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AIRBORNE EXPRESS 

November 16, 1995 

Ms. Blanca s . Bayo, Director 
Division of Re cords and Reporting 
Florida Public Service Commission 
Betty Easley Conference Center 
2540 Shumard Oak Boulevard 
Tallahassee, FL J2J99 - 0850 

Re: Docket No. 950001-BI 

Dear Ms. Bayo: 

Enclosed f or filing with the Commiss ion in Docket No. 950001-EI are 
the original and fifteen copies of FPLrs Request for Confidential 
Class ification of Certain Information Reported on the CoMmission•~ 
Form 423-1(a) for the month of September 1995. The original is 
accompan ied by Attachments A, B, c, D and E. Please note that 
At tac hment 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, 0 and E. 

I f you have any questions regarding this transmittal or t ho 
information filed herewith, you may contact me at (305) 552- 3924. 

'
t ly yours, 

~ Smitlt::: ~ ;,.,·, , { ·~ 
Senior Attorney - c • i •i 
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~LORIDA PUBLIC 8BRVXC• COXKISSIOK 

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

) 
) 
) 

Docket No. 950001- Er 

_______________________________ ) 

UQOB8'1' I'OR CODXDDrl'IAL 
CLABSUI:O'fiOW 0~ cmt'l'AI• IJirORD'fiOW 

UPOR'l'BD OW '1'D COJIIXI88I011'8 J'OJUI 42S- 1(a) 

Pursuant to §366.093, F. S . (1993) and Rule 25-22. 006, Florida 

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

files with the Florida Public Service Coamiasion ("Commission") 

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

certain information reported on PPL's September 1995 423-l(a) Fuel 

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

states: 

1. FPL seeks clAssification of the inroraation specified as 

proprietary confidential business inforaation pursuant to § 366. 093, 

F.s. (1993), which provides in pertinent part, as follows: 

(1) • • • Upon requ .. t ot the public utility or 
other person, any recorda received by the coii.IDisaion 
whJ.ch are shown and found by the co-iaaion to be 
proprietary confidential business inforaation shall b~ 
kept confidential and shall be exeapt fro• •· 119.07(1). 

* • * 
(3 ) • • • Proprietary confidential buain••• intormn tion 

inc ludea , but i• not liaited to: 

11484 NOVI7:f: 
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* • * 
(d) Information concerninq bida or other contractual 

data, the disclosure of which would iapair the efforts of the 
public utility or its affiliate• to contract for goods or 
services on favorable teras. 

2 . In applying the statutory standards delineated above in 

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

public disclosure relative to the intereata of utility customers. 

The i!'sue presented to the Co .. ission, by thia FPL Request, \ s 

whether the information sought to be protected fits within the 

statutory definitions of proprietary confidential business 

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

information is found by the Commission to tit within the statuto~} 

definitions, than it should be claaaified aa confident ial, bo 

treated in acco~dance with Rule 25-22.006, F.A.C. and be exempt 

from §119 . 07(1), F.S. (1993). 

3. To establish that material i• proprietary confidential 

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

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

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

utility to contract for goods or service• on favorable terms. The 

Commission has previously recoqnized that thia latter requirement 

does not necessitate the ahovinq of actual iapairment or the more 

demanding standard of actual adverae reaulta; instead, it mu£t 

simply be shown that disclosure is •raaaonably likely" to impair a 

utility ' s contractirg for goods or service• on favorable terms. 

2 



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

4. Attached to this Request and incorporated herein by 

reference are the following docum.ent.s: 

Attachment A 

Attachment B 

Attachment C 

Attachment 0 

Attachment E 

A copy of FPL's September 1995 Form 423-l(a) with 
t .he information for which FPL seeks confidential 
classification highlighted. This document is to be 
treated as confidential. 

An edited copy of FPL's septeaber 1995 Form 423-
1 (a) with the information tor which FPL seeks 
confidential classification edited out . This 
docllllient may be made public. 

A line-by-line justification aatrix identifying 
each item on FPL's Form 423-l (a) for which 
confidential classification is sought, along with a 
written explanation d .. onstrating that the 
information is (1) contractual data, and (2) the 
disclosure of which would iapair the efforts of FPL 
to contract for goods or services on favorable 
terms . 

An affidavit of Or. Poela Ca11eron. Or . Cameron ' s 
affidavit was previously filed with FPL ' s original 
"Request for Confidential Classification of certain 
Information Reported on the Commiss ion ' s Form 423-
l(a)• on March 5, 1987 , in a predecessor of this 
docket . It is refiled with this Request for the 
convenience of the co-ission. Attachment E 
updates or. Cameron's affidavit. 

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 ~rongs are 

conclusively established by the facts presented in the affidavits 

appended hereto as Attachments 0 and E. Firat, the ident i fied 
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information is contractual data. Second, disclosure of the 

information is reasonabl y likely t o impair FPL's ability to 

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

and E. 

6. FPL seeks confidential classification of the per-barrel 

i nvoice prices of No. 2 and No. 6 fuel oil, and related 

informat ion, the per-barrel terainaling and transportation charges, 

and the per-barrel petroleum inspection char<Jes del ineate1 on FPL' s 

Form 423-1 (a) Fuel Report as more specifically identified by 

Attachments A and c . 

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

which FPL seeke t o protoct is easily de•onatrated once one 

understands the nature of the .arket in which FPL as a buyer must 

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

States is an oligopolistic market. See Cameron and Ungar 

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

c ontractual prices and terms in an oligopolistic ma~ket, a buyer 

must not disc l ose price concessions provided by any given supplier. 

Due to its significant presence in the .arket tor No. 6 fuel oil, 

FPL i s a buyer who is r easonably likely to obtain prices a nd terms 

not available to other buyers. Therefore, disclosure of such 

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

r e asonably likely t o increase the price at whioh FPL can contr ac t 

for No. 6 f uel oil i n the future . Again eee camer on and Unga r 
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affidavits, Attachments D and E. 

8. The economic principles discussed in paragraph 7 above and 

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

FPL's contractual data relating to terainalinq and transportation 

charges, and petroleum inspection services as described in Eugene 

Ungar ' s affidavit, Attachment E. 

9. PPL requests that the co .. ission make two findings with 

respect to the No. 6 fuel oil information identified as 

confidential in Attachments C and D: 

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

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

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

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

10. Tho confidential natura of the No . 2 fuel oil 

information, identified in Att~chments A and Cas confidential, is 

i nherent i n the bidding process used to procure No. 2 fuel oil. 

Without confidential classification of the p~ioes FPL pays for No. 

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

5 



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

converge on the last reported public price, thereby reducing the 

probability that one supplier will wubstantially underbid the other 

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

Ungar affidavit, Attachment E. Consequently, disc losure i s 

reasonably likely to impair FPL's ability to negotiate f uture No. 

2 fuel oil contracts. 

11. FPL requests that the Comaission aake two findings with 

respect to the No. 2 fuel oil information ident i tied a s 

confidential in Attachments A and C: 

(a) That the No. 2 fuel oil data identified are 
contractual data; 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 bidd i ng 
process through which PPL obtaina No. 2 fuel oil is 
not reasonably expected to provide the lowest bids 
possible if disclosure of the last winning bia is, 
in effect, made public through disclosure of FPL's 
Form 423-l(a). 

12. Additionally, FPL believes the iaportance of thes e data 

to suppliers in the fue l market is d .. onstrated by the blossCJming 

of publications which provide utility-reported fuel data from FERC 

Form 423. The disclosure of the information sought t o be protected 

herein may create a cottage industry of desktop publishers r eady t o 

serve the markets herein identified. 

13. FPL requests that the information t or wh ich FPL seeks 

conf i dential clas3 ification not be declassified until t l•e dat e s 
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specified in Attachaent c. The tia• periods requested a re 

necessary to allow FPL to utilize its aarket presence in 

negotiating f uture contracts. Disclosure prior to the identified 

date of declassification would iw.p.t.air FPL' • 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 the best of FPL's knowledge and belief, 

otherwise been publicly d isclosed. 

WHEREFORE, FPL respectful l y requests that the Commission 

c lassify as confidential inforaation the intoraation ident i fied in 

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

1 (a) . 

Dated November 16, 1995 

7 

Respectfully submitted, 
(.._ 

Senior Attorney 
Florida Power ' 
9250 w. FlaCJler 
Miaai, Florida 
(305) 552-3924 
Florida Bar No . 

Light Company 
Street, 16514 
33174 

04 7 3499 
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ATTACHMENT C 

Docket No. 950001-EI 
November, 1995 

Justification for Confidentiality for September, 1995 Report: 

FORM UNE(S) COWMN RADON ALE 

423-1 (a) 2 - 26 H (1) 

423-1 (a) 2- 26 (2) 

423-1 (a) 2 - 26 J (2) . (3) 

423-1 (a) 2 - 26 K (2) 

423-1 (a) 2- 26 L (2) 

423-1 (a) 2 - 26 M (2), (4) 

423-1 (a) 2- 26 N (2). (5) 

423-1 (a) 2 - 26 p (6 ), (7) 

423-1 (a) 2- 26 a (6), (7) 

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

---------------------. --------· -·-·------ Rationale for contldentlaUty: 

( 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. Tile 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 individual supplier's price with the market 

quote for that date of delivery and tnereby determine the contract pricing formula 
between FPL and that supplier. 

Contract pricing formulas generally contaln 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 o f 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 competi tors. 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 presencb 
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 Ylith FPL's Request for Confidential 
Classification which discusses the pricing tendencies of an olfgopolfstic market and 
the factual circumstances which Identify the No. 6 fuel oil market as an ollgopolistic 
market In the Southeastern United States. A8 Dr. Cameron's affidavit discusses, 
price concessions in an ollgopolistic 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 natura 
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 impa1r FPL's ability to negotiate price concessions in future No. 
6 fuel oil contracts. 

(2) The contract data found In Columns I through N are an algebraic function of 
column H. That is, the publication of these columns together, or Independently, 
could allow a supplier to derive the Invoice price of oil. 

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

(5) This column is as important as H from a confidentiality standpoint because of the 
relatively few times that there are quality or discount adjustments. That Is, column 
N will equal column H most of the time. Consequently, It needs to be protected 
for the same reasons as set forth in paragraph (1). 

(6) This column Is used to mask the deUvered price of fuel such that the Invoice or 
effective pnce of fuel cannot be determined. Columns P and 0 are alge!:lra1c 
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 



m Terminating and !ransportation services In Aorlda tend to have the same. if not 

more severe, oligopolistic attributes of fuel oil suppliers. In 1987, FPL was only 

able to find eight qualified parties with an Interest In bidding either or both of these 

services. Of these, four responded with transportation proposals and six wi th 

terminaling proposals. Due to the small demand in Aorida 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 market characteristics of an oligopoly. 

Due to the limited number of fuel terminal operations, there are correspondingly 

few requirements for fuel inspection services. In FPL's last bidding process for 

petroleum Inspection services, only slx 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 contractuai lnformaUon 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. 

2 fuel oil per b~rel 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 dlacloae 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 publlcly dlsclo~ed. With public disclosure 

of the No. 2 fuel oil prices found on FPL's Form 423-1 (a), the bids would narrow 

to a closer range around the last winning bid eliminating the possibility that one 

supplier might, based on his economic situation, come In substantially lower than 

the other suppliers. Non-disclosure likewise protects the suppliers from divulging 

any economic advantage that supplier may have that the others have not 

discovered. 

3 



.......... - ........ ................. .................... ........... _. ....... -..... -.. -------
Date of Oeclasstfication: 

FORM UNECSl COLUMN ~ 

423-1 (a) 2 - 5 H -N 06130196 

423-1 (a) 6 - 9 H -N 05/31/96 

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

423-1 (a) 11 - 26 H-N 03131/96 

423-1 (a) 2- 26 p 03131/99 

423-1 (a) 2- 26 a 06/30/96 

423-1 (a) 1 H, I, K, L, N, A 12131195 

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 servir.cs 
identified on Form 423-1(a) or 423-1(b) were purchased. 

Disclosure of pricing information during tile 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 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 col"tract period. In those Instances. the 
cor tracts are typically renegotiated within six months. Consequently, it is necessary to 
ma.ntain the confidentiality of the information Identified as confidential on FPL's Form 
423-1 (a) or 423-1 (b) for six months after the end of the Individual contract period the 
information relates to. 

With respect to No. 6 fuel oil price information on the Form 423·1 (a) or 423·1 (b) for 011 

that was not purchased pursuant to an already existing contract, and the terms of th& 
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 sht months after 
the delivery. Six months is the minimum amount of time necessary for confidentiality of 
these types of purchases to Allow FPL to utilize Its market presence In gaining price 
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concessions during seasonal fluctuaUons In the demand for No. 6 fuel oil. Disclosure ol 
this information any sooner than six months after completion of the transaction 1s 

reasonably likely to Impair FPL's ability to negoUate 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 negotlaUon 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 
ot the individual contract period the Information relates to. 
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' . 
ATTACHW BNT 0 

BEFOR! THI 

FLORIDA PUBLIC SERVICE COMMISSION 

) 
DISTRICT OF COLUMBIA ) u 

) 

AFnDAVIT 
Docllel Ne. 170001-£1 

Before me, the undersia~~ad euthorlty, Pamela J. Cameron appeared, who 

beina duly sworn by me, said and testified: 

I. INTRODUCTION 

My name is Pamela J. Camero~t; my busl~eu adc1reu is 1100 M Street , 

N.W., Suite 600 South, Wa.shinaton, D.C. 20036. I am employed by the Nat ional 

Economic Resurch Associates, loc:. (NERA) u a S.alor Analyst. I received my B.S. 

in Busineu Administration from Tuu Tech Ualvenlty in 1973, my M.A. in 

economies from the University of Oklalloma Ia 1976 aad my Ph.D. in Economics 

from the U niversity of Oklahoma ia 191S. My major f1elda of 11\ldy have been 

loduuria.l Oraaoiut ioo, Public: Flunce aad Eco~IUtllcs. 

Since 1912, I have bela employed by economic a.od retulatory consull ina 

firm.s provid ina service~ retati.Da to utility rttvlatloe. I have directed numero~n 

pro jec:u inc:ludiaa awket ualysil. au sequbltlol &ad COiltflet oeaotiaiioo, and 

alternative fuels evaluation. 

I have been a.sked by Aorlda Power I.Dd Li&bt Compa.oy (FPL) to evaluate 

the market in whlc:b FPL buys fuel oU I.Dd to dewnaloe what Impact. if any, public: 

disclosure of certain fuel transaction data is likely to have oa FPL and iu: 
ratepayers. Specifically, the data I wUI addrta la the deta it.d price inform11ion 

reported on Florida Public Service Commi.ssloa Form 423t. 
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The i mpa~t of public; dbclosuA o( price iAI'oraaatJoo depeodJ oo the 

structure or the ma.rket.a iavolvtd. 1D the Collowiftl MCtJou t dbcuaa the e<onomic 

framework for evaluatin& the llrUCtllte o( aaatket.a, tM role Of diJciOIUre io 

oliaopoli.stic market.a aod review the circuautuca or FPL'a fuel oil purchase! usina 

tllis framework. The Ciaal sectioo summariua my cooclualoGI. 

IJ. THE ECONOMIC THEORY OF MARKETS 

Ecoaomic theory predlct.a that the behavW, o( lodividual firms and the 

consequent market performance will be detennioed lar&ely by the struct\lle of the 

relevant market. The structure or markets raaae from hiahly competitive to virtual 

monopoly dependina upon such (acton u the number and siu or firms io the 

market, the heteroaeneity or products and dlstributloa clwloeb, the east with 

which firms cao eater and leave the market, aad the dearu to which firms and 

consumen possess informat loa about tht prices and products. 

Usina these four buic criteria or characteristics, eeoaomisu d iuinauish 

competitive, oliaopolist lc and mooopo!lstk: markett. For eumple, a competit ive 

market is Chll'lcteriz.ed by the rollowloa: (I) nnu prodiiCI I bomoaeoeoUJ product; 

(2) there are maay buyen ud seUen to that AMI or ptucllua or each are sma!l 

io reLatioo to the total market; (3) IDtry Into or u.it from the cnarket iJ oot 

constrained by eeooomic: or ltpl burien; and (4) r1nDI ud cocuumen have aood 

information reaardio& alternatlve produc:tt and the prd at whl~b they are 

available. Uader these cin:um.staocu hsdlvidual. buyera ud sellen have only an 

imperceptible innuence oa the market prk:e or the aetloat of othen iu the market. 

Elch buyer and seller acts lodepeodeotly since thole aetloDI will not affect the 

market outcome. 

Ao oliaopolbtie :odustry it Olle ln which tM oumbu ot selle~ iJ Jmall 

enouah for the act ivit ies or selltn to affect tad~ other. Owlan Ia the output or 
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the price of one firm will aHec:t the amounts whlcb other sellers eu seU and the 

pricu that they can charao. Ollaopolistic industrill may sell either differentiated 

or homoaeneous products and are usually chancterized by hiah barriers to entry . 

Bec;~use of the interdependellet of supptitrt, tht tlttot 1o which tMy are in(orm!!d 

with mpect to the actioos of other parties io the market wlll affect their behavior 

and the performance of the market. 

A monopolistic market ia one in which a sinale seller cootrola both the 

price and output of a product for which there are no close subttltuta. There are 

also sianificant barr iers to preveot others from eallrioa the market. In this 

instance, the seller knows the detailt of each tnnuction and there is no clear 

advantaae to the buyer in keepina these detailt confldeotial. 

It is clear even from thu brief ditcllllioD that a dttermlnaclon of the 

likely effect of the disclosure or the terms and coodltlolll or trantaclions depends 

on the type of market invol·1ed. In detenninlna the structure or FPL's fuel oil 

market, I have reviewed the sellers and buyers opentJna in these markets, the 

homoaeneity of the product, the factors aoverlllaa e11try or uit from the markeu 

and the role of informatica. The review iDdlcatea tbat the fMI oU market io which 

utilit ies in the Southeut purchase suppli• Ia ollaopol.lstlc. That Ia, the aetlol!i of 

one firm will affect tbe pric:iDa ud output dec:l:aiou ot other sellers. The 

interdeP' ndtDQ amona fuel oiJ suppllen ia compouaded by the presence io the 

market or a few very lar11 purchasers, such u FPL. The followina sect.ioDS 

describe thO details of an elabontioo of the COnsequtDCet Of traUacdon disclosure 

in this type of market, my market evaluation and my c:ooclusiou. 
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Ill. EFFECT OF DISCLOSURE IN OLIGOPOLimC MARKUS 

A brief revisw of the role that secrtc:y plays in oliaopoly theory as 

helpful in uodentaodina the pricioa polkla or ollaopoliJtl ~nd the predicted impact 

0 11 fuel COStl. 

Ao oliaopolistic market Stnletllte is chancteriz.ed by competition or 

rivalry amooa the few, but the oumbtr or C1nu in a market does not determine 

conclusively how the market Cunctiooa. Ia the cue or oUaopoly, a number of 

outcomes are possible dependiJia upon 1M dtaree to whkh the ~irma act either as 

rivals or u coopenton. Seller~ have a commoa aroup iottrtat io keepina pr ices 

hiah, but have a coonict or inttr .. t with rts~t to DWktt shan. 

The manaaemeo~ of ollaopolbtlc firma recoaniza that, aiven their mutual 

interdependence, profiu will be hi&her whea cooperative policies are pursued th3n 

when each firm acu only in its own narrow Mlf-lntertst. If firma are offf' red the 

opportunity 10 collude, oliaopolisdc markets will lend to exhibit a tendency toward 

the muimiution of collective proCila (the prlcioa behavior associ11ed with 

monopoly). However, coordinatioa or pric:iJia policla to mulmize joint profiu iJ 

not easy, especially where cost IJid matket ahan diCCenoca lead to conOictina 

price aod output prefereoc:ee amoaa Cln111. Coordioatloa is considerably less 

d irficull wbeo oliaOCIOiisll cu COIIlGIUDlcate opeoly aDd Creely. But tbe antitrwt 

laws, which an cooceroed with inhlbltlaa moii09C)Iy priciJia, make oven coopcrllion 

unlawful. Then an, however, Jubtle ways of coordloatloa prkina d«isioru which 

a e both leaaJ IJid potentially effective If dbc:ipiiM cu be malota!Md. 

One means of coordinatiJia behavior without ruruilila aloul or the law is 

price leadership. Price leadenhlp cao aeoerally be viewed u a public sianal by 

firms of the chanaes in their quoted prices. It eacll firm kDOWI that ill price cuu 

will be Quickly matched by iu rivaiJ, it wiiJ have muc:b lUI iJaetDtlvt to make them. 
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By the same Joak:. e~eb sup,Jier k.oows Ulat ita rivab "" 1usuia a hiahcr price 

quote only if other firm~ follow with matcPiina prica. 

Focal point prlc iot il UIOthtr uample of oliaopolinic pricina that ~ llows 

coordination without violatlnt tht utltnast laws. Here, sellers tend to ad here to 

accepted focal point& or taraea such u a publicly posled price. By seuina its 

pr ice at some focal point, a firm tacitJy tncouraa• rivalt to follow suit without 

undercuuina. The posted price published for various aradu or fuel oi l by rea ion 

would serve u • focal point for that artt. Other typa or focal points iaclude 

manufacture assoc:iat ioa.a' published list prica or aovtrDment-s.t ceilina price1. By 

adherina 10 these lccepted taraeta, coordiutloo is fiCilitated and price warfare is 

d iscouraaed. 

While oliaopolist1 have ioc,truj~ to cooperate lo maintainina pr ices 

above the competitive level, there art abo dlvlslvt forcn. There are sever11 

condi tions which limit the likelihood and errectivtneu or coordination. all of which 

are related to the ability or a sinalt firm to offer prk:t conceuions without fear of 

retal iatioa . They include: (I) a siplfkut oumbtr of selltn:; (2) heteroaeneity of 

products; (3) hip overhead cotta coupled with advtne busiMU conditioM; (~ ) 

lumpineu and i nfreq~teocy in tht purch&M o( produces; and (S) secrtcy and rtt~lia 

tion laas. 

A. Dt Nj!!•lltr ... Sly of FJrw 

Tht stn~etural dimeiUioo with the IDOit obvious inOuenct on coordination 

is the number I.Dcl siu distributiOD Of firma Ia the ID&IUt. Tht areettr the number 

or sellen in a rnarkll, everytlilila tiM tht sam., tht mote difficult it is to maintain 

a noncompetit ive or above- cosr pri.ct. AI the oumbtr of firiN incre~KJ and the 

market share of each declina, firms art iocreulnaty apt to ianore the effect of 

their pricin& and OutpUt decisions OD tht ICtioa.a Of Olfttr firau. fa additiOD, U the 
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number of ritmJ increases, the probability lncr..... that It le&at ODe f irm will have 

lower thaa averaat costs aCid ID aurwivt prlcilll policy. Therefore, an oliaopoliJ t 

in an industry or 15 firms is more likely to orrer secret diJcou.lts and less like ly to 

be d iscovered thlD 10 Oliaopolist io ID iadustry O( ollly tbrtt fir1DI. 

B. Prodycl Htltroune!Jx 

tr products were tnaly bomoatoeoua or perfect substitutes in the 

consumer's miad, price would be the oaly vulablt with which firms could compete. 

This reduces the task or coordloatlaa. for nnDI muat cocuider only the price 

dimension. Whu prod11C" are d ifftrtatlated, the turns of rivalry become 

multidimensional and cocuiderably more complu. 

C. Owhu4 Cgata 

The ability or oliaopolists to coordlutt it arrtc:ttd in • var iety of ways 

by cost conditions. Generally, the areattr the differences in cost structures 

between firms, the more troub.. the rttm~ will btve maintaiaiaa a common price 

policy. There is also evidenct that indusulel cbancttrlz.td by hiah overhead com 

are particular ly susceptible to priciDI clltcipllot brtaJuSowu wheD a decline in 

demand forces the ladustry to operate below C8111City. The industry chancttriu d 

by hiah f ixed costs sutren mort wbta dtiiWld la depressed because of stroos 

inducernenta toward price-cuttiJII aDd ~ lo-.r noor (rn~t~ID&J cost) to price 

decreases. (Price-cuulaa wW be checked at blaher prlctt whu maralnaJ casu are 

hiah and fixed costs are relatively low.) 

D. Lymp!ntn an4 l1frtgutnn of Onlrn 

Profitable tacit collusion II mort likely whee arden are SO'\all, fr equent 

and reaular, since dttectioD and retaliatioa are euiu under these ci rcumstances. 

Any decision to undercut a price on which Industry members have tacitly aarecd 

requi res • balancina or probab.. aaiDJ •••hu t tbt likely cotta. The aaia (rom 
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cutt ina the price derives (rom the lnc,.IMd probability or securina a profitable 

order and laraer sh.,. or the market. Tile coat atisa f rom the iocreue4 

probabil ity of rival reaction.s dr ivina dowD the lt~l of ruture prices and, therefore, 

f uture profiu. The probable aal nJ will obviously be laratr when tht order 11 stake 

i.s larae. Also, lht amouDI or ioformatloD a firm coaveys about Its pricina urateay 

co ocher firms in the market incrn.ses with the aumbtr or tnDJacclona or price 

quotes. Clearly, the less frequently orders are placed, the leu likely detec tion 

would be. 

£ . Sscrcsx an4 Bt!alia!lot La11 

The lonaer the adverM conttqueoces or rl,._. retallatloa can be delayedr, 

the more attract ive undercuttina the accepted price stniCture becomes. One means 

of foresta llina reta liation is to arant secret prkt cuta. If price is above mara inal 

cost and if pr ice conceuiona can reasonably be upteted to remain secret, oliaopo

lisu have the incentive 10 enaaat in secret price shadlna. 

Fear of retal iation it not limited just to fat or matched price cuu by 

other sellers in tht market. A t isclosure o( secret p~ice c:oncettioDJ 10 oat buyer 

may lead other buytn to d.tmaJid .caw ttutiDtDL The result wo11-ld be an erosion 

of ind umy profita u the price dtciiMS to accom!DOdaa. other buyers or a with

drawal of price conceuioaa LD aeaeral. 

The aumber u dl size d!Jttlbutioa of buyen iA the nwket it a siaoif icaot 

factor where fear of retaJiatioa is aD importaDt market tltmeat. Where oat or a 

few larae buyen repraeDI a larae l)ttc'lllt or the market, tht lriJIIiDI of ~ret 

price concessiona 10 lbOM buyen by a seller Ia likely to impose sianifie&."\1 cosu . 

(that is, resull io slanin canc Iota or saltt) for the Nmalnlna tellers. Since dis 

closure of secret price cooceuions in chis cut il IDON Uktly to ptompt immed iate 

teaccion than would koo.,..[edae of price c:oncesslou to smaller, inaianificaoc fi rms. 
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if fOllOWS that flfhtr thaJl rule U UftproCitabJe price battJe Cirma may C:QISO 

of ferina c:oocessioDJ. 

It iJ not in the looa-ruo interest of tM Orm c:oosiderioa price 

concess ions to initiate price cuts which would l .. d to lower market pr icn aenerally 

or ru inow price wars. If koowledae of price coocaslou leacb other sellers to 

reduce price accordiotly, the prM:.-euctlna Otaa will 1oM the market share 

advantaae it could have aa ined throuah secret price shadloa. todwtty profits will 

be lower due to the lower price leveb. Therefore, aJveo that aoy price conce.ssioru 

-. ill be disclosed, the most proCitable stnteiY Is more likely to be to refrain f rom 

offerina price concess io01. C:liminatioa opportunicia for secret action (by d isclosina 

price, for e.umple) would areatly reduce the Joeeet1ve to ollaopollsca to offer price 

conce.ssioru. 

IV. MARKET EVALUATION 

After reviewina the theoretical criteria wed by ecoaomi.sts to evaluart 

market structure witb FPL persoanel koowled&eable iD the area of foss il-fuel 

procurement, I requested ud wu provided with eaeotial CD&tktt data necessary to 

:snalyu tho marker io which FPL pun;huea No. 6 fu.l oU {raid). These data, 

toaether with other publlsbed iorormatioo, were used to dttel"'lliJJe the structure of 

tho market. 

A. Mar!ttt Strwcllrt 

The produce under considentioa b resld IDd lea primary purchasers are 

utilities. FPL is loated iD the Sout~eaJt &Ad, bec:aae ol iCI leo&nPhical location, 

purchases res id primari ly from renneries io the OWl Cout ana or the Caribbean. 

T ran.sportatioa cosu limit the market to cbae ar.... althou&h It may be possible to 

pick up distressed ear1oa from other loeatioOJ oo t.M tpot IDIIket. Other major 

purchasers of res id from 1he G ulf Coast and CUlbbeu are u tilities io the 
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Northeast. D~ to tbt additioftll truspottatloca costa, however, utilititt in the 

Southeast would be unlikely to purcl\ue raid (rom aortheastera rerineria . Tht 

Northeas t does aot have adequate refiaery capacity to mdt the demand ia that area 

and is, therefore, a aet importer o( raid from the Gulf Coast aad roreian suppliers. 

Therefore, the Northeast aDd Southeast are separate, but related, muketa. 

FPL purchua relid iA very Jaraa quutltia, utu&lly ia barae or ship Jl)ts 

(I 00,000 to 200,000 burets or mort). II 1916, F.L purc:hued U.~60.637 barrels of 

low-sulfur resid , the majority oC whic:la (61 perc:tat) was under medium-term (one

to two- year) contracts. The rell\llnder was purc:l\u~ oa the spot market. There 

are very few buye•t of resid Ia the market wbo purchase quantities approachina the 

levels consumed by FPL. Table I shows the relatiwa size of purcha.set for the 

major consumina utilitiet ia tbt Southeast aDd the N'ortlleut. Of the 10 util itie' 

who had purchases of more thaa .SOO,OOO barrett per month for the July throuah 

~ptember 19SS period, FPL is clearly the aio&le most import&Dt buyer in terms or 

size. Only one of the other utilities is located ia the Southe:ut. 

The entry requitemeatt for sellen la this ID&tket are substantial . Sellers 

must be capable of meetiaa all ot the utility'a speeUlcalloa iac:ludina quantit i' and 

quality (for eumple, maximum sllllur, ub ud water coateat). Suppllen mUJt tither 

rerioe or lither l!ld bt.ad c:alloel (rom reriMrla to IIIAtUUble JpeeirlcatloDS. 

The capital requireme11t1 auoclated with buikllq or buylna a rennery are 

certainly substantial. Aaother viable optlo11 Cor e11try iato tbil multec would be u 

a reseller, blender or trader. All o ( these pet1ic:lpedo11 Ieveli would require a. 

f inancial position in the oil to be sold. At this lewl, the entrant would aather 

caraoes from rerinen or other traden and bl111d (II required) to marketable 

specifications. The priruuy facilities rt(luiremtnt would be storaae tanks to hold oil 

for resale or to blend c:araoa. Assumina the eDtraiiC latanda to sell to utilit ies, 
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the minimum purchau quantity would be IPSJrodmattly 100,000 to 110,000 barrels. 

This would represent one barae lot. lt ia possible to leaN WIU with aaitaton for 

blendina. The most flexible approach would bt to lnM 1 250,000 barrel tank. This 

would accommodate two barae loeda 01 ooe IUdhaa capecicy vusel. The con for 

2SO,OOO barrels or leased storaae would bt approllimately SO.Ol per banel per day or 

SO.JO per buret per month. Total tallk cost (uaumi.Aa fuU utilizat ion) would be 

approximately $75,000 per month. 

Tho prospective reseller would abo Deed to have opea linn of credi t to 

fina nce oil purchases until paymeat wu received from tile cuttomer. A~aumina the 

entrant intended tO m.)Ve I minimUm O( 1,000,000 bintiJ per month, it would be 

necessar y to finance approximately SU,OOO,OOO Cor JS to 40 days. 

Althouah the current baniera to e11try iato dill lllllklt u a reriner or 

rese ller are substantial, they would be evea hlaher uc:ept that the depressed state 

of tho oil industry hu created su1plus renoery c:apec:lty and increued tho storaae 

tank capacity available for leu.. The COlt or th• faciUtift will increase u the 

oi l indwtry improves aod the currtat lutplus avallabUity diminishes. Thus, it is 

reuonable to antic ipate tbat future tlltry colldltiolll wi!l bt mo,., rather thaa less. 

restrict ive. 

A new compuay could abo eater tbe market u 1 broker sellina small 

c1110 loa to utilltia. to this cue, tbe broker wovld DOt bave to take a rioaaci•l 

position with the product a.od would act u 1 mlddlemu betwfto rerinen and/or 

resellen and customers. The primary barritr to eatry at thll level would be the 

need to have established contac:tl wltll ,.nners, tlldtra aod potential customers 

normally active in the market. However, this may DOt be 1 very viable approach if 

an enterina company upec:l1 to make utility aalea. For eumplc, FPt. hu informed 
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me that they ate hesitaot to deal with a broker who does DOt actll&lly hold title to 

the oil beina sold u thiJ would be coosldared a hiah-riJk source. 

Table 2 preseots a lin or cunently active rirau capable of supplyina 

resid to the southeastero utility ma.rket oo a coDtrw:t buiJ. ThiJ list represeou 

tile firms preseotly capable or supplylaa the southeutara utility market. Some of 

these firau also supply resid to the market ia the Northeut. The list of potent ial 

contract supplien to FPL iJ somewhat shorter. For eumplt, because of the low

sulfur requirement, Laaoven S.A. iJ DOt a prtMot JuppiJ.r to FPL, but could supply 

other area utilities with Ius resuic:tlvt suJrur sptc:lficatioos. Laaovu refines 

Venezuelan crude oil which has a hi&h·suiCur coottot. Othtn, such u Scraeaot Oil 

and Gu Compaoy aod Torc:o OU Compuy, stU prlmarUy to U.S. Gulf Coa.st 

mellen, but could supply utilitjes that have their own tnnsportacion and buy io 

sufficiently larae quantities. lo its last request ror blda to , upply requirements ror 

1987 and/or 1911, F? L received 12 proi)OIIla. Under clrcumstanca where only 12 to 

20 ri rms compete ror salet io a market domlAated by a few larae purchuen. each 

r irm will be cooceroed with the actiou or pottDtial reac:tioos or its rivals. The 

loss of a Jarae salt , sucJl u u FPL coatnct. would uodoubtedly have a sianificant 

e(fect 00 the market share or that r111L 

So!M reOMrt or rtMU.n., thoup DOC ordloarily c:apeble or or willina to 

commit the resources aec:essuy to meet utlUty specll1c:atio01 la order to compete in 

the cootract ma.rket ror low-auiCUI raid, may be pottndal spot market supplien. 

Table 3 lists Orau lo thla cateaory. The oumber or Orau In tlliJ cattaory is also 

small enouah that they mwt be awue or aDd coos~r the prices orrered by the 

othen in the ir decls ionmaklna proc:esa. 

The primary characteristic which distlnaubha ol lt0901btic: markets is the 

interdependence of the sellen ia tilt market. Clearly, Ia view or the relat ively 
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small number or selltn, the re.trictloDS oo tatty lAd lhe small oumber or larae 

buyers, the bid.J, IUid pricet offered by ooe fuel oil supplier will have ao effect oa 

the pricina policy and the quantity sold by the remalalna sellen. A firm wiJhina to 

tell retid to FPL ia this market caaDOt ipore the actiOIU or pricina dec: isioas of 
other firm~ and reuonably expect to prone U. tbe loaa c.raa. 

B. EUur of Dlacloayrt 

(a ~lion Ul, the role Of diJciOIUII Ud the fiC:IOra conducive to price 
cutt ina in oli&OJ)Oiistic induJtr la wu diJcvssed. TM analysis indicatet thll the 

factora which f'ac:ilitate secret dbcQuntina an alto preMnt in the southeutern 
market for resid. As discussed, there ue curreatly 12 to 20 Orras capable of 

supplyina resid lo this market. Raclltn or brokfn will have d ifferent c01t 
structures thao reOnen. The oil industry II typically clwiOed u a hiah overhead 

cost industry. Contracts for reaid an tara• ud iofrequeat. The probable net aains 

from discountlna are aruter where orden an wae aod infrequent. In th'l absence 
of public: disclosure, price c:oncwinos could reuooably be upecttd to remain secret 
for at leut one to two years uader a looa-c.na c:ootrtct. ADd Owly, the expected 

gaint to undercuttina the industry price to a Jarae buyer t!..'Ch u FPL would be 

larae if secrecy could be uaumed. All ol theM matket chancterbtlc:a which are 
preseot in the southeutam t111d mart.! an coDd~~elve to the arutioa of price 

conc:es.sions. A limltlna factor, however, may bt cU.clolure or the lack of secrecy 

since price ~DC:cuioos to 1 sioplar Lara• buyer s~~eh u FPL could mean a 

signif icant lou of sala for the rtmainina Mllen. 

The analysis or the fuel muket 1a whJc:ll fPL competet indicates that 
sellers have a strona inceotive to araat prlce cooc:asiou, but are most likely to 

grant them ooly if secrecy c:an be wured. 
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V. CONCLUSION 

Theory predlcta that to the tatalt fuel 1upplia ar.d .ervicu are 

purch&Md ill oliaopolistic awketa, public dltcloe\lrt or delailed pricina informatioo 

will areatly limit opportUilltia (Ot MCttt price COACUaiolll. This theory is eveo 

11ronaer whea applied to a tara• b\lyw 1a rtladoa to w 1iu of the market. My 

aoalysil or the actual market ladlcatet that FPL ia a vtry larae buyer purchuina 

fuel oil io aD ollaopolbtic awltet wllert iaterdepeodeoce is a key characteristic. It 

foiiOWI that the upected CODSiqUIIICI of .... dltcloeure Of the detaill Of fuel 

tnDJactioDJ il fewer price coace.uiou. Price cooeaalou ia fuel contracu result 
ia lower overall elect.rk:ilt cotl to ratepeyera. CoMequently, public disclosure is 

likely to be detr lmeattl to FPL and Ita ratepeyen. 

PAMILA .1. CAMERON 

SworD before IDt tJI1a 'f~ day of Matclll, 1917 Ia the District of Columbia. 

NOTARY PUBLIC 

My commission upiru_,kpf d~. /'/ ~1 

nera-



NORTH!ASTIIN AND SOtri'HIAST!IN 
UTILITIES CONSUMING APPIOXIMATILY 

!00,000 IARRILS PLt1S PITIOLiliM PER MONTH 

J•IJ t bro•alt S.Jtt•lttr 1915 

Number or 
Delivery Barreb 

Ulilitr:l M!lDlb ell iDEa ~1111 e111s:bas~ 

(I) (2) (3) 

Florida Power and Liaht 
Company 

July I Florida 2,920,000 
August 9 Florida 1,011,000 
September 9 Florida I.Z2~.QQQ 

,,302,000 

Canal Electric Company 
July MuuchUMttl 161,000 
Auguu MauacbUMttl I Q2~ QQQ 

1,963.000 

Central Hudson Gu 1nd 
Elec tr ic: Company 

July 2 New York 902,000 
August 2 New York 1,012,000 
September 2 New York ~2z.ooo 

2,506,000 

Commonwealth Edison Comp..ay 
July I IWaoil , .. 7.700 

Conoec:tic:ut Li&ht LDd Power 
Company 

Auaust 3 Couecticut 696,000 

Consolidated Edi.soa Compa.ny of 
New York 

July 9 New York 1,.210,000 
A ugust 9 New York ..... 000 
September I New York •• ~22 QQQ 

3,143,000 

nera-

TABU: 1 
P•a• 1 of 2 

Averaae 
Sulfur 

C!lDI£DI 
(Percent) 

(1) 

0.131111 
0.14 
0.11 

2.03 
2.09 

1.32 
1.31 
1.23 

0.67 

0.99 

0.29 
0.29 
0.26 



NORIHIAST!RN AND SOUTHIASTERN 
UTJLmiS CONSUMING APPIOXlMAIELY 

500,000 IARRILS PLUS PIIROLIUM PER MONTH 

Number or 
O.Uvery Barrell 

lllililxlMillllb £aiD II S1111 ~Uibllld 

(I) (l) (3) 

Florida Power Corporation 
July 7 Florida 7JO,SOO 
September 7 Florida ~l 2!:l!:l 

1,374,400 

lona uland liahtina Company 
July 4 New Yodt 1,499,000 
Auaust .. New York 1,636,000 
September .. New York az~ ggg 

4,007,000 

New England Power Company 
July 2 MuaachUMttl 591,000 
September 2 Massac:hUMttl ~lQgg 

1,234,000 

Pennsylvania Power and Liabt 
Company 

July 6 PeusylvuJa S06,000 
AUIIUt 6 hnuylvuJa 1,393,000 
September 6 PeomylvuJa ~z.~ 

2,S06,000 

TOTAL 23,976.100 

TABLE l 
Paae l of l 

Averaae 
Sulfur 

~!1111~111 
( Perc~nt ) 

(~) 

1.2S~ 
1. 14 

2.20 
2.20 
2.30 

1.50 
2.04 

0.91 
0.19 
0.19 

.:>ource: U.S. Department or Eneray, Eneray fo(ormatloo Admlnl.atratlon, Elm:trjc: 
Pgwer Oyutcdx. Table 14, Third Quarter 1915. 

nera· 



POTENTIAL SOUTHIAST RESID SUPPLIERS 
LONG-TUM CONTRAClS 

Looa-Term 
TI'Uiportatloo 

Asai~a Camaaox B1Can (~Ill[ LIIH) 
(I) (2) 

Amerada Keu CorporalioD Yet Yet Amoco Oil Compuy Yet Y• Apex Oil Compaoy No Y• B. P. North America No Yet Belcher Oil Compaoy No Yet Challeoaer Pet.roleum (USA), Inc. Nc No Chevroo loteroalionaJ Oil Compaoy No Yet 
Clareodoo Marketina, lac. No No 
E&Stero Seaboard Petroleum Compaoy No No 
Global Petroleum CorporatioD No No 
Hill Petroleum Compaoy Y• No 
Koch Fuell, Inc. Y• No 
Laaoven S.A. Yet Y• New Enaland Petroleum Company No No 
Petrobru {Bruil) Yet Yet 
Pbibro Oistrib11tors Corporation No No 
Scallop Petroleum Compaoy No Yet 
Seraeaot Oil and Ou Compaoy, Inc. No No 
Stinoet loteroil, toe. No No 
Suo Oil TradiDI Compaoy Y• No 
Tauber Oil Compaoy No No 
Torco Oil Compuy No No 

TABLE 2 

Current or 
Previous 

S11aaliu a( EeL 
(3) 

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

Source O.ta provided by Florida Power aod Liaht Company. 

nera-
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TABLE l 

POTENTJAL SOUTIIIAST RESID SUPPLIEitS 
SPOTMARKIT 

Acrivt Company 

Amerada Hess Corporation 
Amoco Oil Compa~~y 
Apex Oil Compaoy 
B.P. North America 
Belcher Oil Company 
Challeoaer Petroleum (USA), loc. 
Chevron lnternacional Oil Company, line. 
Clarendon M:arketine. Inc. 
Eastern Seabotrd Pttroleum Company 
Hill Petroleum Company 
Koch Fueb, lac. 
Laaoveo S.A. 
New Enaland Petroleum Comp.ay 
Phibro Distributon Corporatioa 
Scallop Petroleum Company 
Seraeant Oil and Ciu Compaoy, Inc. 
Tauber Oil Company 
TraDJworld Oil (USA), l.o<:. 

RtOntr 
(I) 

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

Lon a-Term 
Transpor tation 
CO"'·n or Lme) 

(2) 

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

Source: O.ta provMS.d by Florida Power IDd Llpt Company. 

n e rw 



ATTACHMENT E 

BEFORE ntE 

STATE OF FLORIDA) sa 
COUNTY OF DADE ) 

FLORIDA PUBUC SERVICE COMMISSION 

AFFIDAVIT 
Doclbt No. 950001 ·EI 

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

by mo. said and testified: 

My name is Eugene Ungar; my business address Is 9250 W. Flagler Streal. Mlamo, Flonda 331 74 

I am employed by Florida Power & Light Company rFPL 1 as a Forecasting Specoallst In the 9ustness 

Systems Department. I received a Bachelor's Degree In Chemical Engineering from Cornel University In 

1972. In 1974, I received a Master's Degree In Business Administration from tho Universily of Chicago. 

From 1974 to t984, 1 was employed by Motlll OU Corporation wl1(1ro I served as a Senior Stall 

Coordinator and Supervisor In the Corporate Supply & DlltlfbutJOn Department, and tho Worldwlc!a R&flntng 

and MaiXeting Division's Strategic Supply Planning and Conlroler's Departments In positiOns of increasing 

responsibility. 

In January of 1985, I joined FPL as a Senior Fuel Engineer and was rasponsoble lor the fuol proco 

forecasting and fuel-related planning pro)acts. 

In January of 1988,1 was given tho added responsibility for being Team Leader for FPL's Forecast 

Review Board Task Team. 

In September of 1988. I was named Principal Engineer. 

In June of 1989. I was given the added respom:lbUity for the Regulatory Services Group In the Fuel 

Resources Department. 

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

In October of 1993. I was named Forecasting Specfabt. 

1 have reviewed t,ha affidavit of Dr. Pamela J. Cameron, dated March 4, 1987. The cc.ndltlons cllad 

In Dr Cameron·s affidavit, that fed to her conclusion thai the matlctt In which FPL buys luol oil ts 

ologopolostoc. are still true today. The reaaons lor this are u follows: 

A. Table 1 attached hero~to Is 11n updated version of Or. Cameron's Tabla 1 showing the relatove 

size ol reslc!ual fuel oil purchases lor the ma)or consuming utllrtles In the Souiheasl and tho 



Ungar AHtdavtt 
Page 2 

Northeast. Ol the 4 utilities who had residual fuel on purchases ol more than 6 mutton barrels 

In 1993. FPL Is clearly 'the single largfist buyer, especlaWy In the Southeast. 

B. Table 2 attached hereto Is an updated version of Dr. Cameron's Ta~le 2 (ContraC1 Suppliers) 

and Table 3 (Spot Markel Suppliers). II identifies those firms currently capable ol supplying 

residual fuel oil to the Southeastern utDity mar1lal on a contract or spot basis. Ctrcumstances 

today do not require a dilleranllatlon of supplers betwHn the contract and spot (one dekvery 

contract) marl<ets. Sinc.e soma of lhasa supplera cannot always meet FPL's sultur 

specifications. the list ol potential contractsupplers to FPLis somewhat shorter. In t 986. therr 

were 23 potential fuel oil suppHers to FPL; In 1994, there artt currently 29 potential tuel Otl 

suppliers. In lis current request lor bids to supply a portion of FPL's lutl on r\\qulrements under 

contract lor the 1993 through 1995 period, FPL received 15 PfOJ.I(lsals. Under circumstances 

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

each fi rm (supplier) will be concerned with the actions or potential reac11ons of its nvals. 

The tnlormatton shJWn In columns P and 0 of the 423· 1 (a) report Includes lnlorrnatton on the 

termlnaltng and transportation marl<ets and thelual oil volume and qualty Inspection mar1<e1. tn t987, FPL 

was only able to find eight qualified parties with an Interest In ~lng rermlnaUng and transponalton 

services. Of these. lour responded wllh transportation propoaals and alx with termlnalin.ll proposals. Duo 

to the small demand In Florida for both of these aervlces, market entry Is ditrlcuh. Consequently. disclosurn 

ol thts contract data Is reasonably ltkaly to resuh In lncreuecl prices for tarmlna•no and transponauon 

s trvtces. 

Petroleum mspectlon services also have the marl<et charectiNistJcs ol an olgopoly. Due to tho 

limited number ol fue l terminal operations. there are correspondingly lew requirements lor tuellnspeclton 

sorv lces In FPL's last bidding process lor petroleum Inspection SlfVice.Sln 1991, only five qualified bidders 

were found tor FPL's bid sollcltallons. Consoquenlly, disclosure of the conlractuollntormallon 11.0 .. prices 

torms and condttJOns) of these serv ices would have the nme negative elfac1 on FPL's ablltly 1o contract 

tor such sorvJcos as would the d.Jcloau~e ol FPL'a prlcea lor raaidu•l (No. 0 ) fuel oil dollnooted 1n Or 

Cameron's alftdavll. That Is, pursuant to economic iheory, chclosure ol pridng 111forrnatlon by a bvyer tn 



Ungar Athdavll 
Page 3 

an obgopobsuc market IS likely to resuh In a withdrawal or price concessions to that buyer. thereby .mpalnng 

the buyers ablhty to negotiate contracts in the fulare. 

The adverse effect of mel<lng Information of this nature available to suppUers Is evidenced by the 

oil Industry's reaction to pubficatlon of FEAC form 423. That form discloses a delivered price or fuel oil 

Because of the imponance of this Information to fuel suppliers, saveral services arose which complied and 

sold thts •nlormatton to suppliers that are only too willing to ~y. We expect that a similar · cottage 

tndustry" would develop If the FPSC 423·1 (a) or 423-t(b) data were made public. Therefore. the publlcauon 

or thts information will be made readily available to the fuel supplers and this will uhimately act as a 

detnment to FPL's ratepayers 

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

FPl as propnatary confidential business Information Access within the company to this lnformat•on IS 

restricted. This information has not, to the best of my knowledge, been disclosed elsewhere. Funhermoro. 

pursuant to FPL's tuet contracts. FPL is obligated to use aJ reasonable efforts to maintain the conhdenttabty 

or the .ntormation identified as conhdenllaJ in Attachments A and C or FPL's Request tor SpectfiOO 

Conhdanuat Classification. 

Tho priclng Information appearing on FPL'I Form 423·1{8) or 423·1{b) for which conlidenuar 

ctasslhcatlon Is sought should rom;~ln confldantlal lor the time period tho controct Is In ollacl , plus S IA 

months. 01sclosure of prlclng Information during the contract per1od or prior to the negotiation of a new 

contract IS reasonably likely to Impair FPL's ability to negotiate future contracts as descr1bed above 

FPL typlcauy negotiates new residual (No. 6) fuel oil conttactl and fuel related serv•ces contracts 

prtor to the end or exlsltng contracts. Howaver, on occasJon some contract negotiations are not hnakzed 

unt1l after the end of the contract peri~ of exiSting contracts. In those Instances, the new contracts are 

typlcaWy negotiated within the next six moltlhs. Consequantly,ltls neoeuary to maintain the conltdenuahty 

of the In formation ldentlflad as conlldenllal 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. 

Wuh respect to residual (No. 6) fuel oil price Information on the Form 423· 1 (a) or 423· 1 (b) :or 011 

tnat was not purchased pursuant to an already exiSting contract. and the terms ot the agreement undet 
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which such fuel ollls purc hased are fuHllled upon delivery, FPL requests the price lnformalion idenlihed as 

conlldenlial in Allachmants A and C of FPL's Request for Specified Confidential Cla5sohcatlon be kept 

conlodential lor a period of six months attar the delivety. Six months Is the m ir.lmum amount ot ume 

necessary lor conlldanlia~ty of these types o f purchases to alow FPL to utilize its marllet presence on 

gaining price concessions during seasonal lluctuallons In the demand lor residual (No. 6) luel oil. 

Disclosure ol thls Information any sooner than six months al1er completion of the trenseclion Is reasonably 

likely to impair FPL's ablloty to negotiate such purchases. 

In summary,lt is my opinion that the conditions died by Dr. Cameron In her aHidavot ara sun vahd. 

and that the markets in whlcol FPL buys fuel off, and fuel ell related services, are oligopollslic. 

In addition. this aHidavit ls in support of FPL's Requel11or Conlldentlal C lassification ol No. 2 luel 

ool price information found on FPL's Form <4 23· 1 (a). The No. 2 fuel oil Information ldenliloed on Allachments 

A and C in FPL's Request lor Confidential ClauillcatJon is propflttary confidential business .nformatoon as 

tha t term is defined In §366.093, F .S. As such, disclosure of this contractual data would Impair FPL's abolity 

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

No. 21uel off Is purchased through a bidding process. At the request of the No. 2 fuel ool suppbers. 

FPL has agreed to not pubficty disclose any supplier's bid. This non-disclosure agreement protects both 

FPL's ratepayers. and the bidding suppUers. As to FPL's ratepayers. the non·pubtic bidding procedure 

provides FPL with a greater variation In the range of bids that would otherwise not bG available of the bids. 

or the winning bid by Itself, were pub6cly disclosed. With public disclosure of the N o. 2 fuel oil prices round 

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

the possibility that one supplier might, based on his economic shwttlon, come In substantially lower than 

the other supp~ers Nondisclosure likewise protects IN supphrs from divulging .any econonuc advantage 

that supp~er may have that the others have not discovered. 

The No. 2 fuel off pricing Information appea.rfng on FPL's Form <423· t(a). lor which confldonlial 

classlllcation Is sought. should remain confidential for the time period the contract Is In olfoct. plus so• 

months. Dosclosure of pricing information during the contract pertod or prior to the negohatJon ol a new 

contrdct is reasonably likely to Impair FPL's ability to negotlalt future contracts as descrobed above 
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FPL typically negotiates lt.s No.2 fuel on contracts prior to the end of suCh contr:lcts. However, on 

occasion soma contracts are not negotiated untll after the end of the current contract period. In those 

Instances the contracts are typlcaay renegotiated within six months. Consequently, it is necessary to 

maintain the conlidentlatity of the Information Identified as confidential on FPL's Form 423·1 (a) for sox 

months alter the end o1 the Individual contract per1od the Information relates to. Disclosure of thos 

Information any sooner than six months alter completion of the transaction Is reasonably hkety to impair 

FPL's abollty to negotiate such contracts. 

Funher affiant sayeth naught. 

State of Florida 

County of Dade 

) 
) ss 
) 

The foregoing Instrument was acknowledged before me thls 15 71fday of November. 1095 111 Dade 

County, Florida by Eugene Ungar. who Is personaly known to me and who did take aa 

naturo I N tary 

6/J4cieJA A, A()~c;...(__ 
Name of Notary 

Wtom;to 



Source· 

TABLE 1 

NORTHEASTERN AND SOUTHEASTERN 
UllUTIES PURCHASING APPROXIMATELY 

6 IIIWON BARRELS PWS PETROLEUM IN 19i3 

IJlllx£MPRh s• Blaall 
(000) 

Florida Power & Ugh! FloOd a 37,902 
Company 

Canal Electric Company Massachusetts 7,688 

Florida Power CorporatiOn Florida 10,786 

Long Island llghllng New York 9.747 
Company 

Average 
Sulfur 

CSOIIDI 
(Percent) 

1.57 

1.54 

1.85 

0.90 

U.S. Department ot Energy, Energy lntormahon 
AdmlnlslnltiOn,. Elac!dc Power Mgn!htv April !994,Table 
85. 



TABLE 2 

POTENTIAL SOUTHt:AST RESID SUPPUERS 

Acliye Compaov 

Amerada Hess Corp. 
BP North America 
Chevron International Oil Co. 
Clarendon Marl<eting. Inc. 
Clarl< 011 Trading Company 
Coastal Fuels Marl<eting. Inc. 
Enjet Inc. 
Global Petroleum Company 
lnternor Trade, Inc. (Brazil) 
John W. Stone 011 Dist. 
Koch Fuels 
Kerr McGee 
Las Energy Corp. 
Lyondell Petrochemical Co. 
Metallegellschalt Corp. 
Northeast Petroleum 
Petrobras 
Petro lea 
Phibro Energy Inc. 
Rio Energy International 
Stewan Petroleum Corp. 
Stinnes lnteroll, Inc. 
Sun Oil Trading Company 
Tauber Oil Company 
Texaco 
Tosco Oil Company 
Transworld Oil USA 
Trintoc 
Vital 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 
Suppier Of IFPL 

CgnJracVSpoJ 

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

Source: Oat.l provided by Florida Power & L.1gt11 CompMy (..._._. D, 1995) 

Hot.: I) This tabla-. as the· Ust for bod! c:ontn~ctlllllll tpot ,..,, • .,.. (1'.W.ll T.W.l) 



CIRTIPICA~ or IIKVICI 

I DUBY c•a'l'In th.at a true and correct copy of Florida Power 
& Light Company' • "Request !or Confidential Classiticat ion o f 
Certain In!orm.ation Reported on the Ca.absion•s Form 423-1 (a) " !or 
September 1995 was forwarded to the Florida Publ ic Service 
Colll.lllission via Airborne Express, and copies of the Request tor 
Confidential Classification without Attacbaent A were mailed to tho 
i ndividuals listed below, all on thi• 16th day of November, 1995. 

Barbara A. Balzer 
Florida Public service co .. ission 
101 East Gaines Street 
Fletc her Building 
Talla hassee, 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 
Pens acola, FL 32576 

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

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

Mr. Prentice P. Pruitt 
Florida Public Service 
COM!ission 
101 Bast Gaines Street 
Pletcher Building 
Tallahassee, FL 32399 

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

Lee L. Willa, Eaquire 
Jaa .. D. Beasley, Esquire 
Ausley, McMullen , McGehee 
Carothers & Proctor 

P. o. Box 391 
Tallahassee, FL 32302 

Lee G. Schmudde, Esquire 
Reedy Creek otilities, Inc . 
P . o. Box 40 
Lake Buena Vista, FL 32 ~ 30 

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



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

Occidental Chemical Corporation 
Energy Group 
P. 0. Box 809050 
Dallas,TX 75380- 9050 

Joaephine Howard Stafford 
Aaaistant City Attorney 
315 East Kennedy Blvd . 
Ta.apa , FL 33615 
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