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AIRBORNE EXPRESS 

February 14, 1996 

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

Re : Docket No . 950001-BI 

Dear Ms . Bayo: 

P 0 BOll Gn!OO, M1111\l. H 331~ 9100 

Encloaed for filing with the Commission in Docket No . 950001-EI are 
the original and fifteen copies of FPL's Request for Confidential 
Classification of Certain Information Reported on the Commissi.:m • s 
Form 423-1(a) for the ~onth of December 1995. The original is 
accompanied by Attachments A, 8 1 c, D and E. Please note that 
Attachment A is an unedited Form 423 - l(a) and therefore needs to be 
treated as confidential. The fifteen copies are accompanied by 
Attachments B, c, D and E. 

If you have any questions regarding this tranSlllittal or the 
information filed herewith, y0u may contact me at (305) 552-3924. 
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Enclosures 

•• fP\ Group ca•pany 

very truly yours;'-

avid L. Sm th 
Senior Attorney 
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B&FORl'l T'D 

FLORIDA PUBLIC SERVICE COMMISSION 

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

Docket Ho . 950001-EI 

R!QtJJ!ST J'OR CONFIDl!NTIAL 
CLASSLPICATION OF CERTAIB INFORMATION 

REPORTED ON THE COKHIBSION 1 8 PORK 423-1(&) 

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

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

files with the Florida Public Service Commission ( "Com.mj ssion") 

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

certain information reported on PPL 1s December 1995 423-l(a) Fuel 

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

states: 

1. FPL seeks classification of the information specified as 

proprietary confidential businoea information purDuant to § 366. 093, 

F.S. (1993), which provides in perti nent part, as follows: 

(1) * * * Upon request of the public utility or 
other person, any records received by the commission 
which are shown and found by the commission to be 
proprietary c onfidential business information shall be 
kept confidential and shall be exempt from s. 119.07(1). 

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

include&, but ia not limited to: 

U j 8 I 5 rEB IS~ 



* * * 
(d) Informat i.on concerning bids or other contractual 

data, the disclosure of which would impair the of!orts o! the 
public utility or its aftiliates to contract for goods or 
services on favorable terms. 

2. In applying tho statutory standards delineated above in 

paragraph 1, the Commission is not req~ired to weigh the merits of 

public disclosure relntivo to the interests of utility custome~s. 

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

whether the information sought to be protected fits within the 

statutory definitions of proprietary confidential business 

information, as set forth in §366.093, F.S. (1993). If the 

information is found by tho Commission to fit within the statutor; 

definitions, then it should be classified as confidential, be 

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

from §119.07(1), P.S. (1993). 

3 . To establish that material is proprietary confidential 

business information under §366.093(3) (d), F . S. (1993), a ~tility 

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 requirement 

does not necessitate the showing ot actual impaiL~ent or the more 

dem:mding standard of actual adverse r esults; instead, it must 

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

utility's contracting for goods or services on favorable terms. 



Soo 87 FPSC 1:48, SO and 52, and 94 FPSC 10:87, 88. 

4 . Attached to this Requent and incorporated herein by 

reference are the following documents: 

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

Attachment B An edit~d copy of FPL's D~cember 1995 Form 423-l(a) 
with the information tor which FPL ceeka 
confidential classification edited out. This 
document may be made public. 

Attachment C A line-by-line justification matrix identit~•ing 
each item on FPL's Form 423-l(a) for which 
confidential classification is sought, along with a 
written explanation demonstrating that tho 
information is (l) contractual data, and (2) tho 
disclosure of which would impair tho efforts of FPL 
to contract for goods or services on favorable 
terms. 

Attachment D An affidavit of Dr. Pomela Cameron. Dr. cameron's 
affidavit was previously filed with FPL's original 
"Request for Confidential Classification of Certain 
Information Reported on the Commission's Form 423-
l(a)" on March 5, 1987, in a predecessor of this 
docket. It is rofiled with this Request for the 
convenience of the Commission. Attachment E 
updates Dr . cameron's affidavit. 

Attachment E An affidavit of Eugene Ungar. 

5. Paragraph 3 above identifies the two prongs of 

§366.093(3) (d), F. S . (1993), which PPL must establish to prevail in 

this Request for confidential classification of the information 

identified by Attachments A and c . Those two prongs are 

conclusively established by the facts presented in the affidavits 

appended hereto as Attachments D and E. First, the identified 
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inforcation 

information 

is contractual data . 

is reasonably likely 

Second, disclosure of the 

to impair FPL's ability to 

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

and E. 

6. PPL seoka confidential classification or tho per- barrel 

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

information, the per-barrel torminaling and transportation charges, 

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

Form 423-l(a) FUel Report ca more apeoiticclly identified by 

Attachments A and c. 

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

which FPL seeks to protect is easily do~onstrated once one 

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

operate . The market in No. 6 fuel oil in the r.outhoastern United 

Sta~es is an oligopolistic market. See Cameron and Ungar 

affidavits, Attachments D and E. In order to achieve the beat 

contractual prices and terms in an oligopolistic market, a buyer 

Jt'Jst not disclose price concessions provided by any given supplier. 

Due to its significant pros~nce in the market for No. S fuel 011, 

FPL is a buyer who is reasonably lik4tly to obtaill prices and -c:enas 

not available to other buyers. Therefore, di!lclosure of such 

prices and terms by a buyor liko FPL in an oligopolistic market is 

reasonably likely to increase the price at which FPL can contract 

for No. 6 ruel oil in the future. Again aoo Cameron and Ungar 



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 relating to terminaling and transportation 

charges, and petroleum inspection services aa described in Eugene 

Ungar's affidavit, Attachmon~ E. 

9. FPL requests that the Commission make two findings with 

respect to the No. 6 fuel oil information iuontitied aa 

confidential in Attachments c and D: 

(a) That the No. ~ fuel oil data identified are contractual 
data: and 

(b) That FPL's ability to procure No. 6 fuel oil, torminaling 
and transportation services, and petroleum inspection 
services is reasonably likely to be iznpaired by tho 
disclosure of the information identified because: 

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

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

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

infocmation, identified in Attachments A and cas confidential . is 

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

Without confidential cla•aification of the prices PPL pays tor No . 

2 fuel oil, FPL is reasonably likely to experience a narrowing of 
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the bids o!!ering No. 2 !uel oil. The range of bids is expected to 

converge on the last reporteJ public price, thereby reducing the 

probability that one supplier will substantially underbid the other 

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

Ungar <S!fidavit, Attachment E. Consequently, disclosure is 

reasonably likely to impair FPL's ability to negotiat~ !uture No. 

2 fuel oil contracts . 

11. PPL requests that the Commission 2ake two !indings wi~ 

respect to the No . 2 ruel oil information idontitiod as 

confidential in Attachments A and C; 

(a) That the No. 2 !uel oil data identified nre 
contractual datal and 

(b) That FPL's ability to procure No. 2 fuel oil is 
reasonably likely to be impaired by the disclosure 
ot the information identified because the bidding 
process through which F?L obtains No. 2 fuel oil is 
not reasonably expected to provide the lowest bids 
possible it disclosure ot the last winning bid is, 
in effect, made public through disclosure of FPL's 
Form 42J-l(a). 

12. Additionally, FPL believes the importance o! thoAo data 

to suppliers in the fuel market is demonstrated by the blossoming 

of publications which provide utility-reported fuel data !rom FERC 

Form 423 . The disclosure of tho information sought to Lo protected 

herein may create a cottage industry of desktop publishers reedy to 

serve the markets herein identified. 

lJ. PPL request~ that the information tor which FPL seeks 

con!idential classification not be declassitiod until the dates 
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specified in Attachment c. The time periods requested are 

necessary to allow FPL to utilize its market presence in 

negotiating future contracts. Disclosure prior to tho identified 

date of declassification would impair FPL ' s ability to negotiate 

future contracts. 

14. The material identified as confidential information in 

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

private, and has not, to tho best of FPL's knowledge and belief, 

otherwise been publicly disclosed. 

WHEREFORE, FPL respecttully requests that the Commission 

o1ass1fy as confidential intormation the information identitied in 

Attachments A and c and which appear• on FPL'a unedited Form 423-

1 (a) • 

Dated February 14, 1996 

7 

Respectfully submitttd, 

senior Attorney 
Florida Power & 
9250 w. Flagler 
Miami, Florida 
(305) !552-3924 
Florida Bar No. 

Light Company 
Street, 16514 
33174 

0473499 
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ATTACHMENT C 

Docket No. 960001-EI 
February, 1996 

Justification for Confidentiality for December, 1995 Report 

fORM UNE(S) COWMN RATIONAL£ 

423-1(a) 18- 22 H (1) 

423-1(a) 18 - 22 (2) 

423-1(a) 18-22 J (2), (3) 

423-1(a) 18 - 22 K (2) 

423-1(a) 18 -22 L (2) 

423-1(a) 18-22 M (2), (4) 

423-1(a) 18-22 N (2), (5) 

423-1(a) 18-22 p (6), (7) 

423-1(a) 18 -22 a (6). (7) 

423-1(a) 1 - 17 H, I, K, L, N, R (8) 

Rationale for conftdontiality: 

(1) This information is contractualrnformatlon 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 suppl~ers to compare an individual supplier's price wrth 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 compoMnts, 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 oligopolistic market and 
the factual circumstances which identify the No. 6 fuel oil market as an ollgopolistJc 
market in the Southeastern United States. As Dr. Cameron's affidavit d1scusses. 

price concessions in an ollgopolisti~o. market will only be available when suet! 
concessions are kept confidential. Once the other suppliers learn of the price 
concession, the conceding supplier will be forced, due to tho oligopolistic nature 
of the market. to withdraw from future concessions. Consequently. disclosure of 
the invoice price of No. 6 fuel oil paid by FPL to Specific fuel suppliers is 
reasonably likely to Impair FPL's ability to negot1ate price concessions In Mure No 
6 fuel oil contracts. 

(2) The contract data found In Columns I through N are an algebraic funct1on 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 contract.s provide for an early payment lncentJve In the form of a 
discount reduction In the invoice price. The e!Cistence and amount of such 
d1scount is confidential for the reasons stated in paragraph (1) relative to price 
concessions. 

(4} For fuel that does not meet contract requirements, FPL may reject the shipment. 
or accept the shipment and apply a quality adJustment. This Is, In 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 ns Important as H from a confidentiality standpoint because of the 
relatively few times that there are quality or discount adjustments. That is, column 
N will equal column H most of the tJme. Consequently, it needs to be protected 
for the same reasons as set forth 1n 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 R. Con3equently, disclosure of these columns would allow a 
supplier to calculate the Invoice or effective purchase pnce of oil (columns H and 
N) by subtracting these columnar variables from column R. 

2 
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(7) Terminaling and transportation services in Florida tend to have the same. rf not 
more severe, oligopolistic attributes of fuel oil suppliers. In 1987, FPL was only 
able to find eight qualified parties with an interest in bidding erther or both of these 
servrces. Of these, four responded with transportation proposals and six with 

termmaling proposals. Due to the small demand tn Florida for both of ihese 
services, market entry is drfficult. Consequently, disclosure of this contract data 
is reasonably likely to result In increased prices for terminallng 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 biddrng process for 
petroleum inspection services, only six qualified bidders were found for FPL's bid 
solicitations. Consequently, disclosure of this contract data is reasonably likely to 
result in increased prices for petroleum inspection services. 

(8) This information is contractual Information which, if made public, *would impair the 
efforts of [FPL) to contract for goods or services on favorable terms." Section 
368.093 (3) (d), F.S. The infonnation delineates the price FPL has paid fOf' 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 •uppller'a 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 th" 
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 ellmrnatrng the possibility that one 
supplier might, based on his economtc situation, come In substantially lower than 
the other suppliers Non-disclosure likewise protects the suppliers from divulgmg 
any er.onomic advantage that supplier may have that the <'!hers have not 
discovered. 

3 



Dale of DeclaaJtlc3tion: 

FORM UNE(S) COWMN DAIE 

423-1{a) 18- 19 H -N 06130196 

423-1(a) 20-22 H-N 06130196 

423-1(a) 18-22 p 03/31199 

423-1(a) 18 -22 a 06130196 

423-1(a) 1 - 17 H. I, K, L. N, R 12131/96 

Rationale: 

EPL 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 dunng the contract penod or prior to the negot1at1on of 

a new contract is reasonably likely to impa1r FPL's ability to negot.ate Mure 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 

renegoti!lted, until after the end of the current contract period. In those instances. the 
contracts are typically renegotiated within eix months. ConsequenUy. it is nea-ssary to 

mamtain the confJdenbalrty of th~ information identified as confidential on FPL's Form 

423-1(a) or 423-1 (b) for six months after the end of the mdrvidual contract penod the 

infonnabon relates to. 

With respect to No. 6 fuel oil price information on the Form 423-1(a) or 423-1 (b) ror oil 

lhat 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 

mform3bon Identified as confidential be kept confidential for a period of six months after 

the delrvery. SIX months is the minimum amount of lime necessary for confidenllalrty of 

these types of purchases to allow f'PL to utilize its mari(et presence •n gaining pnce 

COf'lCeSSIOt\5 dunng seasonal fluctuations m the demand for No. 6 fuel Otl. D1sclosure of 
thiS 1nforroabon any sooner than six months after c.ompleUon 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 
wh1ch confidential classification is soughl should remain confidential for the time period 
the contract is '" effect, plus six months. Disclosure of pricing information during the 
contract period or pnor 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 contmcts. 
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. 
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ATTACHW8NT D 

BEFORE THI 

FLORIDA PUBLIC SERVICE COMMISSION 

) 
DISTRICT OF COLUMBIA ) 11 

) 

AFFlDAVIT 
Docket No. 170001-[1 

Before 1111, tho undeni&ned authority, Pamela J. Cameron appeared, who 

bein1 duly sworn by mt, said and tesclfied: 

I. INTRODUCTION 

My name is Pamela J. Camer"On; my bu.sineu address is 1100 M Street, 

N.W., Suite 600 Soulh, Washinaton, D.C. 20036. I am employed by lht National 

Economic Research Associat~. Inc. (NERA) u 1 Senior Analyu. 1 reuived my BS. 
in Business Administration from Tuu Tech Univenity in 1973, my M.A. in 

Economics from the Univenity or Oklahoma in 1976 and my Ph.D. in Economics 

from the Uaivenity of Oklahoma io 191S. My major fielda of study have been 

ladu.strlal Or1aaizatioa, Public: Floeac:e and Ecoaomtttic:t. 

Since 1912, l have beta employed by economic tAd reaulatory c:onsultina 

riuns providina serv~ rolatlaa 10 utility reaulltloo. I have directed numerous 

projects ineludilll dlllk•t aoa.lyala, au acqubitioo aod cuatnot necotiatioa, and 

alternative futb evaluation. 

I have been asked by Florida Power and Lllht Company (FPL) to evaluate 

the market in whic:b FPL buys fuel oil and to determine what impact, ir any, public: 

disclosure of certain fuel transaction data is likely to have on FPL and iu 

ratepayen. Specifically, the data I will address is tht detailed price information 

reported on Florida Public Service Commiulon Form 4231. 

nera· 



-2-

Tht tmpact of public disclosure or pr~ iJI/ormadoo depeodJ 0 0 the 

structure of the marketJ iovolved. lo the followtna sec:tloOJ I dlscw.a the economic 

framework for evaluatina the structure or markets, the rolt of ditclon~re io 

otiaopolistic marketJ aod review the circuautaoca of FPL's fuel oil purchasu uJina 

t hil framework. The fioal sectioo summariua IDY coochuioOJ. 

II. THE ECONOMIC THEOR\' OF MARKETS 

Ecooomic theory prcdictJ that the behavior of iodividual rirms and the 

consequent market performance will btl determloed laraely by the structure of the 

relevant market. The structure of marketJ ranae from hiahly competitive to virtual 

monopoly dependina upon such factora u the number aod siu or firms io :he 

market, the heteroaeneity of producta and dlstribudoo clwlnels, the cue with 

which firms ~o enter and leave the .market, end the dearee to which firms and 

consumers possess information about the pric:a and producu. 

Usina these four buic criteria or characteristics, ecooomisu distinauish 

competitive, oliaopollst lc aod mooopolistic marketJ. For example, a com~titive 

market Is characterized by the follow ina;: ( I) firma produce a bomoaeoeous product; 

(2) there are many buyers lACS Mlltrs 10 that wes or purcbues of uch are small 

ia relatloo to the total market; (3) eotry Into or u.lt from the market iJ oo1 

coJUtn.ioed by ecooomlc or leaal Nrrlers; and (41) finOJ aod coOJumen have sood 

informadoo reaardloa alteroatl..,. productJ aod the prica at whkb they are 

;available. Uoder theM circumstanc:a individual buyen lAd sellen have only an 

imperceptible innuence co the market price or the actioOJ of others in the market. 

Each buyer and seller ac1:1 iodepeodeo tly since thOM actioOJ will not affect the 

market outcome. 

Ao oliaopoliuie iodusuy is one in which tbe oumber oi ullers iJ small 

enoush for the actlvltia of sellen to affect each other. Oanaa Ia the output or 

n era-



-3-

the price O( ODt firm will affect the ltDOUDU whlcb Other SOllers CU sell and the 

prices that they ~~~ charae. OliaopoliJlic industries may tell tilher differentiated 

or homoaeoeoua producu aod are usually eharaeteriud by hlah barrie11 to eotry. 

Because or the loterdependenct or supplie11, tht UtCOt to which they art inf'ormed 

with respect to the actioo.s or other parties Ia the market wUI affect their beh&\ ior 

and the perf'orcnance of the market. 

A monopolistic market is ooe Ia which a sinal• seller controls both the 

p,tlc:e aod output or a product (or which there are oo elost substitutes. There are 

all4 siaoificaot barrie11 to prevent othe11 from eoteriaa the market. In this 

instance, the seller knowt the derails or each tranuctloa and there is no clear 

advant•a• to the buyer ia lrupioa these details conrlderuial. 

It is clear eveo from this brief' d!Kwsioo that a determination of the 

likely effect or the disclosure of' the ceriDJ end coodlti11nt or tl'1nMctlont depends 

on the type of market involved. Ia detercninina the mueture of FPL 's fuel 0 11 

market, 1 have reviewed the sellt11 a.od buye11 operatina Ill these markers, the 

homoaeoeity of the product, the factors aoveroloa entry or nit from tho markeu 

and the role or informatica. The review Indicates that the fuel oil market lo which 

uti lities io the Souttleut purclwe tupplies is ollaopolistic. That it. the act ioDJ of 

one finD will affect t.bt pricloa tad output decis!ooa or other sellel1. The 

interdel)tDdtDet amoaa fuel oil suppUen iJ cocnpouaded by the presence io the 

market of e few very !atat purchascn, such u FPL. The roUOwint S~tioDJ 

describe the deteilJ or an tlaboratiOD O( the COMt(!UtllCa Of transaction disclosure 

in this type ol market, my market evaluatioD &tid my cooclu.siom. 
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Ill. EFFECT OF DISCLOSURE IN OUCOPOLIST&C MARK ITS 

A brief review or 11\e role that sterecy playa lo oliaopoly 11\eory is 

helpful in ul\derstudina the pricina pol i<lea of ollaopolisu and the predh:ted impact 

oa fuel costa. 

Ao oliaopolistic matktt structure is char1c11riud by competition or 

rivtlry amooa the few, but the number or rlrm.t in a market doa not determ ine 

conclusively how the market (uDctioD.J. ID 11\e cue of oliaopoly, a DumOcr of 

outcomes are possible dopeodina upoo the dearee to which the firms act either as 

rivals or u coopertton. Sellen have 1 commoD aroup 1111trest io keepina prices 

hi a h. but have • coonlct or interest with respect to merkel share. 

The manaaemeot of ollaopolluic firm.t recoanlut that. aiven their mutual 

in1erdepeodeoce, prorlu will be hiaher wheo coopentive polkia are punued than 

when each rirm acta only in iu own nurow self-Interest. If firllll are offered the 

opportunity to collude, oliaopollstk marketl will tend to uhibit a tendency to.,.ard 

the muimlzatioo of collective proflcs (11\e pric:ioa behavior usoc:iated w11h 

mcoopoly). However, c:oordlnadoo of prlc!Jia polic:ia to mwmiu joint proriu •s 

not usy, especially where cost aDd 1111.tket share differeoea lead to connictina 

price aod output preftrtocte amooa Orm.t. Coordination is coOJidenbly len 

difficult wbea ollaopolls11 cu c:ommullicatl opeoly aod frMiy. But the antltruJt 

laws, which are C:ODcttlltd with lohlbltlot monopoly prleloa. make oven cooperation 

unlawful. There are, however, subtle .,.)'1 of coordioatlDI pric:ina dec!Jions which 

aro both lcaaJ IJld potentially effective if discipline ClJl be maiotaioed. 

Ooe mnns of coordinatina behavior witJ\out runnioa alouJ of the Jaw is 

price leadership. Price leadership cao aeoenlly be viewed u a public: sianal by 

firms of the chanau In their quoted prlca. If eacb firm knoWl that Itt price cuu 

will be quickly matched by iu rivai.J, It will have mucb less incentive to make thtm 
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By the ume Joalc. tach su~plior bo11r1 that its rlvab nn sustain a hlah.r price 

quote only if other nuaa follow with match ina prica. 

Focal point pricina is another oumple of oliaopoliscic prlcina that allows 

coordination without vlolatina tht a.aticruu laws. Here, ltlltn tend to adhere to 

ac«pted foc'LI pointa or waets such u a publicly posted price. By senina •ts 

price at somo foc'LI point, a firm cacicly encounaea rivals to follow suit without 

undercuttina. Tho posted price published for various arades of fuel oil by reaion 

would serve u a focal point for thai area. Other types of focal poinu include 

manufacture woctatiocu' published lise prieu or aovernmeni-ltt ceillna priea. By 

adherina to thelt accepted taraets, coordination b facilitated and price warfa.re u 
discouraaed. 

While oliaopolbts have incentives to cooperate in mainttinina pt~cu 

above tho competitive level, there art also dlviJive forcet. There are several 

condltioOJ which limit tht likelihood and effectlveneu of coordination, all of which 

ue related to the ability of a sinalt firm to offer price conceuions without fur of 

renliation. They inclu4c (I) a sianlficaoc number of ~ellen; (2) htteroaeneity of 

products; (3) blab overhead CCCII coupled with advarso biUillt» ~01\ditions; (4) 

lumpineu and infrequoocy in the purcha.M of products; and (S) t«rtey and retalia

tion laas. 

A. Dt Nwwkr ae4 Slzt or flew• 

Tbt sU\ICtunl dimeDJloo with tho IDOSt obvlout lnnuenco on coordinalion 

is tho number a.ad site dittributioo or firm io the matktt. Tht areattr the number 

of sellers in a raarktt, everytblna tilt the J&mt, tho mort diffl:uh it &J to mainta•n 

a noncompetitive or above-cost price. As th.t number or rirms lncreua and the 

market shue or each declinu, firms are incrcuin&IY apt to ianore tht effect of 

their pricina and output deciJioOJ 011 tht actlo111 of other firms. 1ft additioo, u the 
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number o( f"lri!U inereua, tht probability inert&Ma that II ltUI ODe firm will have 

lower than averaae costa and &n aaares.slve pricina policy. Therefore, an ollaopolist 

in an industry or 15 !irma is more likely to offer se<ret discounts and leu likely to 

be discovered tlwl lll Oli&opoli.st in an industry or Only three firmt. 

B. Produt Htltrolfntl!x 

If producu were tnlly homoaeneous or perftct substitutu in 1 he 

o:onsumer's mind, price would be the only variable with which nrrn.s could comP"•e. 

This reducu tho wk or eoordinatlna, for f'irau must coosider ooly the price 

dimeosioo. When products aro differentilled, the ternu or rivalry b«ol"le 

multidimeoslonal and coosiderably more complu. 

C. Ombucl Coall 

The ability or oliaopoli.su to coordina\1 il arrecttd in • 'llricty or ways 

by cost condltioDJ, Cienually, the are11er the differencu in cost structures 

between firros, the more trouble the finna wilt have rnaintainina a common price 

policy. There il also evideDCe thll industria characterized by hi&h overhtad cos u 

are particularly susceptible to prieiaa discipline broakdowos when a decline in 

demand forcea the industry lO operate below capecity. The industry characltrized 

by hi&h filled C:ottl swftrt D\Ort when demaDd il depreued because or stroaa 

inducement& toward prM:.•CUI1iDI llld I lower noor (DllllinaJ COlt) tO price 

decreases. (Prlc:e-cuttllll wW be che<ked at hiaher prices when marain&J cotta are 

ht&h and fiud costa are rcllldvely tow.) 

D. LymplnUJ aa4 hfrroMtncy of Otdm 

Profi table tacit collusion iJ more likely wbea ordtrt are small, frequent 

and reaular, since detection ud retalllllon art euler under theM circumstances. 

Any deci.sion to undercut a price on which Industry membert have tacitly aarecd 

requires a balancina of probable aaicu aaainst the likely costs. The aa in from 

nera· 



_.,_ 

cuttina thl price derivea from thl inc:reaud probability or securina a p:ofitable 

order and laraer shut or the aarket. The con ari.su from tbt iocruse<~ 

probability of rival reactions drivina dowo the level or future prlc:et and, therefore. 

futuro proriu. The probable aains will obviously bl laraer when the order ac uake 

is larae. Also, tha amouoc of ioforrnatioo a firm cooveys about iu pric:ina srraceay 

to ocher firms in the markel increuet with the oumblr of traru.actioru or price 

quotet. Clearly, the leu frequently orden are placed, the leu lihly detection 

would be. 

£. Stmn •r.d BcltEI•!Ion Leu 

Tho lonaer the adverse consequence~ or rival re111i11ioo ao bt delayed, 

the more auraccive undercuttina the accepted price structure becomes. One muau 

or forescallina retaliation is co aranc secrec price cub. If price Ia 1bove ~n~ralntl 

cost and tf price conc:essioru can reuonably bt n~ltd to remain secret, otiaopo

lius have the inc~ncive 10 ena•ae in secret price shadina. 

Feu of rellliacion is nor limited just co fear of matched rrice cuu by 

ocher ltllen io rhe market. A dbclosure or secrec price conceuio01 to ooe buyer 

m1y lead other buyen to demand equal treatment. The result would bf 1a erosion 

of indusc.ry profits u tM prict declines to 1-:commodall other buyen or a with

drawal or price eonc:essio01 iJ:I aeneral. 

The number ud aiu distrlbutJon of buyen to the rnarkec it a siaoii.anc 

factor Wbtrt feu Of rtlaJi.atioa is 10 impotUOI matkiC tlemtnl. Where ODI Or I 

few larae buycn represent 1 lara• percent of the market, th'l arantlna of secret 

prtce concessions to thoee buyen by 1 s.eller is likely to impose sianifica.nt cosu 

(thar is, result Ia siaaiflcant ton or salca) for rhe remainina scllen. Since di.s

closure of secret price cooeeulons in this case is more likely to prompt Immediate 

reaction chan would kaowledae of price conceuioau co smaller, inslaniflcaar firrru. 
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it rollowt tl\at nth.er IW risk &tl unproritable price battle nrm.s may CtUI 

offenna conces.sioD.I. 

It iJ not in the lona-rua interest or the firm considerin& price 

concessioM to initiate price cuta which would lead to lower marktl pr ices aenenlly 

or ru1nou.s price wan. 1t knowledae or price coocwioM leads other sellers to 

reduce price acc:ordlnaly, the price·cu"ina rirm will lose the market share 

advantase it could have aalned throuab secnt price shadina. lndu.stry profiu w11l 

be lower due to the lower price Ieveii. Therefore, aivea that any prica concessioru 

will be diJc:losed, the raotl proritablt strateay iJ mort likely to be to refrain from 

offerina price conceuio01. Elirainatin& opportunities for secret action (by .1isclosina 

price, ror uample) would areatly reduce tht incentive 10 ollaopolllla 10 orrer price 

concessioru. 

IV. MARKET EVALUATION 

After reviewin& the theoretical crit'lria used by economisu to e"aluare 

market uructure with FPL personnel knowledaesble io the aru of ros,il-fuel 

rrocureraeot, I requested &Ad waa provided with C:SMDtial muket data necessary to 

analyu the market iA which FPL purchuu No. 6 fuel oil (resid). These data, 

IO&ethllr with Otbtr publlJ'*f iaformatioD, Wtrt used tO determine the SlniCIUtl of 

the market. 

A. Merl!tr S!rulwrt 

The p-oduc:t uadtr consideration it ruid and iu primary purclluers are 

utilities. FPL is located ia the Southust aad, because of iu aeoanphic:al location. 

purchuu ruid primarily from rerineriu Ja tbe Qulr Cout area or the Caribbean. 

Transportation cotu limit the market to these areu, ahhouah it may be possible to 

pick up distressed caraoa from other locations oo tht spot marke:. Other major 

purchasers of resid from the Outr Cout and Caribbean are utilities in the 
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North~ast. Ou. to the additloftal t,..ruportatioa tostl, however, utiliti., in the 

Southe~t would be uftlikely to purthue relld (rom oortheasteru rerifteriet. The 

Northeast dOH DOt have adequate renoery apac:ity to meet the demaftd lo thlc area 

aDd is, therefore, a oet importer of relicS from the Gulf Coast aod fore iao tupplien. 

Therefore, the Northeast lftd Southeast ue teparatt, but related, markets. 

FPL purchases resid lo very larae quaoliliet, wually lo barae or ship lots 

(100,000 to 200,000 barreiJ or mor~t). lo 1916, FPL ~urc:hased 2S,-460,637 barrels or 

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

to two-year) contriCll. The rem1lnder was purchawd oo the spot marker. There 

are very few buyers of raid in the marker who pure:~ quantities approac:hina the 

levels consumed by FPL. Table I shows the relative siu or purchases for the 

major c:onsumina utilities in the Southeast and the Northust. Of tlle 10 J talitau 

who had purc:hues or more thaD SOO,OOO barrtll per month for the July throuah 

September 191S period, FPL is clearly the sinal• most important buyer in terms of 

size. Only one of the other utililiet is located io the Southeast. 

The eotry requirements for ullen lA thiJ awket are substantial. 5-ellen 

mUJt b4t capable or meetloa all or th4 utility's speciric:atioDJ inc:ludlna quantity and 

quality (for eumple, IDUimum sulfur, uh and water c:ooteat). Suppllen mu.u ••ther 

reriae or &ather tAd bleod caraoa from ttrineries to l!l&lkatable s~irlc:atloDJ. 

The c:apital requirtll!tDCI ~iarcd with buildioa or buylna a refinery are 

certainly substaatial. Another viabt. option ror entry iAto lhll market would be u 

a reteller, blender or .,..der. All of theM partic:ipation levelJ would require a 

financial posilion in the oil to be sold. At this level, the entnnt would aacher 

c:araOH from refinen or ocher tnden and blend (if required) to marketable 

specifications. The primary fec:llltill requirement would be srona• rankt to hold oil 

for resale or co blend c:araoa. Auumioa the eo.,..at iattnds to se ll ro ucmries. 
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tho minimum purchase 4UIDtity would be approalmtely 100,000 to 110,000 barrels. 

This would represent one barae lot. It iJ poueble to leu. t&llk.a with aaitaton for 

blendina. The most nuible approach would be to leue a 250,000 barrel tank. This 

would accommodate two barae loads or ooe medium capacity veutl. The cost for 

250,000 barreb of leued storaae would be approximllely SO.OI per barrel per day or 

S0.30 per barrel per month. Total tank cost (asaumina full utillution) would be 

approllimately S7S,OOO per month. 

The prospective resaller would also need to have open lines of credit to 

finance oil purc:hua until payment wu r~eived from the ewtol'!"er. Auumilll the 

entrant intended to move a minimum of 1,000,000 barreiJ per month, it would be 

neceuary to finance approliiiUtely S 15,000,000 for )S to 40 dayw. 

Althouah the current barritn to entry into thia market u a reriner or 

reseller are substantial, they woul1 be evea hiaher eacept that the depreued nate 

of the oil industry hu creattd surplus refinery capacity and inc:reued the storace 

tank capacity available for leu.. The c:ost of these facilities will incru.se u the 

oil indusuy iruproves and the c:urreat surplw availability dimiJ1isha. Thus, it is 

reasonable to anticipate that future tctry coodltiona will be more, rather than less, 

restrictive. 

A oew compuy could abo ecter the market u a broker sellina sman 

c:arao lots to utilities. lD thia c:ue, the broker wollkS not have to take a financial 

p<>sltioo with the prodllCt Ltld would act a a middlemu betweea reflnen and/or 

ruellen and customen. The primary berrier to entry at thil level would be the 

need to have tstablished c:onracts with reflnen, traden and potential cuuomer1 

normally active in the market. Howevar, t11iJ may not be a very viable approach if 

an enterina company upects to make utility sales. Fo1 uample, FPL hu informed 
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me that they are btJillot to dw with 1 broker who dott aot acually hold cllle 10 

che oil bein1 sold u this would be 'ontldertd a hiah-rlsk source. 

Table 2 prueats a liat or "'rrencly a"ivo firau capable or supplyina 

ruid to the southeutero utility IDitket oa a ~atrKt bub. Thil lise represeats 

the firmJ prueacly c:apable of supply;na che souchtucera ucillcy markll. Some of 

chue ruau also supply raid to the market iA lhe Northeut. The list of pocential 

contra" supplien co FPL u somewhac shorter. For eumple, bec:alllt of che tow

sulfur requirement, Laaovcn S.A. iJ aot 1 present supplier co FPL, but could supply 

other area utiliiJes wltb lua restrlctlvt tulfur specinatioat. lqoveo rtrines 

Venetuelaa 'rude oil which hu a hiah-sulfur conteat. Othen, such u Scrauoc Oil 

and Gu Compaay and Torco Oil Comptny, sell primarily to U.S. Gulf Coast 

resellen, but could supply utilities that have lhtlr own tnruportatioo and buy io 

sufficiencly lara• quantities. Ia ita lut request for bids to supply requiremenu for 

1987 and/or 1918, FPL rt'Celvtd 12 propou.ll. Under circumstances where only 12 to 

20 firms compete for sales ira a market dominaced by a few larce purchuers. uch 

firm will ba cooeeroed with the actlou or pottociaJ reactiou of ill rivab. The 

lou of a lara• salt, such u aa FPL coatraet, would uadoubctdly have a sian•fianc 

effect oa the cuarltet share of that fina. 

Some refi111n or resellln, tbouah oot ordi!UIIly c:apeble of or willlna to 

commit the resourca aec:asary co ~Met utitiry specir~tioDJ Ia order to compete in 

tho c:oatract matltet Cor low-su!CIU' raid, may be potential spot matlttt : uppl iers. 

Table 3 lists firau In chb caceaory. The number of flrou in tl11.$ ceteaory is 1lso 

small enouah that they mu.st be aware of and c:onsidu the prk:et offered by che 

ochen in their decisionmaklnl procaa. 

The primary characteristic which d lulnaulshes ollaopolbtlc markecs it che 

incerdepeodenct of che sollen ia the market. Clearly, io view or the relat ively 
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small number oC sellen, the re.trictions oo entry and lht small number of tarae 

buyen, tltt bidt a.od prlca ofrertd by OQt fuel Oil IUpplitr will have ao tfftcl OD 

the pridna Nlicy 111d the quantity sold by the remaioina scllen. A firm wishina to 

sell resid to FPL io this market cannot laoo,. the actions or prlcioa decisions of 

other firms ud reasonably upect to profit io the lona term. 

B. EHut o( Dhcloalfl 

Jo SectiOD IJI, the rolt or di.Jcloture IDd the fiCtOn COnducive tO price

CUttfn& in oliaopolinlc ioduJirlea wu di~eusud. The analysis lodlcal.. that the 

facton which facililltt ltCrel dltcountin& lit also preltnl io lhl JOIIIhtUtern 

market for ruid. Aa dlKussed, there are cuueotly 12 to 20 firms eapable of 
supplyina resid io this market. Resellen or broken will have different cost 
structures thao refioen. The oil Industry is typically clwified .. a hlah overnead 
cost industry. Contracts for resid are lara• and infrequent. The probable nu sains 
from discouotjna are areater where orden are lara• and infrequent. lo the absence 

or public disclosure, price cooceuloOJ could reasonably bt expected to remain secret 
for at lust OCM to two yean uoder 1 lona-ttrm contract. Aod fiWJy, the upec:ed 
aains to uoderc:uttilsa the Industry pra ID a tara• buyer suc:b u FPL would be 

la rae if secrecy could bt wumed. All or lhae market characteri.ulca which are 
presto! io the soulheuttro raid market are conducive to the anouna of price 
coocessioOJ. A lim.itioa faetor, ho-ver. may bt disclosure or the lack of secrecy 

since pric• eoDC:CSSioDJ ID a tinaula.r tara• buyer tuc:h u FPL could me.a.o a 
sicnificant lou of tala for the remainioa sellen. 

The analysis or the fuea market ID which FPL compete. Indicates that 
sel lers have a strona incentive to ara111 price concessions, but are moll likely co 

an~nt them only if secrecy can be usured. 
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V, CONCLUSION 

Thoory predieU that to the tlltot ru.tl auppllll and .crvlc~ are 
purchased Ia ollaopollstlc marketJ, publlc: dlsc&oeure or dtta.iltd pricina Information 
will areatly limit opponullidll (or secret price coneesaiooa. This theory is eveo 
stronaer whea applied to I larat buyu ia rtlatloll to the aiz.t o( the market. My 
analysis or the actual market lodlcata that FPL Is 1 very lara• buyer purchaslna 
fuel oil In an ollaopoliJtlc ~n~rket where lottrdtpendtaee is a key characrerl.stlc. It 
follows thet tht Upected COII.IOQUIOCO or IIUIIt dlscloauro Of tht details or full 
rraosaccioDJ is fewer prkt co~~ecssloDJ. Price cooceuio11.1 iA futl contractl ruult 
io lower over111 electricity coat to r11epayert. Con.sequently, public disclosure is 
likely to be detrimental to f PL end IIJ r111peyen. 

PAMELA ~. CAMERON 

SworD before IDI thil 'f!'--- day o( Much, 1917 lo the District o( Columbia. 

NOTARY PUBLIC 

My commiuion upira kpf dO. /'J ~1 
J I 
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NORTHEASTERN AND SOlTTHI!AST!IN 
UTJLITIES CONSUMING APPROXIMATILY 

500,000 BARRILS PLUS PETROLEUM PER MONTH 

Number or 
Delivery Barrell 

!.ll iii l~lMIID lb ~giasa S1111 ellu:b&l'd 

(I) (2) (3) 

Florida Power aod Liabc 
Compaoy 

July I Florida 2,920,000 
Auaust 9 Florida 1,011,000 
September 9 Florida I 22M~l 

S,l02,000 

Canal Eleccric Company 
July Massac:h use Its 161,000 
AUIUSI Massac: h liSe Ill I £12~ ooo 

1,96),000 

Cencral Hudson Gas and 
Eleccric Company 

July 2 New York 902,000 
Auaust 2 N•w York 1.012,000 
September 2 New York l22 Qgg 

2.S06,000 

Commonwealth Edisoo Compaoy 
July I llllAOia ,.7,700 

Connecticut Lil)lt Uld Pont 
Compaoy 

Au1u11 3 CooDKticut 696,000 

Consolidated Edisoo Compuy or 
New York 

July 9 Ne.., York 1,220,000 
AU lUll 9 New York 141,000 
Sepcember I New York 1.!122 Qgg 

),10,000 

nera' 

IAIIL! 1 
Paae 1 of l 

Averaae 
Sulfur 

!:I!D"DI 
(Percenr) 

(4) 

0.13~ 
0.14 
0.11 

2.03 
2.09 

1.32 
1.31 
1.2) 

0.67 

0.99 

0.19 
0.29 
0.26 



NORTHIASTtRN AND SOUTHIASTIRN 
UTILITIES CONSUMING APPROXIMATELY 

500,000 BARRELS PLUS PETROLEUM !PER MONTH 

J•lr tbrouab s.,te•btr 1915 

Number of 
Delivery Barrett 

l.llilillr:£M11Dib f$1iDtl S1111 ~[S:biJISi 

(I) (l) (3) 

Florida Power Corporatioa 
July 7 Florida 730,$00 
September ' Florida ~l.S 

1,374,400 

Lona Island Liahtlaa Compafly 
July 4 New York 1,499,000 
AUIUll 4 New York 1,636,000 
Sepcember 4 New York IZZ ago 

4,007,000 

New England Power Compaay 
July 1 MasuehiiSelts S91,000 
September 2 Musaehu.setts ~l gog 

1,234,000 

Peonsyl ... ania Power aod Liaht 
Company 

July 6 PCDASYIVIJiia S06.000 
AU lUll 6 Peoosylvao..ia 1,393,000 
Sepcember 6 PeDJUyhaDla ~zggg 

2,506,000 

TOTAL 23,976,100 

IADLE 1 
P•a• l of 2 

Aver11ae 
Sulfur 

CIIDIIDI 
(Pereenc) 

(4) 

I.H' 
1.14 

2.20 
2.20 
2.30 

ISO 
2.04 

0 .91 
0.19 
0.19 

Source: U.S. Department of Eoerty, Enerty lo(onnacioo Admioilcration, Elcctds; 
Pgwer OywrleriJr:. Table 14, Third Quar1er 19U. 

n era· 



POTENTIAL SOUTHEAST R£SID :SUPPLIERS 
LONG· TERM CONTRAct'S 

lADI·Term 
TraDJponatioa 

Asai~a Cl!m~ao~ BIODU (Qwo :Ill 1..11211 
(I) (2) 

Amerada Heu Corporatloa Yes \'a 
Amoco Oil Company Yet \'u 
Apu Oil Company No Yea 
B. P. North America No Yet 
Belcher Oil Compaoy No Yet 
Challeoaer Petroleum (USA), Inc. No N.> 
Chevroo lnteroarlonaJ Oil Compaoy No Ya 
Clarendoo M11kellna. Inc. No No 
Eastern Seaboard Petroleum Company No No 
Global Petroleum Corporatioa No No 
Hill Petroleum Compaay Yes No 
Koch Fuel.s, Inc. Yet No 
Laaoven S.A. Yes Ya 
New Enaland Petroleum Company N;, No 
Petrobru (Bruil) Yet Yea 
Phibro Distributors Corpora.lloa No No 
X.llop Petroleum Company No Yet 
Seraeant Oil and Gu Compaay, lac. No No 
Stlnoes lnteroU, Inc. No No 
Sua Oil Tradina Company Yea No 
Tauber Oil Compaoy No No 
Torco Oil Company No No 

TABLE 1 

Current or 
Previout 

Sw1111111[ !!( EeL. 
(3) 

Yet 
No 
Yet 
Yet 
Yet (current) 
No 
No 
No 
No 
No 
No 
No 
No 
Yes 
No 
No 
Yet (current) 
Yet 
Yu (current) 
No 
No 
No 

Sourc:c O.ta provided by Aorida Power and Liaht Company. 

nera· 



TAl!LE J 

POnNTIAL SOUTHIAST RtSID SUPPLIERS 
SPOT MARUI 

Actjvt Comoany 

Amerada Hess Corporalloo 
Amoco Oil CocnpJDy 
Apu Oil Company 
B.P. North America 
Belcher Oil Company 
ChaJteoaer Petroleum (USA), toe. 
Chevron lnteroadooal Oil Compa4y, Inc. 
ClareodoR Marketlna, Joe. 
Eastero Seaboard Petroleum Compafty 
HiU Petroleum Compaoy 
Koch Fuels, lno. 
Laaoveo S.A. 
New Enaland Ptlroleum CompeDy 
Phibro Distributors Corpontloa 
Sc:allop Petroleum Company 
Seraeaftt Oil aDd Ou CompaDy, IRe:. 
Tauber 011 Compllly 
Tnosworld 011 (USA), IDe. 

Rcfjnor 
(I) 

Yet 
Yet 
No 
No 
No 
No 
No 
No 
No 
Yet 
Yet 
Yet 
No 
No 
No 
No 
No 
Yet 

Lona-Tercn 
TraftJporlation 
(Own C!' Lusel 

(l) 

Yet 
Yet 
Yet 
Yes 
Yea 
No 
Yet 
No 
No 
No 
No 
Yet 
No 
No 
Ya 
No 
No 
No 

Source: Data ptovk*S by Florida Power lAd Llaht Compa11y. 

n era· 



ATTACHMENT E 

BEFORE lliE 

FLORIDA PUBUC SERVICE COMMISSION 

STATE OF FLORIDA) 11 

COUNTY OF DADE ) 
AFFIDAVIT 
Docket No. 960001.£1 

Belore me. tho undersigned authonty, Eugene Ungar appeared. who being duiy sworn 

by me. sa.d and tesulioa: 

My namols Eugene Ungar: my business address Is 9250 W. Flagler Street. Miami, Florida 33t74. 

I am employed by rloftda Power & Ught Company ("FPL") as a Foreo:asllng Speclahst tn the Bustness 

Systems Department I recetved a Bachelor'l Degree In ChemiCII Engtneeung lrom Corne! Unlv.>rstty In 

1972. In 197-4, I received a Master's Degree In Business Admtntstratlon lrom tho Untversity ol Chicago 

From 1974 to 1984, I was employed by Mobil Otl Corporation where I served as a Sonlor Stolt 

CoordJnatcr and Supervisor In the Corporate Supply & Dlstnbullon Oepanment, ~ond tho Worktwtdo Roflntng 

and Mance ling Division's Strategic Supply Planning and Controler'a Depanments tn poslhons Oltncroastng 

re~ponsiblltty 

In January ol 1985, ljolned FPL as a Senior Fuel Engineer and was responsible for the tuel prtce 

lorecasung and luot·rolated planning projacts 

In January ol 1988. I wa.s gtven tne added responslblltty lor being Team Loader lor FPL's Forecast 

Revtew Board Task Team 

In September ol 1988, I was named Pnnctpal Engineer 

In June ol1989,1 was gtven the added reSf'XlnSibiltty lor the Regulatory Services Group In the Fuol 

Resources Oepprtment. 

In July or 1991, 1 was named Ptlnctpat Fuel Analyst 

In October or 1993, I was named Forecast1110 Spec~akst 

1 have rev lowed the affidavit of Or Pamela J Carr'tron, dated March 4 , 1967 The COndthons oted 

tn Or. Cameron's olhdavll. that led to he• conclusion that the market In whoch FPL buya fuel Oil l1i 

oUgopoltstic, oro 11111 true today Tho reasons lor lhla aro as toUowa· 

A. Table 1 auached hereto is an updated versiOn of Or Cameron's Table 1 showing the ralatlv" 

SilO or residual luol Oil purchases tor the mapr consuming uhltues In the Southeast end tho 



Ungar Afhdavrt 
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Northeast. Of the 4 u111r11as who had residual fuel oil purchases of mora than 6 milliOn b.~rrels 

In 1993, FPL is clearly the single largest buyer, especlaly In the Southeast 

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

and Table 3 (Spot Market Suppliers). It Identifies those firms currently capable ol supplying 

residual fuel Oil to the Southeastern utilrry market on a contract or spot bas~. Qrcumstances 

today do not require a ltllftrertlalton of supp~ers between the conuact .nd spot (one do•very 

contract) markets Since some ol these suppMrs cannot always meet FPL's suMur 

spec1ficatrons, the list of potential contract supp•ers to FPL is somewhat shoner In 1986. there 

were 23 potential fuel oil suppliers to FPL; In 1994, tllere are currentlv 29 potenual fuel oil 

suppliers. In Its current request lor bids to supply a ponlon of FPL'a fuel 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 domlnetod by a few large purchasers. 

each firm (supp~ar) will be concerned w1th the actions or potential raoctoons of 11s nvels. 

The 1nlorma110n shown 111 columns P and 0 of the 42J·1 (a) report Includes InformatiOn on the 

term1na•no and transponatlon markets and the fuel oil volume and quahty mspectrOn market In 1987, FPL 

was on~, oblo to t1nd eight qualified parties wllh an Interest In bidding termlnallng and transportation 

s.arvlces. Of those, four responded with transponatlon proposalS and SIX wuh tormlnaling proposals. Due 

to the sman demand 1n Florrda for both of these services, maillot entry IS dllllcun Consequen!ly, disclJsurer 

of this contract data is reasonably likely to rosuH In Increased !)(Ices tor tormlnalrng and rronsponotron 

serv1ces 

Petroleum rnspectron servoeas also have the rnarllet characrerrstrcs ol an oligopoly Due 10 lho 

ilm1ted number of fuellermlnal operatrons, there are correspond•ngly few roqwem9nls tor fualtnspectron 

sorv~cos In FPL's last bldd1ng process tor petroleum lnspect·on nrvlcas In 1991, only hve Quabtred brdde•s 

woro round tor FPL's brd sollcltauons. Consequently. o.sclosure of tho contraCIIIIIIInlormatlon (I.e .. pnces. 

terms and conditions) ol ihoso services would hove the same negative ofloct on FPL's ability to contracr 

lor such services u would lha dlKioaure ol 1-PL'a prices lor residual (No 8) tuot oil deUneated tn Or 

Cameron's aHidavrt. Thalts, ptJrsuant to economoe theory, disclosure of prtc.r.o ~nlormaiiOn t:ly a buyer 111 
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on ollgopobslic market Is likely to resuh In a withdrawal of price concessions to that buyer. thereby Impairing 

the buyers ability to negotiate contracts In tho future 

The adverse elloc.t ot malting InformatiOn of this nature avatlable to supp•ars IS evidenced by the 

oil Industry's reaction to pubUcatlon of FERC form 423. That form d•sclosos a dalrvered price or fuel 011. 

Because of the Importance olthts Information to fuel suppkers, sevtral services arose which r.ompjleo and 

sold this information 10 tuppUers that 1111 only too wl!llng to pay W e expect thai a similar ·collag& 

tndustry· would develop li the FPSC -423·1 (a) or423· l(b) data were made public Therefore, 1he pubbcauon 

of thiS Information wiU be made readily ava•lable to the fuel supp"""· and this wtll uhtmately act as a 

detnment to FPL's ratepayer:s. 

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

FPL as proprlet&Jy confidential business Information. Access within the company to this Information Is 

restricted. This Information has not, to the best ot my knowledge, been disclosed elsewhere Furthermore, 

pursuant to FPL's fuel contracts. FPl ls obligated to use al reasonable allons to maintain the conf>dentta") 

of the Information identified as confidential In Attachments A and C ol FPL's Request lor Sp&etfied 

Confidential Classiflctlllon. 

The prtctng Information appearing on FPL's Form 423·1(1) or 423·1(b) for which conhdenual 

classthcatoon tS sought should re~n confidential tor the umo period the contract IS In elluct. plus s•x 

months. D1sc1osurt> of prtcmg information dunng the !:OntraCI oe11od or pnor tn the negotiatiOn of a new 

contract Is reasonably likely to impair FPL's ability to negotiate futuro contracts as oesettbed above 

FPL typicany negotiates new residual (No. 6) fuel oil contracts and fuel related services contracts. 

prior to the end of exlsllng contracts. However, on occasion some contract nego•iallons are not linal&.ted 

unhl alter the end ot the contract perloo ot elllsttng contracts In those Instances. the new contracts are 

typjcaUy r!!gotiated wtthtn the next sO. months Consequently, 11 IS necess&Jy to mwntaJn the conlldenttakty 

otthe Information Identified as contldenllaf on FPL'5 Form 423·t (a) or 423· 1(b)tor six months altor tho end 

of the Individual contract period the Information relates to. 

Wtth respect to residual (No 6) fuel on pr•ce InformatiOn on the Form 423·1{8) or 423· 1{b) tor 011 

that was not purchased pursuant to an already exiSt•ng contract, and the terms ot the agreement under 
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wh1ch such fuel ollls purchased aro futflll&d upon delivery, FPL requests tho pro co Information ldontifled as 

confidential In Attachments A and c of FPL's Req.,est for Specified Confidential Classification be kopt 

confidanllat for a period of six months alter the dekvery Six months Is the minimum amount ot t•mo 

nocessaty lor conlldenllakty of these types or purchases to alow FPL to ubllze Its martcet ptesence on 

gaining prtce concessions clunng seasonal fluctuations In the demand tor residual (No. 6) fuel ott 

D1sc:osuro of this Information any sooner than six months alter completion of tho transaction Is ·oosonably 

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

In summary. It Is my op.nion that the COnd1hons oted by Dr. Cameron 1n her affidavit are sh vakd. 

and that the markets In which FPL buys ruelotl, and fuel oil related sorvtces, ore ollgopolosuc. 

In addition, this alfldavlt Is In support ot FPL's Request tor Conlklantlal CIUsiflcatlon of No 2 tuol 

oil price informatiOn found on FPL's Form 423·1 (a). Tha No. 2 fuel olllnlormatlon ldontlfl&d on Auachments 

A and C in FPL's Request lor Confidential Ctassolicatlon Is prop~latary confidential business Information as 

that term Is defined In §366.093. F .S. As such. disclosure or this contractutl data would Impair FPL's obit1ty 

to contract lor No. 2 fuel oll on favorable terms 1n the future. 

No. 2 fuel ollls purchased through n bidding process. At tho request of the No. 2 fuel on suppliers. 

FPL h'ls agreed to not publicly c:flscloso any suppUer"s bid. This non-disclosure agreement ptotects both 

FPL's ratepayers. and tho bidd.ng supp•afl. As to FPL's ratepayers. tho non·pub!te blddmg poc&dura 

provides FPL w1th a gteatar vartatton 111 the range of bds that would otherwt~B nor bo available If lho bods. 

or tho wmnlno bid by ttsalf, waro publicly disclosed With public disclosure of tho No. 2 fuel oil pt1cos found 

on FPL's Form 423·1(0), lhe bids would narrow to a closer range around the lost wlnnlnu bid etimlnotmg 

lhe possiblilly that one suppuer might, basod on his econom1c s"uaUon. come In subslanllally lower than 

tho other supp~ers Nondisclosure lilcewose proteC's tho suppl•ers from divulging Gny economic advantage 

that suppher may have tht>l lhe others have nol doscovereo 

The No 2 .uat oil pricing InformatiOn appeertng on FPL'II Form 423· 1(8), for which conhdantlal 

classification 15 sought, should remain confldontlal for lhe limo period lhe contract Is In elfoct, pfus s1x 

months Disclosure of l)f1clng Information during tho contract period or prior lo the negotiation ol a ne·v 

contract 1s rea3onably likely to IITlpalr FPL's abl~ly ro negotaale future contracts as dascnbed above 
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FPltypical y negollates Its No. 2 fuel oil contracts prior to the end of such cor.tracts. However. on 

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

Instances the contracts are typlcaUy renegotiated within six months. Consequently. It Is necessary to 

maintain tho conffdentlakty ol the Information Ida nUlled as conl lclentiat on FPL'a Form •23· 1 (a) for six 

months alter the end ol the 11\dJYidual contract perlocl the Information relates to Disclosure ol this 

1nforma11on any soonar than six month>. attar completion ot the transaction Is reasonably likely to 1mpa11 

FPL s abllrty to negotiate such contracts 

Funher afllant sayeth naught. 

State of Flonda 

County ot Dade 

) 
) ss 
) 

/.') ,A 
Tho foregoing instrument was acknowledged before me this __ day ol February. 19961n Dade 

County, Florida by Eugene Ungar, who is personally known to me and who did taka an oath. 

Name of Notary 

Serial Number 

No~ry _____________________ __ 

Public Tlllt 



Source 

TABI E I 

NORTHEASTERN AND SOUTHEASTERN 
UTIUTIES PURCHASING APPROXIMATELY 

6 MILUON BARRELS PLUS PETROLEUM IN 1993 

IJ!IIy!MIIf lfh 

Florida Power & Ugh! 
Company 

Canal Electric Company 

Florida Power CorporatiOn 

Lono Island Lighting 
Company 

Ave111ge 
Su1tur 

State BalD II eont1m 
(000) (Percent) 

Florida 37,902 1.57 

Massachuslllltl 7,888 1.54 

Florida 10,788 1.85 

New York 9,747 0 .90 

U S Department ol Energy, Energy InformatiOn 
Admimstratoon. Elac!dc P@9! Mpothtv Aprol !991,Table 

65. 



TABLE 2 

POTENTIAL SOUTHEAST RESID SUPPUERS 

AcUye Cpmpany 

Amerada Hess Corp. 
BP North America 
Chevron IOJernatlonal Oll Co. 
Clarendon Marketing, Inc. 
Clark Oil Trading Company 
Coastal Fuels Marketing, Inc. 
Enjal lnc. 
Global Petroleum Company 
In lernor Trade, Inc. (Brazil) 
John w. Stone 011 Dist. 
Koch FuelS 
Kerr McGee 
Las Energy Corp. 
Lyondoll Petrochemical Co. 
M atanegeDschal1 Corp. 
Northeast Petroleum 
Petrobras 
Petro lea 
Phlbro Energy Inc. 
R1o Energy lntorna!lonal 
Stewart Petroleum Corp. 
Slinnes lnteroll, Inc. 
Sun 011 Trad10g Company 
Tauber 011 Company 
Texaco 
Tosco Oil Company 
Transworld 011 USA 
Trintoc 
Vito! S A. Inc. 

YES 
YES 
NO 
NO 
NO 
NO 
NO 
NO 
YES 
NO 
YES 
YES 
NO 
YES 
NO 
NO 
YES 
NO 
NO 
NO 
NO 
NO 
YES 
NO 
YES 
YES 
YES 
YES 
NO 

Previous 
Supplier of FPL 

ContracVSoot 

YESIYES 
YESIYES 
NOIYES 
YES/YES 
NO/YES 
YES/YES 
YES/YES 
NO/YES 
NO/NO 
NO/NO 
NO/YES 
NO/YES 
NO/YES 
NOINO 
NO/NO 
NO/NO 
NO/NO 
NO/YES 
NO/YES 
YES/YES 
NO/NO 
YESIYES 
NO/NO 
NO/YES 
NO/YES 
NO/YES 
NO/NO 
NO/NO 
NO/YES 

Source: Data provided by Florida Power & Light Company (f.tlruary I, 1996) 

Hoc.: I) Thb tabk _...... •• tlw Ust for both contract and spor aupp!Mrl (T.W. 1 & T.W. l) 



CERTIFICATE OF SERVICE 

I R!REDY CERTIVY that a true and correct copy ot Florida Power 
& Light Company's "Request tor Confidential Clasaitication of 
Certain In!o1"1'!ation Reported on the Commisaion' s Form 423-1 (e)" tor 
December 1995 was forwarded to the Florida Public Service 
Commission via Airborne Express, and copioa ot tho Request tor 
Confidential Clasaitication without Attachment A wore mailed to the 
individuals listed below, all on this 14th day ot February, 1996. 

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

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

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

G. Edison Holland, Esquire 
Boggs & Lane 
P. o. Box 12950 
Ponoacola, FL 32576 

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

Robert s . Goldman, Esquire 
Vickers, Caparello, French & Madsen 
P. 0. Box Drawer 1876 
Tallahassee, FL 32302 

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

Jack Shreve, Esquire 
Robert Langford, Esquire 
Ottice of Public Counsel 
624 Fuller Warren Building 
202 Blount Street 
Tallahassee, PL 32301 

Lee L. Wills, Esquire 
James D. Beasley, Esquire 
Ausley, McMullen, McGehee 

Carothers & Proctor 
P. 0. BoX 391 
Tallahassoo, FL 32302 

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

James 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 
Washington, o . c . 20004 

Occidental Chemical Corporation 
Energy Group 
P. o. Box e09050 
Dallas,TX 75380-9050 

Josephine Howard Statrord 
Assistant City Attorney 
315 East Kennedy Blvd. 
Tampa, PL 3361!1 

U.J1du~-
oavid L. smith 



M E M 0 R A N D U H 

February 15. 1996 

TO: DIVISION OF APPEALS 
DIVISION OF AUDITING AND FINANCIAL ANALYSIS 
DIVISION OF COMMUNICATIONS 

-XX_ DIVISION OF ELECTRIC AND GAS 
DIVISION OF RESEARCH 
DIVISION OF WATER AND WASTEWATER 
DIVISION OF LEGAL SERVTCES 

FROM : DIVISION OF RECORDS AND REPORTING (WILLIAMS) 

RE: CONFIDENTIALI TY OF CERTAIN INFORMATION 

DOCUMENT NO: xO~l~l~l&§-~$~6~~--------------------------------

DESCRIPTION: Forms 423-1 Cal for month of 12/95 

SOURCE: fLQRIDA PQHIR AND LIGHT COKfANX 

DOCKET NO. : _z9~60~0x0•1=-•l•l~-----------------------------------

The above material was received with a request for 
confidentiality (attached). Please prepare a r ecommendation for 
Lhc attorney assigned to the case by completing tho section below 
and forwarding a copy of this memorandum, together with a brief 
memorandum supporting your recommendation , to tho attorney. Copies 
of your rec~mmcndaLion should also be provided to tho Division of 
Records and Reporting and to the Division of Appoalo. 

Please read each of the following and chock if applicable. 

The document(s) is (are), in fact, what the utility asserts 
it (them) to be. 




