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URBORNI'i ZIPR.!SS 

January 11, 1996 

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

(. 
Re: Docket No. t~OOl-•I 

Dear l"s. Bayo: 

P 0 Bo• 1129100 M11m1, fl lJID1 9100 

ORIGIIIAL 
fiLE copy' 

Enclosed 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 Commia•ion •s 
Form 423-1 (a) tor the month oc November 1995. The original i"> 
accompanied by Attachments A, 8, 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, 0 and E. 

If you have any questions regard i ng this transmittal or the 
information filed herewith, you may contact me at (305) 552-3~24. 
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Enclosures 
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David L. Smith 
Senior Attorney 
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• 
BEFORE THE 

FLORIDA PUBLIC SERVICE COWc:ISSIOlf 

In re: Fuel and Pur chased Power 
Cust Recovery Clause and Generating 
Performance I ncentive Factor 

Oocv~t No. 950001-EI 

RIIQOEST I'OR CONPIDEliTIAL 
CLASSIFICATION OF CERTAIN INI'ORNATIOH 

REPORTED ON THE COMHISSION' 8 I'ORM 423-1 (a) 

Pursuant to §366.093, F . S . (1993) attd Rule 25-22.006, Florida 

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

tiles with the Florida Public service Commission ( "Commission" ) 

this "Request for Confidential Class! ficatJ on" ( "Request"\ of 

certain information reported on FPL 's November 1995 423-l(a) FUel 

Report as delineated below. In support of this Request, l'PL 

states: 

1 . FPL seeks classification of tho information specified as 

proprietary confidential business information pursuant to §366.093, 

F.S. (1993), which provi des 1n pertinent part, as follows : 

( 1) * * * Upon request of the public utility or 
other person, any records received by the coiiJDission 
which are shown and f ound by the commission to be 
proprietary confidential business information shall be 
kept confidenti&l and shall be exempt from a . 119.07(1). 

* * • 
(3) * * * Proprietary con fiden tial business information 

includes, but is not limited to : 

f :r: ! tL"' __ / !:PJf.TI'IG 



• • • 
(d) Information concerning bids or oth.rr contractual 

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

2. In applying the statutory standards delineated above in 

paragraph 1, the commission is not required to weigh the merits of 

public disclosure relative to the interests of utility customers. 

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

whether the information sought to be protected fits within tne 

statutory definitions of proprietary contidentlal business 

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

information is found by the Commi1ssion to fit within the statutory 

definitions, then it should be classified as contidontial, be 

troatod in accordance wi~h Rule 25- 22.006, F.A.C. and be exempt 

from §119.07(1), F.S. (1993). 

3. To establish that material is proprietary confidential 

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

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

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

utilit}' to contract for goods or services on favorablA terlQs. Tho 

Commission has previously recognized that this latter requirement 

does not necessitate the showing of actual impairment or the more 

demanding standard or actual c1dverso rosulto; instead, it must 

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

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

Attachment >. 

Attachment B 

Attachment c 

Attachment 0 

Attachment E 

A copy ot FPL's November 1995 Form 423-l(a) with 
thu information for which PPL seeks confidential 
classification highlighted. This document is to be 
treated as confid~ntial. 

An edited copy of FPL ' s November 1995 Form 423-~(a) 
with the information for which FPL seeks 
confidential classification edited out. This 
document may be made public. 

A line-by-lino justification matrix id~ntitying 
each item on FPL ' s Form 423-l(a) tor which 
confidential classification is sought, along with a 
written explanation demonstrating that the 
information is (1) contractual data, a nd (2) the 
disclosure of which would impair tho efforts of FPL 
to contract tor goods or scrv ices on favor.able 
terms. 

An affidavit of or. Pamela Cameron. Or. cameron's 
affidavit was previously filed with FPL's original 
"Request tor Confidential Class! f'ication ot Certain 
Information Reporte1 on the Co111111ission•s Form 423-
1(a)" on March 5, 1987 , in a predecessor or this 
docket. It is refiled with thls Request tor tho 
convenience o! the Commission. Attachment E 
updates Dr. Cameron ' s affidavit. 

An affidavit of Eugene llngar . 

5. Paragraph 3 above identif ios tho two prongs ot 

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

this Requcttt for confidential classification ot tho information 

identifled by Attachnen~s A and c. Those two prongs are 

conclusively established by tho facts presented in the affidavits 

appendtld hereto as Attachmonto 0 and E. First, tho identi~ied 
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information is contractual date. Second, diacloaure of the 

information is reasonably likely to impair FPL's ability to 

contr~~t tor goods anct services, as discussed in Attachments c, 0 

and E. 

6. FPL seeks confidential classification of the per-barrel 

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

information, the per-barrel terminaling and transportation charqes, 

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

Form 423-l(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 seeks to protect is easily demonstrated once one 

understards the nature of the aarket in which FPL as a buyer auat 

operate. The market in No. 6 fuel oil in the southeastern United 

States is an oligopolistic market. See Cameron and Ungar 

affidavits, Attachments 0 and E. In order to achieve the beat 

contractual prices and terms in an oligopolistic market, a buyor 

must not disclose price concessions provided by any given supplier. 

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

FPL is a buyer who is rea&onably likely to obtain prices and terms 

not av"ilable to other buyers. Therefore, diaclosur6 of s~.och 

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

reasonably likely to increase the price at which FPL can contract 

Cor No. 6 fuel oil in the future. Again so.t Cameron and Ungar 
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affidavits, Attachments D and E. 

8. 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 t r ansportation 

charges, and petrol&um inspection services as described in Eugene 

Ungar·s affidavit, Attachment E. 

9. FPL requests that the Commission make two find 4 ngs ~i~h 

respect to the No. 6 !uel oil in!ormation idontiti~d as 

confidential in Attachments c and D: 

(a) That the No. 6 fuel oil data idontitiod are contractual 
data; end 

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

(i) The markets in which FPL, as a buyer, aust procure 
No. 6 fuel oil, terminaling and tran,.portation 
services , and tuel inspection services are 
oligopolistic: and 

(ii) ~rsuant to economic theory, a substantial buyor in 
an oligopolistic market can obtain price 
concessions not available to othar buyers, but tho 
disclosure of ouch concessions would end them, 
resulting in higher prices to that purchaser. 

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

information, identified in Attachments A and Cas confidential, is 

inherent in the bidding process used to procure ~o. 2 fu~l oil. 

Without confidential cla~sification of tho prices FPL pays tor No. 

2 fuel oil, rPL is reasonably likely to experience a narrowing of 
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the bids offering No. 2 fu~l oil. The range of bids is expected to 

converge on the last reported public priGe, thereby reducing the 

probability that one supplier will substantially underbid the other 

suppliers based upon that supplier ' s own economic ~ituation. See 

Ungar affidavit, Attachment E. Conaoquently, disclosure is 

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

2 fuel oil contracts. 

11 . FPL requests that the Commission make two finJings with 

r~spect to the No . z !uol oil inCormation idonti!ied as 

confidential in Attachments A and c: 

(a) That tho No. 2 fuel oil data identified ~re 
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 bidding 
process through which FPL obtains No. 2 fuel oil is 
not reasonably expected to provide the lowest bids 
possible if disclosure of the last winning bid is, 
in effect, made public through disclosure of FPL's 
Form 42 3-1 (a). 

12. Additionally, FPL believes the importance ot these data 

to suppliers in the fu.ol market is demonstrated by tho blossomin<J 

ot publications which provide utility-reported fuel data from FERC 

Form 42J. The disclosure of the information sought to be protected 

herein may create a cottage industry of desktop publishers ready to 

servo tho markets herein identified. 

1J. FPL requests that the information Cor which FPL seeks 

confidential classification not be declassified until the dates 
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specified in Attachment c. The time periods requested are 

necessary to allow FPL to utilize its mar ket presence i n 

negotiating futur e contra~ts. Disclosure prior to the ident~fied 

date of declassification would impair FPL ' s ability to negotia~e 

future contr acts. 

14 . The material identified as confidential information in 

Attachments A and c is 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 disclosed . 

WHEREl"ORE, FPL respectfully requests that t ho Commission 

classify as confidential i n formation the i n formation identified in 

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

1 (a) . 

Dated January 11, 1996 
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Respectfully submitfed, 

7:Jn!.~ 
Senior Attorney 
Florida Power ' 
9250 w. Flagler 
Miami, Florida 
(305) 552-3924 
Florida Bar No. 

Light company 
Street, f6514 
33174 

0473499 
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Justification for Confidentiality for November, 1995 Report: 

ATTACHMENT C 

Docket No. 950001-EI 
January, 1996 

FORM UNE(Sl COLUMN RADONALE 

423-1 (a) 1 - 9 H (1) 

423-1 (a) 1 - 9 (2) 

423-1 (a) 1 - 9 J (2), (3) 

423-1 (a) 1 - 9 K (2) 

423-1 (a) 1 - 9 L (2) 

423-1 (a) 1 - 9 M (2), (4) 

423-1 (a) 1- 9 N (2), (5) 

423-1 (a) 1 - 9 p (6). (7) 

423-1 (a) 1 - 9 a (6), (7) 

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

--------------------------------------------- ------------Rationale for confidenUotlty: 

(1) This information is contractual information which, If made public, •would impair the 
eHorts of {FPL} to contract for goods or serviC3s on favorable terms." Section 
366.093 (3) (d). F.S. The information delineates the price FPL has paid lor No. 
6 fuel oil per barrel for specific shipments from specific suppliers. Th1s iniormatlon 
would allow suppliers 10 compare an individual supplier's price with the market 
quote for that date of delivery and thereby determine the contract pricing formula 
between FPL and that supplier. 

Contract pricing formulas generally contain two components. which are: ( 1) a 
markup in the market quoted price for that day and (2) a transportation charge lor 
delivery at an FPL chosen port of delivery. Discounts and quality adjustmenc 
components of fuel price contract formulas are discussed 10 paragraph3 3 and 4 
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Disclosure of the mvoice i)nce would allow suppliers to determine the contract 
price formula of their competitors. The knowledge of each otllers' 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. eHec'hvely 
eliminating any opportunity for a major buyer, like FPL, to use Its market presence 
to gain prace concessions from any one supplier. The end result Is reasonably 
likely to be Increased No. 6 fuel oil prices and therefore increae;ed electric rates 
Please see Dr. Cameron's affidavit filed with FPL's Aeq.Jest for Confidential 
Classification which discusses tho pricing tendencies of an ollgopolistlc market and 
the factual circumstances which Identity the No. 6 fuel oil market as an ollgopolisllc 
market in the Southeastern United States. As Dr. Cameron's affidavit discusses, 
price concess1ons in an oligopohstic market writ only be available when such 
concessions are kept conhdential. Once the other suppliers learn of the pnce 
concession, the concedmg supplier will be forced. due to the ohgopohsttc natura 
of the market, to withdraw from future concess1ons. Consequently, disclosure of 
the Invoice price of No. 6 luel oil paid by FPL to speClllc fuel supphert 1s 
reasonably likely to Impair FPL's ability to negotiate price concessions in future No. 
6 fuel oil contracts. 

(2) The ~ontract data found In Columns I through N are an algebraic function of 
column H. That Is, the publlcauon of these columns together, or mdependently. 
could allow a supplier to derive the invoice price of oil. 

(3) Some FPL fuel contracts provide for dn early payment Incentive In the lorm of a 
discount reduction 1n the invo1ce price. The existence and amount of such 
discount is confidential tor the reasons stated m paragraph (1) relatiVe to pnce 
concessions. 

(4) For fuel that does not meet contract requirements. FPL may rejoctthe shrpment. 
or accept the shipment and apply a quality adjustment. This Is. in effect, a pnclng 
term which Is as Important as the price Itself and Is therefore confidential lor lhe 
reasons stated In paragraph (1) relative to price concessions. 

(5) This column is as important as H from a confidentiality standpoint because of the 
relatively lew times that there are quality or discount adjustments. That is. column 
N will equal column H most of the lime. Consequently, 11 needs to be protected 
lor the same reasons as set forth in paragraph (1 ). 

(61 This column is used to mask the delivered prrce of fuel such that the mvorce or 
effective pnce of fuel cannot be determ1red. Columns P and 0 are algebraiC 
variables of column A. Consequently, disclosure of these columns would allow o 
supplier to calculate the Invoice or elfect1ve purchase price of oil (columns H and 
N) by subtracting these columnar variables from column A 

... .. 



(7) Termmaling and transponat1on services in Aorida tend to have the Slr.le. 11 not 
more severe. oligopolistic attributes ol fuel 011 suppliers. In 1987. FPL was only 
able to hnd eight qualified parues w1th an mterest in biddmg either o• both ol these 
services. Of these. lour re'.lponded with transponat1on proposals and six w1th 
terminating proposals. Due to the small demand 10 Florida for both of these 
services. market entry is difficult. Consequently. d1sctosure o' th1s contract data 
1s reasonably likely to result In increased prices lor termmaling and transp:>rtatton 
serVIces. 

Petroleum inspection services also have the market characteristics ol an oligopoly 
Due to the limited number ol fuel terminal operations. there are correspondingly 
lew requirements lor fuel inspection services. In FPL's last bidding process lor 
petroleum inspection services, only six qualified bidders were found lor FPL 's bid 
solicitations. Consequently. d:sclosure of this contract data IS reasonably likely to 
result in increased prices lor petroleum inspection services. 

(8) Th1s Information Is contractual information which, if made public. ·would impair the 
efforts of (FPL) to contract lor goods or serv1oes on favorable terms.· Sectton 
366.093 (3) (d), F.S. The information delineates the price FPL has pai::! lor No 
2 fuel oil per barrel lor specific shipments from sptclflc suppliers. No. 2 fuel oilts 
purchased through a bidding process. At the request of the No. 2 fuel oil 
suppliers, FPL has agreed to not publicly disclose any supplier's bid. This non· 
disclosure agreement protects both FPL's ratepayers. and the bidding suppliers. 
As to FPL's ratepayers. the non·public bidding procedure provides FPL with a 
greater variation In the range of bids that would otherw1se not be avatlable if the 
bids, or the winning bid by itself, were publicly disclose.d. With public disclosure 
ol 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 elimtnattng the possibility that one 
supplier might, based on his economic sltuatton. come m substantially tower than 
the other sur.phers Non·dlsclosure likewise protects the suppliers from divulging 
any economic advantage that supplier may have that the others have not 
discovered. 
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. ········-··--·-·-··-··· ······-········--······-·--·· 
Date of Declassification: 

FORM UNECSl COLUMN .QAIE 

423·1 {a) 1 . 2 H-N 06130196 

423-1 (a) 3 • 5 H-N 05131196 

423-1 (a) 6. 9 H-N 05131/96 

423-1 (a) 1 • 9 p 03!31/99 

423-1 (a) 1 • 9 0 06/30/96 

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

Rationale: 

FPL requasts that the conf1dential1nformalion identified above not be disclosed until the 
1dentified 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 servic~s 
ident1 f1ed on Form 423-1 (a) or 423-1 (b) were purchased 

D1sclosure of priong information dur~ng the contract period or prior to the negollatJOn of 
a new contract is reasonably likely to impair FPL's ability to negotiate future contrac-ts as 
described above. 

FPL typically renegotiates its No. 6 fuel oil contracts and fuel related servi~s contracts 
prior to the end of such contracts. However, on occasion some contracts are not 
renegotiated, until after the end of the current contract period. In those Instances. the 
contracts are typically renegotiated within six months. Consequently, it Is necessary to 
ma1ntaln the confidentiality of th1:1 information Identified as confidential on F?L's Form 
423·1 {a) or 423-1 {b) for six months after the end of the Individual contract period the 
1nformallon relates to. 

W1th respect to No.6 fuel oil price mformation on the Form 423·1(a) or 423-l(bl for 011 
that was not purchased pursuant to an already existing contract. and the terms of the 
agreement under which it is purchased are fulfilled upon delivery, FPL requests the pnce 
mformat1on identified as confidential be kept confidential for a period of six months after 
the delivery. Six months IS the mmimum amount of time necessary for confidenlla!1ty of 
these types of purchases to Allow FPL to utilize its market presence In gaining price 
concessions during seasonal fluctuations in the demand for No. 6 fuel oil. Disclosure of 
th1s information any sooner than six months after completion of the transaction is 



reasonably likely to Impair FPL's ability to negotiate such purchases. 
The No. 2 lu&l oil pncing informalton appearing on FPL's Form 423·1 (a) or 423·1 (b), lor 
which confidential classification Is sought. should remain confidential for the IJme period 
the contract is in effect, plus SIX months. Disclosure of pric1ng mformahort during the 
contract period or prior to the negotJation of a new contract 1s reasonably likely to 1mpa1r 
FPL's ability to negot1ate 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 renegotlated within six 
months. Consequently. ltls necessary to maintain the confldenuohty of the information 
iduntl fled as cor.lidentiat on FPL's Form 423·1 (a) or 423 1 (b) lor SIX months after the end 
of the md1v1dual contract period the information relates to. 
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ATTACHMRNT D 

BEFORE THI 

fLORIDA PUBLIC SERVICE COMMISSION 

AfnDAVtT ) 
DISTRICT OF COLUMBIA ) n 

) 
Docket No. 170001·EI 

Before me, the underslaaed authority, Pamela I . Cameron appeared, who 
bein1 duly sworn by me, said and testined: 

f. INTRODUCTION 

My name is Pamela J. Cameron; my bUJiaeu addreu is 1100 M Street, 

N.N .• Suite 600 South, Washin1ton, D.C. 20036. I am emplo)td by the Natioual 

Economic: Research Assoclatu, Inc. (NER,.) u a Senior Analyu. I receive..! my BS 

in Business Administration from Tens Tech Univeorslty in 1973, my M.A. in 

Economacs from the University or Oklahoma in 1976 and my Ph.D. in Econ or.~ic s 

from the University of Oklaboma Ia 1915. My major rieldl of study have been 

lodu.mial O raaolutioo, Public Fioaoce and ~oometrics. 

Since 19U, I have beta employed by economic aod re1ulatory con.sulrina 

firau providina services nlatlq 10 utility reautalioo. I have directed numeroUJ 

projects includioa muket aD&I)'Ii.t, au acqu!Jitioo a.oo cootnct neaotiatioa, ancS 

alternative fuell evaJuatloa. 

I have been uked by Florida Power aod Li&ht Compaoy (FPL) to ev&luatt 

the ma.rket in which FPL biiY1 fuel oil and to determine what impa.ct, i( any, public: 

disclosure of cerwo fuel trao.saclloo data is likely to have oo FPL tnd its 

ratepayers. Specafically, the data I will addreu Is the detailed price information 

reported o n Florida Public: Service Commiuloo Form "13•. 

nera· 
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The impaet Of I,)UbiJe di.sciOJUrt o( price iJtformalioa de~OdJ OD the 

SU'liC:ture of the mllketa involved lo the followina sectlocu I diJcu.n the Konomic 

framework for evaluatina the strvcture or marktta, 1he role of di~~eloaure 10 

oliaopoliJtic marketa and review the circumuaocet or FPL's fuel oil ~:urcha.sea usina 

chiJ framework. The rUiat section summarizes my concluslocu. 

II. THE ECONOMIC THEORY OF MARUTS 

Economic theory predicta that lhe behavior of lodlvidutl rlrnu and the 

consequent market performance will ~ determined laraely by 1he structure of tnc 

relevanc marke t. The struc:ture or markets ranae from hiahly c:ompetitive to virlual 

monopoly dependina upon such factort u 1he number and size of firms ln the 

market, the heteroaeneity or products and distribution channeiJ, the cue with 

which flrms c:sn enter and leave the market, and the dearee to which firtnl and 

c:o'lsumers possess information about the prices and producu. 

Usina these fou.r buic criteria or characcerluies, economists dist inauish 

competitive, oliaopolistic and moaopoliscic marketa. For uample, a competitive 

markel is chartcteriud by tht follow loa: (I) firm produ.ee a homoaeneous produ.ct; 

(:~) chert are many buyers aDd ttlltra eo chal &ales or purcb&sa or ea:b are small 

io relation 10 che cow !Dilket; (3) entry inco or u.ic from the markec iJ ooc 

.:on.stn.lned by ecooomio or lepl barriera; and (4) firllll aDd ~DJumen have aood 

information rcaardioa alceroatJve products and the prieta at whlcb they ue 

available. Under thue circ:uautaocea Individual buyers aod ~llera have only an 

Imperceptible innueoce oo the market price or the ac:cioDJ of ochen in che markec. 

Eech buyer and seller ec:tt independenlly since thOM IICtlocu wiJI not affecl tha 

markat ou1c:ome. 

An oliaopoliulc iod\Utl')' ia one in whic:h the number or s.ellt~ is small 

enouah for the ac:civltlea of sellen to affect uc:h other. Cbanan lo the output or 
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the price o( ODt firm will affect tht amounts whicb other atllert C:ID sell and the 

pricu that they cao charae. Oli&opolluic indu.trill may atU either differenti:ted 

or homoaeoeou. products aod are usually cha~cteriud by hiah barrien to entry. 

Because of the ioterdep:ndence of supplien, the ntt!ot to wh1ch they are inform-ed 

with reJpect to the actloDJ of other pattles io the muket wiJI affec1 their behavior 

anJ tht performance or the market. 

A monopolistic nurkat is oot io which a sinalt seller controls both the 

price and output of a product for which there are oo close subscitutn. There ue 

:also siaoificaol barrien to praveot othen from eoterioa the market. In this 

inuaoce. the seller knows tht detaill of each traruactioo an<! there is no clur 

advantaae to the buyer io kupioa theat detalll conridential. 

It is clear eveo from this brief di.scUJJioo tlllt a determination of the 

likely effect of the disclosure of the terms and cooditions of transactiuns deptnds 

on the type of market involved. lo determioina the uructure of FPL"s fue l 011 

market, I have reviewed the sellen aod buyen operatina 10 thcat markets. the 

homoaeoeitv of the product, the fKton aoveroina e.ocry or nit from the markeu 

and the role of ioformadoll. The Kview lcdicat" '"" tht fuel oil marktt io which 

utilities io the Southeut purchase supplies is oliaopolistk That is, the actions of 

one fina wilt affect the pric:llla ud output decitioDJ of olhtr sellen. The 

intcrdcpeodtoce amooa futl oil supplilrt iJ compounded by tht presence ia the 

market of a few very 1&111 purchutn, such u FPL. The followlna sectloo.J 

ducribe the details of an elaboration of the consequeocca or t~nnction disct01ure 

in this type of market, my market evaluation and my coocluJions. 
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Ill. EFFICT OF DISCLOSURI IN OLICiOPOLISTIC MARMITS 

A brief review of the role that stenc:y playt io oliaopoly th~ory u 

helpful in uodentendlna the pricina polic:iu of oliaopolisu acd the predicted impact 

on fuel cosu. 

An ollaopollatic market auucture iJ characteriud by competition or 

rivalry amooa tht ftw, but the number of rlrm in a 0\lrket dot$ not determine 

conclusively how the market runctioDJ. In tht cast or oliaopoly, a number of 

outcomn art poulblt depeodlna upon cht deartt to which the firnu act either u 

rivals or u cooptraton. Stller1 havt a common aroup iottreJt in keepina prices 

hlah, but havt a coonlct or lnttrut with resp«t to marker shart. 

The manaaement or ollaopolbcic rlrm recoanita that, aiven their mutual 

interdependence, prorlu will be hiaher when COOI)trative pollcles are punued than 

when each firm acu only in lu own n.11row self -interest. If firms art offered the 

opportunity to coll11de, oliaopoliJtic marketa will tend to uhiblt a tendeney coward 

the muimiutlon of collective prortu (the pricina bchaYior usociated wath 

monopoly). Ho••"'"· coordination o( pric.oa policin to muimi%.1 joint profiu is 

not euy, elptelally whttt cost aod matket •hart differencts lead to CQnnictlna 

price a ad outplll prtftreocu &mODI nrm. Coordination Ia CODJiderably leu 

diWcult wbell ollaopoUsta cu commuoit.llt Ol)toly aDd frttly. But the antltrUJt 

lawt, whlcb art coocerotd wltb lohlbltloa mooopoly pric•oa, make oven cooperation 

unlawful. T!lttt art, however, subtJ. wayt or coordiDIIIDI pricina deciJioDJ which 

are both lcaal aod potentially eff.etive If dbclpllne ceo be maJotaiotd. 

Ont tneans of coordlnatlna behulor without runnlna afoul of the l:tw i1 

price leader1hlp, Price ltadtrJhip cu aeneraUy be viewed u a public siaral by 

firma of the chan&tl In tr.elr quoted prlctt. If uc:h firm knoW~ that IU priciJ cuu 

will be quickly tntlched by iu rivaiJ, it will hlvt much leu incentive 10 malce them. 
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Oy the same loaic, uch supplier kJiows that ita rlvtiJ can sunaio a hiaher pric.e 

quote ooly if other firnu follow with matchina pricn. 

Focal poiot pricioa is aoother eumple of oliaopolistic pricina that a::ows 

coordination without violatlna the l.llthruat laws. Here, sellen lead to adhere ,,., 

accepted focal poioll or taraeu such u a publicly posted price. By settina m 

price at some focal point, a firm tacitly encounau riVIIJ to follow suit wnhout 

underCuttina, The polled rriet published for YariOUl 1rade1 Of fuel OlJ by ftl iOn 

would serve u a focal point for that area. Other types of fo.•l pointa ;oclude 

manufacture usociat io111' published list pricn or aoveromeot- set ceilina prices. By 

adherioa to the1e accepted 1araera, coordinadoa is facilitated and pr:ce w~rrare is 

discouraaed. 

While oliaopolists have iocentlYts to coopente ia maiortinena pr~cu 

above the competitive level, there ar• also divisive (oren. There are ~~~eral 

conditio111 which limit the likelihood and effectiveness of coordination, all or which 

are related to the ability or a sinale n rm to offer price c:onceuions • ithout fur or 

re tallation. They include: ( I) a siaoificaat a umber or sellen; (2) heteroaeneity of 

products; (l) hiah overhead costa coupled with adverse businm coodition•: (4) 

lumpineu and infreQuency in the purch&sll or products; and (5) secrecy ead retalia

tion lap. 

A. Dt Nw•!ttr "' S!u of flr•a 

The strvetural dlme111ioa with the most obvloua innueace oo coordlnatioa 

is the number 1.11d slu dlstributioo of nrau ia the market. The amter the number 

or sellen in a market, everythina else the samt, the more difrteult it ia to maintaen 

a noncompetitive or above-cost price. AI the aumber of firau anc ~euea and tho 

market share or each dt~llnu , firms ue increuln&IY apt to ianore the ~'feet or 

their pricina and output decisions oa the actiona or othet firms. In addition, u tho 
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number of f11ms increases, the probability inc:rea.ses that It luat 001 firm will have 

lower than avena• cents ac.d u aure~o~ive pricina policy. Therefore, an oliaopolilt 

in an 1ndunry or I~ rirnu is more likely to offer secret d1scounts and lua likely to 

be diJcovered th&D ID Oli&opolist in ID iodUJtry O( only three firms. 

8. Product Ht!trouncl!x 

If products were truly homoaeaeow or perfec:t substitutes in the 

ccnsumer's mjod, price would be the only variable with which firnu could compete. 

This reduces the wk of coordinatin1. for firma mUJt cocuider only the price 

d imeosion. When products are di((erentilled, the terms or ravalry become 

multidimeDJional and coruidenbly mort complu. 

C. Owhud Coati 

The ability or oliaopolists to coordinatt is affected in a variety of wa)s 

by cost conditioru. Generally, the are1111 tht differencu io cost structures 

between firms, the more trouble the nrms will have ma:ntJinioa a common pr~ce 

policy. There IS also evidence that indUJtriu chancteriz.ed by hiah overhead costs 

are partic:ularly susceptible to prici111 discipline brnJcdowo.s when a decline in 

demand rorc:es the industry to opentt below ca~city. Tht illdustry charac:tetlud 

by hi&h fixed c0111 sufftn more when demand iJ depressed because of urona 

ioducemena toward pric:t-cuttina and a lower floor {RlltliJI&I cost) to price 

decreases. (Price•cuttiDI wiU be checked ll blalltr pricti whoa maralnal coau are 

hiah and flaed coea art relatively low.) 

0. Lumplnm 11tl la(ctoytnn of Odcn 

Profitable tacit coiiUJion Ia more likely whea orders are small, frequent 

:and reaular, since dllec:tloo and retaliation art easier unckr these circumstances. 

Any decision to undercut a !'rice on which •ndUJtry members have tacitly aareed 

requires a balanctna of probable aaiDJ apiost the likely costs. Tho aala from 
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cuttina the price derives from the increased probability o( sec:urina a profitsble 

order and laraer share of the market. The c<nt arises from th4 increased 

probability of rival ructions drivina dowa the level or future prices and, the-refore, 

future profits. The probable a.ains will obviouJiy be luaer when the order u stake 

is larae. Also, the amount of iaformatlon a firm conveys about its pricina strateay 

to other firrns in the mtrket increases with the number o( transaction• or price 

quotes. Clearly, th~ less frequently o rders are placed, the less likely detectio., 

would be. 

£. Mereu and Rclalla!lon Lus 

The lonaer tile adverse consequences of rival rett liation can be delayed, 

the more attractive undercuttina the accepted price structure btcomes. One muGJ 

or forellalllna retaliation is to arant secret price cuts. If price is above marainal 

co:s t and if price concessions can reasonably be upected to remain secret , ol iaopo

lisu have the incentive to enaaae in secret price shadlna. 

Fear of retaliation is not limited just to feu or matched price cuL• by 

other sellers in the market. A discl<nure of ~«ret price concessioOJ to one buyer 

may lead other buyers to demand equal treatment. The result would be u ercnioo 

of industry profits u the price declines to accommodtte other buyers or a with

drawal or price coocessio11.1 iA aeneral. 

The 11umbtr ud sw d!mlbutiotl of buyert ill the market It 1 Jl&oiCicaot 

factor where feu of retallttioa is 10 imponaot mtrket element. Where one or a 

few larae buyers repreaecu a lara• per<:ent of the mtrket, the arutlna of secret 

price concessions to tboM buyers by a seller is likely to impose sianificant costs 

(that is, resuh in sianir«:ant los:s of sales) for the remainina seller1. Since dis

closure of secret price concessions in this cue is moN likely to prompt Immediate 

reaction than would koowledae of price conces:sioOJ to smaller, insianificant flrm J, 
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it follows that r.ther chan ris' LQ unproOtablt price btlllt Or au may ceue 

offerina concwiocu. 

It iJ not in the lona-nu1 interest of the firm considerina pt1ce 

c?ncessions to initiace price cuiJ which would lead to lower market prices aener~lly 

or ruinous price wan. If lulowled1e of price cooceuiocu lnd.s other sellen to 

reduce price accordinaly, the price -cuttina rlrm wllJ lose the mar~e 1 shue 

adV1ntaae it could have aained throuah stcret price shadina. Industry profiu wall 

be lower due to the lower price leveb. Therefore, aiveo that any price concessions 

will be disclosed, the most profitable scraceay iJ more likely to be to r~rr~in rrotn 

!)(ferina price conceuiocu. Eliminatina opportunitlet f.>r secret action (by disclosina 

price, for example) would areatly reduce the Incentive to ollaopoliJu to offer price 

concessions. 

IV. MARKET EVALUATION 

After reviewina the theoretical criteria used by ecoaomi.su to evaluate 

market structure with FPL personnel knowladaeable ia the aree of fossal-fuel 

procurement, I requested and wu provided with essential CDUket data necessary to 

ualyte the market in whlcb FPL purchases No. 6 fuel oil (reJid). Thtse data, 

toaether with other pubUJbed Information, were used to determine the un~c tutt of 

the market. 

A. Markel Sloctut 

The product under consideration iJ rtsid aad ia primary purchucn are 

utilitiu. FPL is located Ia the Southeut anj, because of iu aeosraphical location, 

purchuu resid primaril) from refineria ill the Gull Cout area or the Cuib~an. 

Transportation c:osu limit the market to these areu, ahhouah it taay be possible to 

pick up distressed caraoes from other locatioru oa the spot marktt. Other major 

purchasers of resid from tile Gulf Coast and Cat~bb--an are utililiea 10 the 
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Northeast. Due to tbt additional transportation cosu, however, utilitlta in the 

Southeast would be unlikely to purcllut reJid (rom oortlleutero i tnntriu. The 

Northeast de« oot have adequate renoery capacity co meet the demand in chat area 

and is. therefore, 1 net importer of resid from the Gulf Cout anG foreian suppliera. 

Therefore, the Northeast ud Southeast are separate, but related, marketa. 

FPL purcllcu reJid in very lara• quantities. usually in barae or sii•P lou 

( 100,000 to 200,000 barrels or more). In 1986, FPL purchased 2S,<I60,637 barrels of 

low-sulfur resid, the majority of which (61 percent) was under medium-term (one

co cwo-year) concrac:u. The remainder was purc:hasedl on che spot marker. There 

are very few buyen of raid in the market who purchase quaot1ties approachina the 

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

major consumina .uilitles in the Southeast and the Northeast. Of the 10 utilities 

who had purchases of more than SOO,OOO bauelt per month for the July throuah 

~pcember 198S period, FPL Is clearly the sinal• most important buyer in terms or 

siu. Only one of the ocher utilities is looted in the SouthC'Ut. 

The entry requirements for sellers in chis tD&tket ate subuantial. Sellers 

must be capable or meecioa all or the uulity'a spec:incatlocu inc:ludlna quant:ry and 

quality (for example, rouimum sulfur, uh ud water conttot). Supplien must t1thu 

refine or aacher a.od blend caraoes from renoeritt to muktlablt spec:irlcatlocu. 

The capital requittmtota auoclattd with buildloa or buyina a refinery are 

certainly 'ubuantlal. Another viable opcJon for entry into tbia market would be as 

a reseller, blender or trader. All of these participatloe levels would require a 

nnanc:ial posicion in the oil co be sold. At this level, tht entrant would ;achtr 

caraoes from reflnen or other traders and bleod (it required) to marketable 

spec1f1cations. The primary facilities requirement would be scoraae tank.s to hold 01' 

for resale o r co blend caraoes. Auumina the ontraof lnl~nda 10 sell IO ulilitieJ, 
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tho mioimuiD purchut quaatity would be approximaltly 100,000 10 110,000 barrels. 

This would represeoc ooe barao lot. lc il possible to lei.MI tatlu wich eaitators for 

blendina. The moat nuible approach would bo to lnM a 2SO,OOO barrel tank. Thas 

would accommodate cwo barae loads or ooe medium capacity veucl. The cost for 

250,000 barrels of I~ .uoraae would bo approllimacely SO.OI per barrel per day or 

$0.30 per barrel per month. Total tank cou (wumina full utaliution) would be 

approllimately S7S,OOO per month. 

The prospeccjve reseller would also need co have open lines of credit to 

fananco oil purchase1 until payment wu r~eiwcd from tht cusromer. Auumtnl the 

entrant intended to move a minimum of 1,000,000 barteb per mooch it would tw1 

necessary to fanaoce approlllrnately SIS,OOO,OOO for H to 40 days. 

Althouah the current barriers to entry into thil market u a re finer or 

reseller are substantial, they would bo eveo hiaher ncepc that the depruutl state 

of the oil industry hu created surplua refinery capacity and increased the storage 

tank capacity available for lease. The cost of these facilities will increase u ti-e 

oal induatry imprown and the current surplua availability dimini.thu. Thus, it iJ 

reuonable to anticipate that future entry conditioi\J wjJI bo more. rethtr thao Ius. 

restrictive. 

A oew compe4y could abo eaiAir the market u a broker sellina small 

carao lou to utilltla. lo tbia cue, the broker would not llawt to take a rinaocial 

potition with tht prod~ &.Dd would act u a middlemu between refiners and/or 

resellen and customers. "nl4l primary berrier to entry at thb Jewel would bo the 

need to llave established cootacu with refiners, tredtre and potential customers 

normally activa in the mark~t. However, thb may not bo a very viable approach af 

an enterina company up«U to make utility sales. For uamplt, FPL hu informed 
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me that they ue hesitaot to dul with 1 broker who doca oot actually hold title to 

the oil beina sold u this would be corui~er~ a hiah-risk source. 

Table 2 prueota a list of currently active firau capable of supplytna 

resid to the southnstero utility awkll oo a cnoti'ICt buis. This lbt represeots 

the firms pru.eotly capable of supplyina the southeuttrn uttlity market. Some of 

these firau also supply res id to the market io the Norcheu,. The liJt of r;otential 

contract supplien to FPL It somewhat shorter. for e.umplt, beau.. of tl\e low

sulfur requirement, Laaoven S.A. is oot a preseot supplier to FPL. but could tu,ply 

other area utilitieJ with leu resttlct.lve sulfur speciflcatioos. Laaoveo rerines 

Venezuelao crude oil which hu a hi&h- sulfur conceaL Others, such u Strae:aot Otl 

:~.nd Gu Compaoy and Torco Oil Company, tell primarily to U.S. Gulf Coast 

resellen, but could supply utilities that have thetr own trarupomtion and ~uy in 

suCficiently lara• quantities. In Hl lut request fur bids to supply requirements for 

1987 and/ or 1911, FPL received 12 proposau. Under c:ircutnJtances where only 12 to 

~0 firru compete for sales in a cnarket dominated by a few lara• purchasers. nch 

C.rm will be concern~ with the actloDJ or potential reactioos of its rivals. The 

lou of a wa• salt, such u u Fl'1. cootn~Ct, w:~uld undoubttdly han a sianiricant 

e(fect oo the market share of that firm. 

Some rerUlen or reKllers, thouab oot ordioarlly c:apeble or or willina to 

commit the resources neceuary to mttt utili!')' specific:atioos in order to compett in 

the coocraet muktt for low-aulfur mid, may be potentW spot cnarket supplien 

T:able 3 lists fircna io thb c:ateaory. The number of finftl ln thu cattaory b abo 

small enouah that they mu.at be aware of and consider tht prica offered by tho 

othen in their decisionmaklna proeess. 

The primary characceri.ulc which distlnauishes oliaopolistic markets 11 tho 

il'ltcrdepeodeoct or the selltn iA tht market. Clearly, io YIIW of tho relauvely 
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small number of sellera, tht reatrlctlonJ on entry aod the small number of larae 
buyera, the bids a.od prictt offered by ooe fuel oil supplier will have 10 erre~t 0 11 

the pricina policy and the quantity sold by the remaioina salltra. A firm wi.shina to 
sell resid to FPL io thls market cannot iaoore the lc:tloiU or pricina dec.siooJ of 
other flrnu aod reasonably expect to profit io tbe lona ter!D. 

8. Ertcc! or Dhc!oay(l 

In Section Ill, the role or dlsdoturl and lht (l-('tOtl conducive 10 price
cut:ina io oliaopolhtic ioduJtries wu di.scuued. The aaalytiJ indicates that 1he 
racton which facilitate secret dlscountina art also present io the :outlluscern 
market for reald. As dlsc:ussed, there are curreacly 12 to 20 firms capable of 
supplyina reaid io this market. Resellera or broktra will tu.ve differenc cost 
structure. thao rerinera. The oil industry iJ typically clwiried u a hiah o-verhead 
cost indUJtry. ContractS for resid are lara• and infrequent. The probable net aa•ns 
froo diJCountlnt are areacer where ordera are lara• and infrequent. In che absence 
of public disclosure, price coocessioDJ could reasonably bt expected to remain secrec 
for II least ooe tO two yean under a tooa- term C:0Dti'1Ct. And (ioally, lht upected 
aaiiU to uoderc:uttioa the loduJtry pnc. 10 a lara• buyer sucb u FPL would be 
lara• If secrecy could bt wumed. All of these market charKttriJtics which arc 
present io the southtullro raid ma·ket an cooduc:lve to the ai'IJitioa or price 
c:ooceuioDJ. A Jlmjtiaa factor, however, !DIY bt diKioaure or tht lack of ucreey 
sance price cooc:asioDJ to a sinaular lara• buyer such u FPL could mun a 
sianifica.at IOU of sala fOr tht rtmaiaina Mllltl. 

The anaJysiJ of the fuel market ia which FPL comptttt iadicatu lhat 
sellera have a strona inceotlve to araal pric:t c:onceuioiU, but ere mott likely to 
arant them ooly if secrecy can bt wured. 
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V. CONCLUSION 

Theory predlc:u that to lilt uttot ruel 1uppllta and ~ervicu are 
purc:llucd ill oliaopolbdo marktu, publk disc:loturt or detailed prlc: lna Informat ion 
will areatly liatit opportuoitltl for secret price conceuio11.1. ThiJ theory ia eveo 
stronaer wheD appUtd to a lara• buyu lA reladoD to the 1iz.e or the market. My 
aoaiYiis or the actual market iodic:ates that FPL il a very lara• buyer 'wrchuina 
fuel oil ift an ollaopolbtk market where lnterdependeoc:. l.a a key charac:terbtic:. It 
(otiOW1 that the llpt<:led conuqueoce O( &fl:llet disc:Jolurt O( tht delaib O( fuel 
uaosac:tioos b fewer pri" c:oocwloos. Price c:oocessioos io fuel contrac:u result 
io lower overall elec:ulc:ity cost to ratepayera. Consequently, public disclosure i1 
likely to be detrimeocal to FPL and I" ratepayen. 

PAMELA J. CAMERON 

SworD be(ort 1D1 lhlt l(f+'- day o( Much, 1917 io the District of Columbia. 

NOTARY PUBLIC 

My conmiuion upiru_,kpf d~ /1 ~1 
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NORTHEASTERN AND SOlTTHEASTERN 
UTlLITitS CONSUMING APPROXIMAT£LY 

500,000 BARRELS PLUS PETROLEUM PER MO"'TH 

Number of 
Delivery Barrels 

l.llilil:xlMliDib e11iDLI S1111 ewu:bu~ 

(I) (2) (3) 

Florida Power aod Liahc 
Company 

July a Florida 2,920,000 
Au a usc 9 Florida 1,011,000 
September 9 Flo rich I Z2~ !MMI 

5,302,000 

Canal Electric: Company 
July Muaac:husecu 361.000 
Au a usc Mauac:husetiJ w . .®2 

1.~3.000 

Central Hudson Gu and 
Electric: Company 

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

2,S06,000 

Commonwealth Edisoo Compaoy 
July I Illinois .547,700 

Conoec:tic:ut Llabt ud Powv 
Company 

Auaust 3 Coo oecticut 696,000 

Consolidaced Edison Compuy of 
New York 

July 9 New York 1,220,000 
AU IUS! 9 New York 141,000 
Sepcember I New York 1 11n !MMI 

),1•3.000 
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TABLE I 
Paae I of 2 

Averaae 
Sulrur 

..csuuw.. 
(Percenc) 

(-4) 

0.13~ 
0.14 
0.11 

2.03 
2.09 

1.32 
1.31 
1.23 

0.67 

0.99 

0 .29 
0.29 
0.26 



rlORTHIASTERN AND SOUTHEASTERN 
UTILITIES CONSUMING APPROXIMATELY 

500,000 BARRELS PLUS PETROLEUM PER MONTH 

July tbrouab S.pltmbtr 1915 

Numbtr of 
Delivery Barrell 

Usilii):£M!:!Dib l!:!iDIJ S1111 l1mb~~ 

(I) (2) ()) 

Florida Power Corponlioa 
July 7 Florida no,soo 
~pterobtr 7 Florida ~~l 2SI$I 

1,374,400 

l ona bland Liahtinl Company 
July 4 New York 1,499,000 
AUIUJI 4 New York 1,636,000 
September 4 New York 12l agg 

4,007,000 

New Enaland Power Company 
July 2 MassachUMIIJ 591,000 
September 2 MassachUMIIJ 6~l agg 

1.234,000 

PeooJylvania Power and Liaht 
Company 

July 6 PeaASylvaala ~.000 
Auau.r 6 PeOAJyl vaJ1Ia 1.393,000 
September 6 PtaAJyiVR1a 6.QZ,Qgg 

2,506,000 

TOTAL 23,976,100 

TABLE 1 
Paae l of l 

A venae 
Sulrur 

-.C5ll1Jur_ 
(Perc,enl) 

(4) 

I 25«11, 
1.14 

2 20 
2.20 
2. 30 

I )li 
l .O<C 

0,91 
0.19 
0 .19 

Source: U.S. Deparuneat o( Ener1y, Eneray fo(ormatioo Adminblrtlion, Ele:saris: 
lower Oyartcr!y, Table 14, Third Quarter 19U. 

nera· 



POTENTIAL SOUTHEAST RESID SUPPLIERS 
LONG· TERM CONTRACt'S 

Actjye Comoany BcOntt 
(I) 

Amerada Heu Corporatloa Yes 
Amoco Oil Company Yu 
Apex Oil Company No 
B. P. North America No 
Belcher Oil Company No 
Challenaer Petroleum (USA), Inc. No 
Chevron loteroatlonal Oil Company No 
Clarendon Markellna, Inc. No 
Eastern Seaboard Peuoleum Company No 
Global Petroleum Corporation No 
Hill Petroleum Compaoy Yu 
Koch FuelJ, Inc. Yea 
Laaoven S.A. Yes 
New Enaland Petroleum Company No 
Petrobru (Bra111) Yea 
Phibro Diatribucon Corporation No 
Scallop Petroleum Company No 
Seraeaot Oil and Gu Compeoy, Inc. No 
Stinoea loteroil, Inc. No 
Su11 Oil Trtdina Compt.Dy Ya 
Tauber Oil Compuy No 
Torco Oil Compaay No 

Loaa-Term 
Tnnsporutioa 
COwo or Lnal 

(:!) 

Ya 
Yu 
Ya 
Yet 
Yt1 
No 
Yet 
No 
No 
No 
No 
No 
Ya 
No 
Yes 
No 
Yet 
No 
No 
No 
No 
No 

TABLE l 

Current or 
Previou.a 

Supplier o( EPL 
(l) 

Yet 
No 
Yet 
Ytt 
Yet (current) 
No 
No 
No 
No 
No 
No 
No 
No 
Ya 
No 
No 
Yea (current) 
Ytt 
Yet {curr1n1) 
No 
No 
No 

Sourc« Data provided by Florida Powtr and Liaht Company. 

nera· 



~- TABLE l 

POTI.NTJAL SOUTHEAST RESID SUPPLIERS 
SPOT MARKET 

Mtjva Cgmgany 

Amerada Heu Corc>eratloa 
Amoco 011 Compuy 
Apea Oil Company 
B.P. North America 
Belcher 011 Company 
Challenaer Petroleum (USA), loc. 
Chevron International Oil Company, Inc. 
Clarendon Marketina. loc. 
Eutern ~aboard Petroleum Company 
Hill Petroleum Compuy 
Koch FueiJ, Inc. 
Laaoveo S.A. 
New Enaland Petroleum Company 
Phibro DiJlributors Corpontioa 
Scallop Petroleum Compltly 
~raunt Oil and Gu Company, Inc. 
Tauber Oil Company 
Transworld Oil (USA), Inc. 

Refiner 
(I) 

Yes 
Ya 
No 
No 
No 
No 
No 
No 
No 
Yes 
Ya 
Ya 
No 
No 
No 
No 
No 
YeJ 

Lon a-Term 
Transportation 
COwn gr Lmcl 

(2) 

Yea 
Yes 
Yu 
Yes 
Yt l 
No 
Yes 
No 
No 
No 
No 
Ya 
No 
No 
Yes 
No 
No 
No 

Souru: O.ta providtd by Florid• Power aod Ll&ht Company. 
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AT!ACHMENT E 

BEFORE THE 

FLORIDA PUBUC SERVICE COMMISSION 

STATE OF FLORIDA) a 
COUNTY OF DADE ) 

AfFIDAVIT 
Docket No. G50001-EI 

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

b1 mo. saod and testified 

My name Is Eugene Ungar, my busmoss eddress is 9250 W Flagler Street. Moami, Florida 33174 , 

1 am omployed by Flondn Power & Ught Company ("FPL") as a Forecasting Spoclntost In tho Business 

Systems Department. I r~lvld a Bacnotof's D~~gree In Chemoeal Engoneenng from Cornel Unoversoty on 

1972 In 1974 I receoved a Mastofs Degree on Busmess Admonostrahon from tho Unoverslly ol Chocago 

From 1974 to 1984, 1 was emplOyed by Mobil Oil Corporation whore 1 served as a Senoor Stall 

Coordmalor and Svporvlsor In tho Corpora~o Supply & Dis tribution Dopanmonl. and 1110 Worldwide Refining 

and Marketing Dlvos>,)n's S!rategoc Supply Planntng and Controftefs Departments In pcasohons oltncroasong 

rosponsi!)jltly 

In January of t985. t)olnad FPL as a Santor Fuel Engineer and was responsible tor tho luol onco 

forocasung and fuel·rolatad planning projects. 

In January of t988, I was giVen the added responslbhty for beong Team Leade• for FPL's ForecdSt 

Rovoew Board Task Team 

In September of 1988. I was named Pnncipal Eng near 

In June of 1989,1 was govan the added responslbloty tor the Regulatory Servocos Group on the Fuel 

Resou reo~ Department 

In July of 1991, I wls named Pr1ncopa1 Fuel Analyst. 

In October of 1993. I w11s named Forocash~ SpecoaUst 

1 have revoowad the affldavot of Dr Pamela J Cameron. dated March 4, 1987 Tile condotoons Cl:ed 

on Or. Camuron·s affidavit, that led to hor conclus oon !hat tho market on whoch F'PL buys fuel ool ·~ 

oligopolosllc. aro srill flue today Tho reasons for this oro as rouows: 

A . Table 1 attached hereto Is an updalod version of Or Camoron·s Table 1 snowong tho relative 

sozo ol rosodual fuel oil purchase& lor the maJOr consl!mong urllotoos on the Sourhoasr and the 



Ungar Affidavit 
Page 2 

Northeast. 01 tho 4 ut1h11Gs who had residual fuel oil purchases of more than 6 million barrelS 

In 1993. FPL Is clearly the single largest buyer. especially In the Southeast. 

8 . Taole 2 attached Mreto IS an updated version ol Or Camoron·s Tablo 2 (Contract $L•p-pUors) 

and Table 3 (Spot Mar1<et Suppfiers). II Identifies those firm!. currently capoblo ot supptyrng 

residual fuel oil to the Southeastern utility mar1<et on d contract or spot basis Circumsrances 

today do not require a dlrterentlatlon of s uppHers between tho con!ract and spot (one debvery 

contract) markets. Srnce some of tll3se suppbers cannot always meet FPL's sullur 

specrf•callons, the hst of potential contract supplrers to FPL is somewhat shorter In 1986. there 

wore 23 potential fuel oil suppfiers to FPL: 1n 1994. there are currently 29 potentrat fuel orl 

suppliers. In Its current request lor bids to supply a portion of FPL's fuel oil requiremen ts under 

contract lor the 1993 through 1995 periord, FPL received 5 proposals. Under Circumstances 

where only 25 to 30 firms compete for sal'.ls In a market dominated by a few large purchasers. 

each lrrm (supplier) will be concerned with the actions or poten ttal roactrons of tis nvals. 

The rnlorntatlon shown In columns P and 0 of the 423· t (a) report Includes Information 011 tho 

rerm1na11ng and transportation mar1<ets and the tuet oll volume and quefity lnspect:on mar1<ot. In 1987. FPL 

was only able to lind eight qualified partres with an Interest In bidding tarmlnallng and transportauon 

sorv1ces. or those, tour rospondod with transponeuon proposals end six wrth termlnaWng proposals Duo 

to the small oemand rn Florida lor both ol these services. market entry Is dllflcuh Consequently, d•sctosure 

or thrs contract data Is reasonably likely to result In Increased pnces lor terminating ano transpotlalion 

serVICOS 

Petroleum lnspoct.on services also have tho mar1<et characteristics of an ohgopoly. Due to the 

limited number of fuel terminal operations. there are correspondingly lew requirements 1or luet lnspecllon 

servrces. In FPL's last bidding process lor petroltum Inspection sorvlcas In t99t , only hva qua hired ~dders 

were found for FPL's bid soUcltatlons. Consequently, disclosure olthe contractual mformauon (I.a .• pnces. 

terms and condrttons) or these services would have lho same negatrve elfect on FPL's ability to contract 

lor such servocas as would the drsclosuro or FPL's prices lor r11sldual (No. 6) tuol oil Oelmeated m Or 

Cameron's alfldavtt. That Is. pursuant to economic theory. drsclosuru of priCing lnlormatlon by a buyer in 



Ungar Alfo!lav•t 
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on ologopo~shc ma!XetiS bkely to result tn a wothdrawal ot pr1ce concess•ons to that ouyer. thereby tmpaonng 

the buyer's abthty to negotiate contracts tn tho~ future 

The adverse ellect ot making 1nlormat1on of this narure avollablo to suppllers ts evidenced by tho 

olllndustr/s reaction to pubUcatlon of FERC form 423. Thst form dosctoseG a dakvored price of tuet 011. 

Because ol the importance of thiS Information to fuel supp~ars. soveral serv1ces arose which compoled and 

sold th1s mtormauon to suppbers thl't are only too wutmg to pay We expect that a Slm.!ar •cottage 

mdustry would develop 11 the FPSC 423·1 (a) or 423·1 (b) data were made public. Therefore, tho publocat•lln 

or th1s mtormatoon will be mado read1iy avallabfo to the fuel suppliers. and this w•lt ultimately <~ct as a 

dotromont to FPL's ratepayers 

T'1e Information which FPL seeks to protect tr::~m dosctosure ts contractual data that Is treated by 

FPL .IS proprietary confidential business Information. Access within tho company to thts onlormatlon Is 

rostnctod Thos mlormatlon has not, to tho bast of my knowledge. boon d1sctosod otsowhoro. Fur1110rmoro. 

pursuant to FPL's fuel contracts. FP Lis obligated to use aD re ... sor.able ellons IO malntaon the conlidentoa~ty 

ot tho 1nlorrr.at1on idenlilied as conhdenhal tn Atlachments A and C of FPL's ReQuest tor Spoc•l·.,d 

Conhde.111at Class1f1cahon. 

The pncmg 1nlormat1on appeanng on FPL's Form 423·1 (a) or 423·t (b) tor wh•ch conlldenhal 

c1ass1hcauon is sought should romo1n conhdon t1ol tor the umo period tho con tract IS In effect. plus Slit 

months. Disclosure of pricmg In formation during the contract period or prior to tho negotiation of a now 

contract ts reasonably ltkely to 1mpalr FPL's a1>1hty to negotiate future contracts as doscr.bed above. 

FPL 1ypocaUy negotoates new residual (No 6) luol o•l contracts and tuelretateCI sorviC8s contracts 

pr•or to tho end or exiSilng contracts. However, on occas10n some contract negot1a11ons are not tonallzod 

unlit alter tho end of Jho contract pe11od of ex1st1np conlracts. In those Instances. tho new contracts are 

typ;caUy negotiated within lho next six months Consequently, ills necessary to matntaln lhe contodentlabty 

of the lnlormat'on idenlllied as conlide<~lial on FPL's Form 423 1 (a) or 4 23· t (b) tor Stx months all or the and 

of tho lrldtvldual contracl period the In formation relates to 

Wtth respect to residual (No. 6) fuel oil poco •nlormahon on tho Form 423 1 (a) or 423·1 (b1 lor 011 

that was nor purchased pursuanl to an already existing contrac• and the terms of the agreement undor 
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wh•ch such tuel o•lls purchased arelulf1llad upc.1 delivery. FPL requeststto11 prtco 1ntorrnaton ldenhtoed as 

confidential 1n Attachments A and C ot FPL's Request tor Specltied Contldontlal Classllicatlon bo kept 

contldont1a1 tor a p6110d ot SIX months otter tho delivery. S1x monthb IS tho minimum amount ot ,,me 

necess .. ry lor conhdonlia~ty of these typos ot purchases to allow FPL to utilize us r. arket presence In 

gammg price concessions ourmg seasonal fluctuations tn the demand lor residual (No. 6) tuel 011. 

01sclosure ot this 1nlormat1on any sooner than six months after completion 01 the transactiOn is reasonably 

likely to 1mpa11 FPL's abihty to negotiate sue~> purchases. 

tn summary. 11 ts my optnlon that the COnJ11Ions Cited by Or Cameron 1n her affidavit are strll vahd. 

anJ that the markets in which FPL buys fuel oil, and fuel oil related services. are ollgopohsllc 

In addition, this affidavit Is In suppon of FPL's Request tor Confidential Classlllcatlon ot No 2 tuet 

ott prtco informathm round on FPL's Forrr 423·1 (a) Tne No.2 fuel oil mrormauon Identified on AttPch monts 

A and c 1n FPL's Request for Conlldent111 Classification ts proprietary conhdenual business lnlormo.tion as 

thattorm 15 dollnod In §366.093, F 5 As •uch. dlsclosure or this contractual do to would tmpa11 FPL's ab1hty 

to conlr.Jctlor No 2 tuol oil on favorable terms tn the future. 

No 2 fuel oil Is purchased through a blddmg process. At tho request ot the No 2 tuel oil suppbers . 

FPL has agreed to not pub~cty d•scloso any :;upp~or"s bOd ThiS non·d•sclosure agrooment protects both 

FPL's ratapayars. and the bidding supplters. As to FPL's ratepayers. tho non·public bidding procedure 

provides FPL with a greater varlatton in the range ol bids that would othorwlso not be available 11 the btds. 

or tho w1nn1ng bod by usetf. were publtcly d•scloslld W1th pubLc diSClosure ,)fthe No. 2 fuel 01t pr1ces round 

on F PL's Form 423·1 (a). the bOds would narrow to a closer range around the last wmnlng bOO ebm1nattna 

tho pOSSibility that one supplier mtght, boseo on htS oconom•c Sltuatton. como 1n substontlaly lowor than 

the other suppliers. Nondtsclosure likewise protects the suppiers from d.vulg•ng any econom>e advantage 

that 'upp•er may have thet the others havo not dtscoverod. 

The No.2 fuel oil pricmg Information appearing on FPL's Form 4?.3 ·t(a). lor whtCh conltCIIPnllal 

classthcauon IS sought, should remain confidential lor tho tlmo pe11od the contract 1:1 1n etlect. plus s1x 

months DISclosure ol pncing 1nlorrnatton ourrng the contract penod or pr1or to the negohatton or a new 

contract 15 reasonably likely to lmpa11 FPL's ability to negot•ate future contrlcts as descnbed above. 
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FPL tyj)lcaty negotiates ns No 2 fuo• ool contracts pnor .o tile ond of such conuccts However on 

occasion some conuacts are not negotiated until after the end of tht' current contract perood In anose 

mswnces tho contracts are typocally renegotiated within six month~ Consequently. II Is neces~ary to 

maontaln the confidenuafity of tho lnlormauon ldentoloed as conlldentlat M FPL's Form 423·1 (a) for s1x 

months alter the end of the ondovodual contract penod the Information relates to. Disclosure ot th•s 

onlormatoon any soongr thar six months afler completiOn of tho 1ransact10n ts reasonably tokely to ompa11 

FPL's abohty to negotiate such contracts 

Furtt•er attoant sayeth naught. 

State of Florida 

County of Oade 

) 
) ss 
) 

{U 
·~ ~ I I '.fll"-'-" ..___ 
~garu 

r::!-h 
The toregolng instrument was acknowledged before me this _:.,) day or January. ' 996 1n Oado 

Courlly. Florida by Eugene Ungar. who Is personally known to me and who d1d take an oath. 

-
Name of Notary 

Serial Number 

Notary 
Pubkc Title 

A· JANIT ANOAEt ~ ~ l; COMMISSION 1 CC 373i<M! 
~. ,Jf CXPIAC9JUN27,1998 
~ (to" IOhOIO hH~u or I~ AfUIHIIC IIONOI'II) C'l. ,., . 



Source 

TA8 1 E I 

NORTHEASTERN AND SOUTHEASTERN 
lffiUTIES PURCHASING APPROXIMATELY 

6 MIWON BARRELS PLUS PETROLEUM IN 1993 

WIIIY.IMonth State !:llaJII 
(000) 

Ftonda Power & Ugh! Florida 37.902 
Company 

Canal Electric Company Massaahusells 7,688 

Florida Power Corporation Flonda 10,78R 

Long Island Ughling New York 9,747 
Company 

Ave I'll go 
Sulfur 

COS!dlllll 
(f'er~nl) 

i 57 

1.54 

i .85 

0 90 

US. Oopanmenl of Enorgy, Energy 1nlormauon 
AdmmlstraUon. ElecJr!c Power Mgnthlv Aorll ! fi94.Ta.blo 
65. 



TABLE 2 

POTENTIAL SOUTMEA.ST RESID SUPPUERS 

Acuve Companv 

Amerada Hess Corp. 
BP North Amenca 
Chevron lnlornauonal Oil Co. 
Clarendon Markeling, Inc. 
Clark Oil Trading Corrpany 
Coastal Fuels Markellng, Inc. 
Enjet Inc. 
G Iobel Pelroleum Company 
lntornor Trade. Inc. (Brazil) 
John W . Slone 011 Olsl. 
Koch Fuels 
Koerr McGee 
Las Energy Corp. 
Lyondell PetrochemiCal Co 
M etaUegeUschall Corp. 
Norlheasl Petroleum 
PoOtrobras 
P<etrolee 
Pilllbro Energy Inc. 
R1o Energy International 
Stowan Petroleum Corp. 
S11nnos lnJororl, Inc. 
Sun Oil Tracllng Company 
Tauber Oil Company 
Texaco 
Tosco 0 11 Company 
Transworlc! 011 USA 
Trontoc 
VltOI 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 
SuppUer of FPL 

CpntcacuSoot 

YESIYES 
YEStYES 
NOIYES 
YES/YES 
NO/YES 
YES/YES 
YEStYES 
NOIYES 
NO/NO 
NO/NO 
NO/YES 
NO/YES 
NOIYES 
NOINO 
NOINO 
NO/NO 
NO/NO 
NO/YES 
NO/YES 
YF.SIYES 
NO/NO 
YESIYES 
NO/NO 
NO/YES 
NOIYES 
NO/YES 
NOrNO 
NO/NO 
NO/YES 

Source: OaiJI provided by Fkx1da Power & Light Cornplny Oanuary 3, 1996) 

Noto: I) Thb tabt. - u dM Uat lor both ClOntract and spot •upplMn (Tabt. 1 A Tahle 3) 



CBRTIJ'ICATE OF 8BRVICB 

I HEREBY CBR'l'IJ'Y that a tr••e and correct copy of Florida Power 
& Light Company's "Request !or Confidential Classification of 
Certain Information Reported on the Commiasion 'tl Form 423 · 1(a)" for 
November 1995 was forward6d to the Florida Public Service 
Commission via Airborne Express, and copies or the Request for 
r.onf idential Classification without Attachment A wore mailed to tho 
individuals listed below, all on this 11th day of Jan11ary, 1996. 

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

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

Davidson, etc. 
P. 0. Box 3350 
Tampa, FL 33601-3350 

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

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

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

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

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

Lee L. Wills, Esquire 
J3mes D. Beasley, Esquire 
Ausley, HcHullen, McGehee 

Carothers & Proctor 
P. o. Box 391 
Tallahassee, FL 32302 

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

James A. McGee, Esquire 
fl. o. Box 14042 
st. Petersburg, PL 33733 



\ 
" 

Zori G. Fer~in, Esquire 
Sutherland, Asbill & Brennan 
1275 Pennsylvania Avenue, N.W. 
8th Floor 
Washington, D.C . 2 0004 

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

Josephine Howard Sta!!ord 
Assistant City Attorney 
31 5 East Kennedy Blvd. 
Tampa, FL 33615 

j 




