sales~ for the remalnlna sel&an. Sloce dis

closure of secret price concessions in this eua it more JIU!y to prompt lmmtdiate 

react ion than would koowledae or price concestloDS to smal&ar, iMianlrac:ant firms, 
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it follows that rather thu risk u unprofitable price battle firma may <:eue 

offer ina coaceuioDJ. 

It iJ not in the lODI · niD iaternt of the ftna CODiideriDI price 

concess ion.s to initiate price cuts which would lead to lower matktt prices aenerally 

or ru inOUJ price wan. lf kDowledp O( price CODCealou lad8 Other sellers to 

reduce price accordiaaly, the prica-cuttina firm wW ION the market shue 

advantaae it could have aaiDed lhrouah ~ret price shldlq. hwh&atry prorita will 

be tower due to the lower price leveb. Therefore, Jlvell that eoy prk:t conceuionJ 

will be disclosed, the most profitable strateiY is mor1 likely 10 be to refrain from 

offerint price conces.sioru. Eliminatina opporcunitl• ror MCrtt ecdoll (by diaclosina 

price. for eumple) would areatly reduct the incentive to ollaopolista to offer price 

concessions. 

IV. MARKET EVALUATION 

After reviewina the theoretical criteria used by economists to evaluate 

market structure with FPL perwnael knowledaeable Ia the area or fou il-ruel 

procurement, I requeued ud wu provided witb 1111atial matktt data aeceuary to 

analyze the market ic wbicb FPL purcbiiHS No. 6 fuel oU (r•ld). These data , 

toaether with other published ioformatioa, were UMd to detenDIM the structure of 

the market. 

A. Marlttl Strwctwn 

The product under c:onsidtntioa is mid ud Its primary purch&Mrs lrtl 

util ities. FPL is located ia the Soulheut ud, beca.aM ol Ia aeoanPhie&l loc:ation, 

purchases resid primarily f rom renneria ia the Oull Cout ara or the Carlbbun. 

Transporta tioo costs limit the market to theM ., .. , altllouala it may be possible to 

pick up distressed caraon from other locat loDJ oa the spot market. Other major 

purchuers of resid f rom the Oulr Cout end Carlbbeaa ere utilldet In the 
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Nonheut. Due to the aclditloul tramporutloD coeta. however, utililiH ia the 

Southeast would be unlilttly to purc:hue rnld (rom DOrtbeutero refiaeriH. The 

Norcheut does aot have adequate refio.ry capecity to meet t!le demand io that area 

and i.J, therefore, a oet importer or ruid from the Oulll' Cout and rore ian suppliers. 

Therefore , the Norcheut and Southtut art sepuate, but related, ID&Ikltl. 

FPL purchases rruid lD very larte quutltlel, uually lD barae or ship lou 

(100.000 to 200,000 barrell or more). ta 1916, FPL purchased 25.~60.637 barrels or 

low-sulfur resid, the majority or wbicll (61 percent) wu under medium-ter:n (one

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

are very (ew buyen or retid ill the IDatket who purcbue QUIJititiet approac:hin& the 

levels consumed by FPL. Table I shows the relative siD or purc:hues for the 

major c:onsumina utilitl" in the South"'t and the Nortbeut. or the 10 utilities 

who had purehua or more than 500,000 barrels per month for the July th r<~u an 

September 198.5 period, FPL is clearly the tlnale molt important b"yer in cnms or 

site. Only one or the other utilities is located lo tbe SoutbeuL 

The entry requiremeota ror sellert Ia t.bla 11111ket are substancjal. Sellers 

must be Qpable or meetitst au 0( tbe utJlJty'l lpecincatloct includina quantity l .ld 

quality (for eumple, mu.imua tullv, IIIII and water cooteot). Suppllen must either 

refioe or lither &ad bland caraoea rroa rtflMrlel to awketable specirkacloos. 

Tbe capital reqllirt ... tl ..oelated wltll buiklloa or buyina a refinery are 

certainly substaodal. Aootber viable optJoo ror e&try uno th.ll market would be u 

a reselltr, blender Ot lrtdtr. AU o( theM pvdclpcdoe Ieveli would require a 

rinaneial position io the oil to be eold. At tbll level, t.he entrant would aa ther 

caraoes from rerinen or other tradert and blend (il required) co marketable 

specifications. The prlroary rac:Wdn requiftmtot would be stonae canks to hold oil 

for resale or to blend CUJOIS. AlluiDIDI th• eatnot lnttndl to sell co utilitiu . 
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the mioirnum purctwe quaouty would be ~roxlluteJy 100,000 to 110,000 barreiJ. 

ThiJ would represent ooe barae lot. lc is poaible to 1eue taalcJ with aaitaton ror 

blendina. The most Ouible approech would be to leae a lSO.~ barrel tank. ThiJ 

would accommodate two barae ao.ds or ooe medium capechy veael. The cost for 

250,000 baneiJ of leased storaae would be approlimatel' SO.OI per burel per day or 

SO.lO per barrel per mooth. Total tuk COil (uaumiAa fuU udliution) would be 

3ppro~imarely S?.S,OOO par mooth. 

The prOJpecdve reseller would abo olld to have opeo lines or credit to 

rinance oil purchases uatil peymeot wu rec:tlvtd from llle cwtomer. As.sumina the 

entreat intended to move a miojmllm of 1,000,000 bemb par month, it would be 

necessary to finance approximately SIS,0001000 for lS to 40 dart. 

Althouah the curreot banltra to eatry lato this market u a renner or 

reseller are substandal, they would be evea hJper uc.pc that the depr•ssed 1111c 

or the oil industry hu created surplw reOnery capecity aDd increased the ~toraae 

tank capacity available f11r lease. The coat ol tllat facilities will increue u the 

oil iodwtry improves aad the cumat aurphaa availability dJIDUiisha. Thw. it is 

reuoaable to aoticipall that furute eatry coadltJoae will be mora, rather thaa lw. 

restrictive. 

A aew compuy could aleo eawr llle marut u a broker sellina small 

cuao lots to utiUties. Ia this CUI, tile brolttt would DOt ha~ to take a ( iaaacial 

position with the product &Dd would ICt • a mlddJemaa betweea refiners aod/or 

resellers and customers. The primary barrier to eatry at thb level would be the 

oeed to have enablished contacts wl~ reflMn. tndtra ud potential customers 

normally active io the market. However, thll may not be a ver-y viable approach if 

an enterina coml)ally expects to ma.U utility saJe&. for eumple, FPL 1\u Informed 
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me that they u. heshaot to dW wltJl a broku who don oot ac:tually hold title to 

the oil beina sold u this would be CODJiderld a hiah-risk sourc:e. 

Table 2 preseotJ a list o( C\lf'ttotly actlve rirau c::apable C( suvplyina 

resid to the southeastern utility matket Oil a cootnct bub. This liJ t represeou 

the firms preseatly capable or supplyifta the southeutern utnitY markcc. Some of 

these firau abo supply resid to the matUt ill the Northtut. Th.e list of potential 

c:ontract suppliers to FPL il somewhat shorter. For enmple, because of the low

sulfur requirement, Laaoven S.A. is cot a praeot supplier to FPL, but could supply 

other area utilities with leu rttttictlvt sulfur specii'ICitiocu. Laaoveo refines 

Venezuelan crude oil which hu a hiah-sulllll' content. O«hen~ such u Seraeaot Oil 

and Gu Company and Torco OU Compaay, sell primrily to U.S. Gulf Cout 

resellen, but could supply utilities that bYe their own transportation an~ buy io 

sufficiently larae quanthles. Ia ita lut r.qu .. t lor bida to twpply requiremenu ror 

19&7 and/or 1911, FPL received 12 propoeala. Under c:lrcumstanctt where only 12 ro 

20 firms c:ompete for sales io a IDitbt dominated by a rew larae purchasers, u r. h 

(irm will be concerned ·.with Ult KUoDI Of pottati&l rnctlou of ita riVIIJ. The 

loss of a wae salt, sucb u ao FPL contnct, would undoubttdly have a sianific:an, 

effect oo the market sha,. or that f1nL 

Some renDers or restllen., tJioup DOt ordinarily capeble or or willina to 

commit the resourc:a oeceuary to meet ucillty specif"acatlou ill order to compete in 

the cootrsct matlkec ror low-sullut mid, may be pottntlal spot market supplien. 

Table 3 lisu fin:DI io this eattaory. Tille number or firms ill. this eattaory is also 

small enouah that they must be awara of aDd coosidu the prices offered by the 

others in their decuionmaklna proc:eu. 

The primary charscteristlc wh lch distlnauisha ollaopolistlc markets is the 

interdependence of the sellers ia the market. C1UJiy, le vkw or the re latively 
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small number of sellen. tht reatrlctioDI oa eDtry aDd the sault number of lara• 
buyers, the bidJ and prius offered by ODt fuel oil supplier will have an effect oo 
the pricina policy and the quutiry solei by the remalaina sellers. A firm wishina to 
sell resid to FPL in thi.s market canDOt iaDOre the actions or pricioa decis ions of 
other f irau aod reasonably upect to profit iD tbt lona tenD. 

B. ECfrcl of D!acJqmt 

lo Section Ill, the role or dlseloeurt and tht ractora conducive to price
cuttioa in oliaopolistic industria wu dlseuatd. The anal)'lil indicates that thl'l 
factors which facilitate secret d~untlaa are abo present in the southeastern 
market for resid. As discussed, there art currently 12 to 20 firma capable of 
supplyina resid in this market Reselltn ot broken will have different cost 
structures than refioen. The oil lnduttry II typically clwifitd u a hi&h overhead 
cost industry. Contracts for retld art lata• aDd infrequent. The probable net &lins 
from discountina are areater where Orden art Wit IH infrequent. In the absence 
of public disclosure, price coDCtlliODJ could reasonably be upecttd to remain secret 
for at least ODt to two yean uDder 1 Joq•tenD contt8Ct. Alld fuWJy, the UPKted 
gains to uodercuttioa the Lnduttty pra t.o a tara• buyer aucb u FPL would be 
larae if secrecy could be wucntd. All of thtM market cbanc:teristla which are 
present io tbt southeutera raid marttt art coDdUC'i~ t.o tbt araotioa of price 
concessions. A limidoe factor, bowe"'r, aaay be dbclolure or IM lack or secrecy 
since price cooc:essioDI to a siquJa.r lata• buyer suc:b u FPL could mean a 
significant lou of aala for the rtmaloloa seUen. 

The analysis or the fuel marltte lA whlcb FPL competes Indicates that 
sellers have a urona incentive to araat pdc• cooctllloll.l, but are most likely to 
grant them ooly i( secrecy can be wurtd. 

nera-
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V. CONCLUSION 

Theory predicts thai to the tattat (lltl npplia and servicu • re 
purchased in oliaopolbdc markets, public dllcloeurt of detailed pricina inform11ioo 
will areatly limit opportuD.ltiu ror MCrtt prJc. cooceaic;u. This theory ia even 
uronaer wheo applied to a lara• buyer 1a rtJadoe 10 t.M ai111 ol lilt markec. My 
analyaia or the accual market lndlcata that FPL is a very lara• buyer pu~huina 

fuel oil in u ollaopoliJtlc market where lntttdtpeftdtace It a kty chartcteriatic. It 
follow• that the upected consequence of areaw dllcloeurt or the detaib or fwel 
transac:tioot ia fewer price cooc ... iou. Po>a cooeaaioos In fuel c:ontrac: u result 
in lower overall electricity cost to rattpa~rs. CoDMQ•atly, public disclosure is 
likely to be detr imental to FPL and ill rattpeyers. 

Swora belort 1D1 1114 'f~ day ol Muc .. , 1917 Ia the District of Columbia. 

NOTARY PUBLIC 

My commission upiru/kpf d~, /'j ~1 

ner:-B' 



NORTHEASTERN AND SOlTI'HIASTIRN 
UTILITIES CONSUMING AIPROXIMA TILY 

500,000 II.URELS PLUS PIDOLIUM PER MONTH 

Numbtr or 
~Uvery lbrreiJ 

Usilisx£Mgosb tgloll Sllll ~[Sibllld 

(I) (2) ()) 

Florida Power and Liahc 
Company 

July I Aorlda 2,920,000 
Auaust 9 Florida 1,011,000 
September 9 Florida 1 z~.ooo 

5,302,000 

Canal Electr ic Company 
July MUIIChUMIUI 161,000 
Auaust MulacllUMIUI I Sl2~ ggg 

1,96),000 

Central Hudson Ciu and 
Electric Company 

July 2 New York 902,000 
Auaust 2 New York 1,012,000 
September 2 New York ~2Z ggg 

2,506,000 

Commonwealth Edisoo C9!1!PIAY 
July I s.w.oil 5-47,700 

Connecticut Li&)lt &Ad Po.., 
Compaoy 

Auaust ) Coueeticwt 696,000 

Consolidated EdisoD Ccmpuy or 
New York 

July 9 New York 1,220,000 
Auausl 9 N•w York 141,000 
September • New Yort 1 guooo 

),143,000 

nel"a-

IABL! I 
,.,. l or l 

Averaae 
Sulfur 

Cgouos 
(Percent) 

(4) 

0.13'1& 
0.14 
0.11 

2.0) 
2.09 

1.32 
1.) I 
1.2) 

0.67 

0.99 

0.29 
0.29 
0.26 



NORTHIASTIIN AND SOUTHIAST!RN 
UTILITID CONSUMING APPROXIMATELY 

500,000 BARRELS PLUS PlnOLIUM PEl MONTH 

Number ol 
O.Uvery Baneb 

LlliliiXlMI:IDib F.Giall Sll• eJ,&u;baw 

(I) (2) 1{3) 

Florida Pow« Corporatioo 
July 7 Florida no.soo 
September 7 Florida Ul~ 

1,374,400 

Looa Island Lialuioa Compat~y 
July 4 New Yort 1,499,000 
Auaust 4 New York 1.636,000 
September 4 New York 12Z~ 

4.007,000 

New Enaland Power Company 
July 2 MualcbUMtU S9 1,000 
Sepcember 2 MUIICJlUMtU ~l~ 

1,234,000 

PeoOJylvania Power aod Li&ht 
Compaoy 

July 6 Pnuylvula S06,000 
Auaust 6 huaylvuia 1,393,000 
September 6 Peua)'lvu.la ~z.~ 

2,$06,000 

Tv TAL 23,976,100 

TABL[ I 
P•a• l ot l 

Averaae 
Sulfur 

~I:IDI~DI 
(Percen•) 

(4) 

I 2$, 
1.14 

2 20 
2.20 
2.30 

uo 
2.04 

0.91 
0.19 
0.19 

Source: U.S. ~parttneot of Eoeray, Eoerty llllor.tioo Acltlllnbtration, Ele1:Hjc 
Power OyartcrJy, Table 14, Third Quarut 191S. 

nera· 



POTENTt.AL SOUTHEAST RESID StiPPLI!IS 
LONG-TERM CONTRACI'S 

Actjve Company BgOnu 
(I) 

Amerada Hes.t Corporatloo Y• 
Amoco Oil CompaAy Yes 
Apu Oil Comi)IJly No 
:J. P. North America No 
3elcher Oil Compaoy No 

Challeoaer Petroleum (USA), Inc. No 
Chevroo lnteroational Oil CompiJly No 
Clarendoo Marketina, loc. No 
Eastero Seaboard Petroleum Company No 
Global Petroleum Corporatloo No 
Hill Petroleum Compaoy Y• 
Koch Fuelt, Inc. Y• 
Laaoven S.A. Yes 
New Enaland Petroleum Company No 
Petrobru (Braz.il) Y• 
Phibro Dittributon Corporatioo No 
Scallop Petroleum Compaoy No 
Seraeaot Oil and Gu CompeAy, lDC:. No 
SLiruses loteroil, IDe:. No 
Suo Oil Tradina Compuy Y• 
Tauber Oil Compaoy No 
Torc:o Oil Compaoy No 

Loq·Ttr• 
TruaponatJoa 
<Qwa or Llwl 

(2) 

YM 
Y• 
YM 
Yes 
Y• 
No 
v .. 
No 
No 
No 
No 
No 
YM 
No 
Ya 
No 
Ya 
No 
No 
No 
No 
No 

TABU l 

Current or 
Previo~a 

Supplier o( FPL 
(3) 

v .. 
No 
Yes 
Yes 
Ya (current) 
No 
No 
No 
No 
No 
No 
No 
No 
Y• 
No 
No 
YH (c:urreM) 
Yes 
Ytt (c:unent) 
No 
No 
No 

Source Data provicMd by Florida ro ... r ucl Lipt Compaoy. 
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TABLE l 

POTENTIAL SOUTHIAST RISID SUPPLIERS 
SPOTMA.KlT 

Active Company 

Amerada Heu Corporatloa 
Aro~o Oil Compuy 
Apu Oil Compuy 
D.P. North America 
Belc:her Oil Compaay 
Challeoaer Petroleum (USA}, lAc. 
Chevroa International Oil Compaoy, Inc. 
Clarendon M'arketjna, lac. 
Eastero Seaboard Petroleum Compaoy 
Hill Petroleum Compaay 
K~h Fueb, Joe. 
Laaoveo S.A. 
New Enaland Petroleum Compaoy 
Phibro Dinri'buton Corporatioa 
Scallop Petroleum Compaay 
Seraeant Oil and Ciu Compuy, Inc. 
Tauber Oil Compaoy 
Tranaworld 011 (USA}, lnc. 

RtOgr 
(I) 

v .. 
v .. 
No 
No 
No 
No 
No 
No 
No 
v .. 
v .. 
v .. 
No 
No 
No 
No 
No 
Y11 

Lon&-Ttrm 
Tran~portatioo 
<Own or Lmol 

(2) 

Yes 
Yea 
Yea 
v .. 
Ya 
No 
Yes 
No 
No 
No 
No 
Yes 
No 
No 
Yes 
No 
No 
No 

Sourc:e: Data provided by Florida Power ud Li&ht Company. 
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ATTACHMENT E 

BEFORE THE 

FLORIDA PUBUC SERVICE COMMISSION 

STATE OF FLORIDA) ss 
COUNTY OF DADE ) 

AFFIDAVIT 
Docbt No. 950001-EI 

Before me, lhe undersigned authority, Eugene Ungar appeared, who being duly sworn 

by me, said and testified: 

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

I am employed by Florida Power & Light Company ("FPL j u a Forecasting Specialist in the Bus mess 

Sy51ems Department. I received a Bachelor's Degree In Chemical Engineering from Cornen Univers1ty in 

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

From 1974 to 1984, I was emplOyed by Mobil Oil Corporation where I served as a Senior Staff 

Coordinator and Supervisor in the Corporate Supply & Dlatrlbutlon Oepal1ment, and the Worldwld!l Relining 

and Marketing Division's Strategic Supply Planning and Controlleta Departments In positions or lncreas•ng 

responsibility. 

In January ol 1985. I joined FPL as a Senior Fuel Engineer af1(1 was responsible tor the fuel price 

forecasting and fuel-related planning projects. 

In January or 1988. I was given the added responslllllty for being Team leader for FPL's Forecast 

Rev•ew Board Task Team. 

In September of 1988. I was named Prfnclpal Engineer. 

In June of 1989. I was given the added responslllllty for the Regulatory Services Group In the Fuel 

Rel'ources Department. 

In July of 1991. I was named Prfnclpal Fuel Analyat. 

In October or t 993. I was named Forecasting Speclaht. 

1 have reviewed the affidavit of Dr. Pamela J. Cameron, deled MarCh 4, 1987. The conditions cited 

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

ollgopol!stic. are sf ill true today. The reasons for this are u followl : 

A. Table 1 attached hereto Is an updated version of Dr. Cameron'a Table 1 showing the relative 

SIZe or residual fuel oil purchases for the majol consuming utilities In the Southeast end the 



Ungar AH1davrt 
Page 2 

Northeast. Of the 4 utilities who had residual fue l on purd'lases of more than 6 m111ion barrels 

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

B. Table 2 auached hereto Is an updated version of Dr. Cameron's Table 2 (Contrac: Suppliers) 

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

residual fuel oil to the Southacatern utility mllktt on a cor:tract or spol basis. Circumstances 

today do not require a differentiation of supplers between the contract and spot (one debvery 

contract) markets. Since some of these auppltrs cannot always meet FPL's suHur 

specifications, the list of potential contract supplers to FPL Is somewhat shorter. In 1986. there 

were 23 potential fuel oil suppfiers to FPL; In 1994, there ere currently 29 potential fuel oil 

supplle~s . In its current request for bids to supply a portion of FPL's fue l oil requirements under 

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

where only 25 to 30 firms compete for sales In a market dominated by a lew large purchasers. 

each firm (suppUer) will be concerned with the action• or potential reactions of Its riva ls. 

The intormatlon shown In columns P and 0 of the 423· 1(8) report Includes Information on the 

terminallng and transportation rroarkets and the fuel oil volume and qudty Inspection market. In 1987. FPL 

was only able t'J find eight qualified parties with an Interest In bidding termlnaUng and transportation 

services. Of these. four responded with transportation proposals and six with termlnallng proposals. Due 

to the small demand in Florida for both of these services, market entry Is diHicult. Consequently. diSClosure 

of this contract data Is reasonably likely to result In Increased prices lor tarmlnaRng and transportation 

serviCeS. 

Petroleum Inspection services also have the m&ltlat charactoriatlc:a of an oligopoly Due to tho 

limited number of luettermlnat operations. there are correspondingly lew requirements lor fuel Inspection 

services. In FPL's last bidding process tor petroleum Inspection services In 1991 , only flvo quaUIIod bidders 

woro found for FPL's bid solicitations. Consequently, disclosure of the contractual Information (I.e .. prices. 

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

tor such services as would the dlaclo1ura ol FPL'I prices for rtlldual (No. IS) fuel oil do~noatod In Dr 

Cameron's al11dav11. That Is, pursuant to economic ttuory, OIICiosure of pricing Information by a buyer in 
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an ohgopolistlc market is likely to result In a withdrawal of price concessions to that buyer. thereby Impairing 

tho buyer's ability to negotiate contracts In the future. 

The adverse Plfect or making Information of this nature available to suppliers is evidenced by the 

oil industry 's reaction to publication of FERC form 423. That form diaclases a dellvered prlco of fuel oll 

Because of the importance of this Information to fuel aupplera, sevarals81VIces arose which complied and 

sold this Information to suppl ars that !Ira only too willing to pay. We expect that a similar · collage 

industry" would develop if the FPSC 423· 1 (a) or 423·1 (b) data ware made public. Thai afora. the pubticauon 

of this Information will be made readily available to the fuel aupplara, and this win ultimately act as a 

detriment to FPL's ratepayers. 

The information which FPL seeks to protect from diaclosura Ia contractual data that is treated by 

FPL as proprietary confidential business 1nformatlon. Access within tha company to this in formation Ill 

restncted. This Information has not, to the best of my knowledge, bean disclosed elsewhere. Furthermore. 

pursuant to FPL's fuel contracts. FPL Is obligtltd to used rtuonabllttforu to maintain tha conf•dantlabrv 

of the Information Identified as confidential In Attachments A and C ol FPL's Request for Spec1flod 

Confidential Classification. 

Tho prlcmg Information appearing on FPL's Form 423·1(8) or 423· 1(b) lor which confidential 

classification Is sought should remain confldanllal lor the lima period the contract Is In effect. p lus s1x 

months. Disclosure of pricing Information durfng the contract period or prior to the negotiation of a new 

contract is reasonably likely to Impair FPL's ablllty to negotiate future contracts as described above 

FPL typicaly negotiates new residual (No. 8) fuel oil contracts and fuel related services contracts 

pr1or to the end of existing contracts. However, on occasion some contract negotiations are not tinahzod 

until alter the end of the contract period of existing contracts. In those Instances, the new contracts are 

lypicaUy negotiated within the next six months. Consequenlly,lt Is naceai81Y to maintain the confidentiality 

of the Information identified as confidential on FPL's Form 423·1(1) or .C23·1(b) for six months alter tho ond 

of the individual contract period the Information relates to. 

W1th respect to residua l (No. 8) fue l oil price lnlo~tlon on the Form 423· 1 (a) or 423· 1 (b) for 011 

that was not purchased pursuant 10 an already existing contract, and the terms or the agreement under 
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wh1ch such fuel oil is purchased are fulfilled upon delvtty, FPL requests the price information ldenlthed as 

c:onl ldentlal in Attachments A and C of FPL's Request for Specified Confidential ClassifiCation be kept 

conhdentlal lor a period of six months after the delvery. Six months Is lhe mlnlmuul amount of limo 

necessary lor confldentlaHty of those types or purchases to alow FPL to utilize its market presence '" 

ga1mng price concessions during seuonal fluctuations In the demand lor residua l (No. 6) fuel 011 

Disclosure of this Information any sooner than six months after completion of the transaction 1S reasonably 

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

In summary, it is my opinion that the conditions cited by Or. Cameron In her alfldavlt are shit valid. 

and that the merkets In which FPL buys fuel oil, and fuel oil related services. are ollgopofistic. 

In addition. this alfldavit Is In support or FPL's Request for Confidential Classification or No. 2 fuel 

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

A and C 1n FPL's Request lor Confidential Ctanmcatk>n Is proprletll}l confidential business lntorma'ion as 

that term 1s defined in §366.093. F .S. As such, disclosure of this contractual data would lmpau FPL's ab1hly 

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

No. 2 fuel oil Is purchdsed lrltough a bidding process. At the request or the No. 2 fuel oil suppkers. 

FPL has agreoo to not pubficly disclose any supplier's bid. This non-dlsclosuro agreement protects botn 

FPL's ratepayers. and the bidding auppUors. As tc FPL's ratepayera. the non-pubNc bidding procedure 

provides FPL with a greater variation In tho renge of bids that would otherwise not be ava.llable 11 the bids. 

or the winning bid by ltseH. were publicly disclosed. With pubic disclosure of the No. 2 fuel oil prices tound 

on FPL's Form 423· 1(a). the bids would narrow to a closer range around the last winning biO elim1na11ng 

the poss1blhty that one suppfier might, bUed on his economic situation, come In substant1al y lower than 

the other suppliers. Nondisclosure f!kewlso protects the supplera front divulging any econom1c advantage 

thai supplier may have that the others have not discovered. 

The No. 2 fuel oil pricing Information appearing on FPL's Form 423· 1 (a), for which contldonllal 

claSSIIICatton Is sought, should remain confidential for the time period the contract Is In effect, p lus Silt 

months. Disclosure of prlclng Information during the contract period or prior to the negotiation of a new 

contract is reasonably likely to Impai r FPL's abllhy to negotiate future contrccts as described above. 
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FPltypicaUy negotiates Its No. 2 fuel oU contracts prtor to the end ol such contracts. However. on 

occasion some contracts are not negotiated until attar the end of the et.rrent contract period. In those 

Instances the contracts are typically renegotiated within alx months. Consequently, It Is necessary to 

maintain the conlfdentiaUty ol the inlormallon lclentlfled as conlld:»nllll on FPL's Form 423·1 (a) lor stx 

months after the end ol the lndivlclual contract period the Information relates to. Disclosure ol this 

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

FPL's ability to negotiate such contr~cts. 

Further afliant sayeth naught. 

State ol Flonda 

County ot Dada 

) 
) ss 
) 

The foregoing Instrument was aCknowledged before me this~ ctay or October. 1995 in Dade 
County. Florida by Eugene Ungar. who Is personaly known to me and who did taka an oath. 

---...,_;:.;tgna ur of ery 

oociELA A. AciA5 __ 
Name of Notary 

CC/to?AIZ 
S«lal Number 
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TABLE 1 

NORTHEASTERN AND SOUTHEAITERN 
unUTlES PURCHASING APPROXIMATELY 

6 MIWON BARRELS PLUI PETROLEUM IN 1083 

Utllv/Midh 

Florida Power & Ught 
Company 

Canal Electric Company 

Florida Powar Corporation 

Long Island Ughllng 
Company 

Aven1ge 
Sub -- BarNIII Canllll 

(000) (Percent) 

37,902 1.57 

MuuchuMitl 7.688 1.54 

FlOrida 10,786 1.85 

New York 9 ,747 0.90 

U.S. Department ot Energy, Energy lntormat•on 
Admlnltlratlon, E!tctdc Power Monthrv A!lftl t994.Tabte 
85. 
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IABL£2 

POTENTlAL SOUTHEAST RESID SUPPUERS 

Actjye Comoaoy 

Pravious 
Supplier of FPL 

G0ntract!SOO! 

Amerada Hess Corp. YES YES/YES 
BP North America 1/ES YES/YES 
Chevron International Oil Co. NO NO/YES 
Clarendon Marl<eling, Inc. NO YES/YES 
Clark Oil Trading Company NO NOfYES 
Coastal Fuels Marketing, Inc. NO YES/YES 
Enjellnc. NO YES/YES 
Global Pelroleum Company NO NO/YES 
lnternor Trade, Inc. (Brazil) YES NO/NO 
John W. Stone 011 Olst. NO NO/NO 
Koch Fuels YES NO/YES 
Kerr McGee YES NO/YES 
Las Energy Corp. NO NO/YES 
Lyondell Petrochemical Co. YES NO/NO 
Metallegellschalt Corp. NO NO/NO 
Northeast Petroleum NO NO/NO 
Petrobras YES NO/NO 
Petrolea NO NO/YES 
Phlbro Energy Inc. NO NO/YES 
Rio Energy International NO YES/YES 
Stewart Petroleum Corp. NO NO/NO 
Stinnes lnteroll, Inc. NO YES/YES 
Sun 011 Trading Company YES NO/NO 
Tauber Oil Company NO NO/YES 
Texaco YES NO/YES 
Tosco Oil Company YES NO/YES 
Transworld Oil USA YES NO/NO 
Trintoc YES NO/NO 
Vitol S.A. Inc. NO NO/YES 

S0t608: Data provided by Flartda Poww & l.l(lhl ~ (s.,t-Mt- JO, 1995) 

Note: I) This table -2 u dM Ust for both CINltnld IIIMI .,.C •UfJIIIIrt (T.W.ll Tallie l ) 
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CBR'l'IriOAH OJ' 88.RVXC. 

I BBUBY CIR'l'II'Y that a true and correct copy of Flor ida Power 
& Light c ompany's "Request tor Con!identlal Classification of 
Certain Information Reported on the Couission's Form 423- l(a) " for 
August 1995 was forwarded to the Florida Public Service Counnission 
via Airborne Express, and copies of the Request tor Confidential 
Classification wit hout Attachaent A were aailed to the individuals 
listed below, all on this 16th day of October, 1995. 

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

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

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

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

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

Robert s . Goldman, Esquire 
Vickers, Caparel l o, Fr·e nch & Madsen 
P. 0. Box Drawe r 1876 
Tallahassee, FL 32302 

Mr. Prentice P. Pruitt 
Plorid.a Public Service 
Co1111ission 
101 East Gainas Street 
Pletcher Buil d i ng 
Tallahassee, FL 32399 

Jack Shreve, Esquire 
Robert Langford, Esquire 
Office of PUblic counsel 
624 Puller Warren Building 
202 Blount Street 
Tallahassee, FL 32301 

Lee L. Wills, Esqui re 
James D. Beasl ey, Esquire 
Ausley, McMullen, McGehee 

Carothers & Proctor 
p, o. Box 391 
Tallahassee, fL 32302 

Lee G. Schmudde, Esquire 
Reedy Creek Utilities, I nc. 
P. o. Box 40 
Lake Buena Viota, FL 32830 

Jaaea A. McGee, Esquire 
P. 0. Box 14042 
St. Petersburg, FL 33733 



Zori G. Ferkin, Esquire 
Sutherland, Asbill ' Brennan 
1275 Pennsylvania Avenue, N.W. 
8th Floor 
Washington, D.C. 2000. 

occidental Chemical Corporation 
Enerqy Group 
P. o. Box 809050 
Dallas,TX 75380-9050 

Joaephine Howard stafford 
Aaaiatant City Attorney 
315 East Rennedy Blvd. 
Taapa, FL 33615 
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