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biRBORHE EXPR£88 

December 14, 1995 

Ms . Blanca s. Bayo, Director 
Division of Records and Reporting 
Florida Public Service Commission 
Betty Easley Conference Center 
254C Shumard Oak Boulevard 
Tal l ahassee, FL 32399- 0850 

Re : Docket No . 950001-BI 

Dear Ms . Bayo: 

Enclosed f or filing with the Commission in Docket No . 950001-EI are 
the or iginal and fifteen copies o! PPL'e Request !or Con!identiaJ 
Classi fication of Certain Information Reported on the Commission ' s 
Form 423 - 1{a) for the month o! october 1995. The original is 
accompanied by Attachments A, B, c, D and E. Please note that 
Attachment A i s an unedited Form 423 - l{a) and thero!ore needs to be 
treated as conf idential. The !i!teen copies are accompan ied by 
Attachments B, C, D and E. 

If you have any questions regarding this transmittal or the 
information filed herewi th, you may contact me at {305) 552-392~ 

DLS:sk 

Enclosures 

inrc~o'- ---,~ 

.iPSC·BUREAU OF RECORDS 

an fPl Group company 

Very truly you rs, 

~~ 
Senior Attorney 

OOCliM: ••• '· I ., 'I i · - ( 
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fPSC- RLC~~DS/fi E~ORTING 



BD'OU 'I'D 

PLORIDA PUBLIC 8..VXCB C0~88ION 

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

) 
) 
) _______________________________ ) 

Docket No. 950001-EI 

UQOB8'1' J'OR CODIDIJI'l'UL 
CLA88IJ'ICA'l'IOif OJ' cmt'l'Alll DIJ'OIUIA'l'ION 

RBPOR'1'8D 011 '1'K8 COMMI88IOif 1 8 J'ORN 423-l(a) 

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

Adminis trative Code, Floride Power ' Liqht Company ("FPL" ) hereby 

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

t his "Request tor confidential Classification.. ("Request") of 

certa i n i nformation reported on FPL's October 1995 423-l(a) Fuel 

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

states : 

1. FPL seeks classification of the information specitiod as 

proprietary confidential business information pursuant to §366.093, 

F.S. {1993) , which provides in pertinent part, as follows: 

( 1) • • • Upon r equest of the public utility or 
other person, any records received by the commission 
~o~hich are shown and found by the co-ission to be 
proprietary confidential business infor11ation ehall be 
kept confidential and shall be exempt from s. 119. 07(1). 

• * • 
(3) • • • Proprietary confidential busineos information 

inc ludes, but is not limited t o : 

OOCUr-':"W 1,''1"1Jfll-O/,TE 
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* * * 
(d) Information concerning bids or other contractuall 

data, the disclosure of which would impair the efforts of the 
public utility or its affiliate• to contract f o r goods or 
services on favorable terms . 

2. In applying the statutory atandarda del i neated above in 

paragr aph 1, the commission ia not required to weigh the mer i t s of 

public disclosure relative to the intereats of utilit y customers. 

The issue presented to the Co-iaaion, by thia FPL Request, is 

whf! ther the information souqht to be protected fits within t he 

statut o ry de f i nitions of proprietary confidential business 

information, as set forth i n §366 . 093, P.S. (1993) . If the 

information is found by the Commission to fit within the statutory 

definitions, then it should be claaaified aa confidential, be 

treatea in accordance with 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 unde r §366.093(3) (d), P.S . ( 1993 ) , a utility 

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

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

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

Commission has previously recoqnized that thia latter requirement 

does not necessitate the shoving of act\tal .i.Jipairment o r t he mor e 

demanding standard of actual adverse reaultat instead, it must 

simply be shown that disclosure is "reaaonably lilc.ely" to i mpair a 

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

4. Attached to t his Request and incorporated herein by 

reference are the following documents: 

Attachment A A copy of FPL'a October 1995 Form 423-l(a) with the 
i nformation tor which PPL aeeks cont idential 
classification hiqhlighted. Thia document is to be 
treated as confidential. 

Attachment B An edited copy of FPL's october 1995 Pot~ 423-l(a) 
with the inforaation for which FPL seeks 
confidential classification edited out. This 
docume.nt may be made public. 

Attachment c A line-by-line justification matrix identifying 
each item on PPL'a Form 423-1(a) for which 
confidential classification ia sought, along with a 
written explanation demonstrating that the 
i nformation is (1) contractual data, and (2) the 
disclosure of which would impair the efforts of FPL 
to contract for goods or services on favorable 
terms. 

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

Attachn.ent E An affidavit of Eugene Ungar . 

s. Paragraph 3 above identifies the two prongs of 

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

this Request for confidential classification of the information 

identified by Attachments A and c. Those two prongs are 

conclusively establ ished by the !acts presented in the affidavits 

appended hereto as Attachments 0 and B. Firat, the identified 
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information is contractual data. Second, diaclosure ot the 

information is reasonably likely to impair FPL's ability to 

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

and E. 

6. FPL seeks confidential classification of t he per- harrel 

invoice prices of No . 2 and No. 6 fuel oil, and r elated 

informatior:, the per- barrel terainaling and tranaportation charges, 

and the per-barrel petroleum inspection charge• delineated on PPL' s 

Form 423 - 1 (a) Fuel Report as mor e 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 demonatr ated once one 

understands the nature of the mdrket in which FPL as a buyer must 

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

States is an oligopolistic market. See Cameron and Ungar 

affidavits, Attachments D a nd E. I n order to achieve t he best 

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

must not disclose price concessions provided by any given supplier. 

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

FPL is a buyer who is reasonably likely to obtain prices and termg 

not available to other buyers . Therefore, diaclosure of such 

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

reasonably likely to increase the price at which PPL can contract 

for No . 6 fuel oil in the future . Again see cameron and Ungar 
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affidavits, Attachments 0 and E. 

a. The economic principles discussed in paragraph 7 above and 

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

FPL ' s contractual data relating to terminalin9 and transportation 

c harges, and petroleum inspection services as described in Eugene 

Ungar ' s affidavit, Attachment E. 

9. FPL requests that the Commission make two findings with 

respect to t .he No . 6 fuel oil information identified as 

confidential in Attachments C and D: 

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

(b) That 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 inforaation identified because: 

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

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

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

information, identified in Attachments A and Cas confidential, is 

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

Without confidential classification ot the prices PPL pays tor No. 

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

converge on the last reported public price, thereby reducing the 

probability that one supplier will aubatantially underbid the other 

suppliers based upon that supplier•• own economic situation . See 

Ungar affidavit, Attachment E. Consequently, disclosure is 

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

2 fuel oi l contracts . 

11. FPL requests that the Coamiaaion make two fi ndings with 

respect to the No . 2 fuel oil information identified as 

confidential in Attachments A and C: 

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

(b) That FPL 1 s ability to procure No . 2 fuel oil is 
reasonably likely to be impaired by the disclosure 
of the information identified because the bJdding 
process through which FPL obtains No . 2 fuel oil is 
not reasonably expected to provide t he lowest bids 
possible if d iacloaure of the last winning bid is, 
in effect, made publ ic through d isclosure of FPL's 
Form 42J~l (a). 

12 . Additionally, FPL believes the importance of these data 

to suppliers i n the fuel market is demonstrated by the blossoming 

of publications which provide utility-reported fuel data from FERC 

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

herein may c reate a cottage i nduatry of deaktop publishers ready to 

serve the markets herein identified . 

lJ. FPL r equests that the information for which FPL seeks 

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

necessary to allow FPL to utilize its market pres ence in 

negotiating tuture contracts . Disclosure prior to the identified 

date of declassitication would impair FPL ' a ability to negotiate 

future contracts. 

14. Tho material identified aa contidontiel information in 

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

private, and has not, to the beat ot FPL ' s knowledge and belief, 

otherwise been publicly diacloaad. 

WHEREFORE, FPL respectfully raqueata that the Commission 

c l assify as confidential information the information identified in 

Attachments A and C and which appeara on FPL's unedited Form 423-

1 (a) • 

Dated December 14, 1995 
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Respectfully submitted, ... 

Senior Attorney 
Florida Power & 
9250 w. Flagler 
Miami, Florida 
(305) SS:l-3924 
Florida B4r No. 

Light Company 
Street, f6514 
33 174 

0473499 
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ATIACHMENT C 

Docket No. 950001 ·EI 
December, 1995 

Justification for ConfldentlaDty for October, 1996 Report: 

FORM UNE<Sl COLUMN RATIONALE 

423· 1 (a) 1 • 17 H (lj 

423·1 (a) 1 - 17 (2) 

423-1 (a) 1 - 17 J (2). (3} 

423-1 (a) 1 - 17 K (2) 

423-1 (a) 1 - 17 L (2) 

423-1 (a) 1 . 17 M (2). (4) 

423-1 (a} 1- 17 N (2), (5) 

423-1 (a) 1 - 17 p (6), (7) 

423-1 (a) 1 - 17 a (6), (7) 

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

..... ·····-....................................................... _... ................ _ ... ___ ,._._ Rationale for confidentiality: 

( 1) This information is contractual information which, If made public. •would irnpair the 

efforts of {FPL} to contract for goods or services on favorable terms." Section 

366.093 (3) (d), F.S. The Information delineates the price FPL has paid for No. 
6 fuel oil per barrel for specific shipments from specific suppliers. This Information 

would allow suppliers to compare an individual supplier's price with the market 

quote lor that date of delivery and thereby determine the contract pricing formula 

between FPL and that supplier. 

Contract pricing formulas generally contain two components. which are: {1) a 

markup In the market quoted price for that day and (2) a transportation charge for 
delivery at an FPL chosen port of delivery. Discounts and quality adjustment 
components of fuel price contract formulas are dlscuss9d In paragraphs 3 and tl . 
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Disclosure of the invoice price would allow suppliers to determine the contract 
price formula of their competitors. The knowledge of each others' prices (i.e. 
contract formulas) among No. 6 fuel oil suppliers Is reasonably likely to cause the 
suppliers to converge on a target price. or follow a price leader, effectively 
eliminating any opportunity for a major buyer, like FPL, to use its market presence 
to gain price concessions from any one supplier. The end result is reasonably 
likely to be increased No. 6 fuel oil prices and therefore Increased electric rates. 
Please see Or. Cameron's affidavit flied with FPL's Request for Confidential 
Classification which discusses the pricing tendencies of an oligopolistic market and 
the factual circumstances which Identify the No. 6 fuel oil market as an oligopolistic 
market in the Southeastern United States. As Dr. Cameron's affidavit discusses. 
price concessions In an ollgopoilstlc market will only be available when such 
concessions are kept confidential. Once the other suppliers learn of the price 
concession, the conceding supplier will be forced, due to the oligopolistic nature 
of the market, to withdraw from future concessions. Consequently, disclosure of 
the invoice price of No. 6 fuel oil paid by FPL to specific fuel suppliers is 
reasonably likely to Impair FPL's ability to negotiate price concessions In future No. 
6 fuel oil contracts. 

12) The contract data found in Columns I through N are an algebra;c lunclio., 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 for the 
reasons stated in paragraph (1) relative to price concessions. 

(5) This column is as Important as H from a confidentiality standpoint because of the 
relatively 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 
lor the same reasons as set forth In paragraoh (1). 

(6) This column is used to mask the delivered price of fuel such that the invoice or 
effective price of fuel cannot be determined. Columns P and Q are algebraic 
variables of column A. Consequently, disclosure of these columns would allow a 
supplier to calculate the Invoice or effectlve purchase price of oil (columns H and 
N) by subtracting these columnar variables from column A. 

2 



(7) Terminaling and transportation services In Aorida tend to have the same, if not 
more severe, ollgopollsllc 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 w•th 
terminating proposals. Due to the small demand in Florida for both of these 
services, market entry is difficult. Consequently, disclosure olthl.:; contract data 
Is reasonably likely to result in Increased prices for termlnaling and transportation 
services. 

Petroleum inspection sorvlces also have the market characteristics of an oligopoly. 
Due to the limited number of fuel terminal operations, there are correspondingly 
few requirements for fuel inspection services. In FPL's last bidding process lor 
petroleum inspection services, only six qualified bidders were found for FPL's bid 
solicitations. Consequently, disclosure of this contract dala is reasonably likely to 
result in increased prices for petroleum Inspection services. 

(8) This information Is contractual Information which, If made public, ·would impair the 
efforts of (FPL) to contract for goods or services on favorable terms." Section 
366.C93 (3) (d), F.S. The Information delineates the price FPL has paid lor No. 
2 fuel oil per barrel for spoclfic shipments from specific suppliers. No. 2 fuel oil is 
purchased through a bidding pro~ess. At the request of the No. 2 fuel oil 
suppliers, FPL has agreed to not publicly disclose any supplier's bid. This non­
disclosure agreement protects both FPL's ratepayers, and the bidding suppliers. 
As to FPL's ratepayers, the non-public bidding procedure provides FPL with a 
greater variation In the range of bids that would otherwise not be available if the 
bids, or the winning bid by itself, were publicly disclosed. With public disclosure 
of the No. 2 fuel oil prices found on FPL's Form 423-1 (a), the bids would narrow 
to a closer range around the last winning bid eliminating the possibm:y 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 Oeclasstftcation: 

FORM UNECS) COLl.IMN .QAI.E 

423-1(a) 1 - 4 H -N 06/30/96 

423·1 (a) 5-7 H -N 05/31/'96 

423·1 (a) 8- 17 H-N 04/30/96 

423· 1 (a) 1 • 17 p 03/31 /99 

423·1 (a) 1 • 17 a 06/30/96 

423·1 (a) N/A H, I, K. L, N, A 12131/95 

............. ......... .. .... ..................... .... ---··--·-··-······-·····-··· 
Rationale: 

FPL requests that the confidential Information Identified above not be disclosed untillhe 
Identified date of declassification. The date of declassification is determined by add1ng 
6 months to the last day of the contract period under which the goods or servic:: 
identified on Form 423-1 {a) or 423·1 (b) were purchased. 

Disclosure of priclno information during the contract period or prior to the negotiation of 
a new contract is reasonably likely to Impair FPL's ability to negotiate future conlracts 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 contract period. In those instances, the 
contracts are typically renegotiated within six months. Consequently, It is necessary to 
maintain the confidentiality of the information identified as confidential on FPL's Form 
423·1 (a) or 423-1 (b) for six months after the end of the Individual contract period the 
information relates to. 

With respect to No. 6 fuel oil price Information on the Form 423-1 (a) or 423·1 (b) for oil 
that was not purchased pursuant to an already existing contract, and the terms of the 
agreement under which It is purchased are fulfilled upon delivery, FPL requests the price 
mformation ldentiried as confidential be kept confidential for a period of six months after 
the delivery. Six months is the minimum amount of time necessary for confidentiality of 
these types of purchases to allow FPL to utilize Its market presence in gaining price 
concessions during seasonal fluctuations In the demand for No. 6 fuel oil. Disclosure of 
this information any sooner than six months after comp:etlon of the transaction is 
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reasonably likely to Impair FPL's ability to negotiate such purchases. 
The No.2 fuel oil pricing Information appearing on FPL's Form 423·1(a) or 423·1(b), for 
which confidential classification Is sought, should remain confidential for the time period 
the contract is in eHect, plus six months. Disclosure of pricing Information during the 
contract period or prior to the negotiation of a new contract Is reasonably likely to impair 
FPL's ability to negotiate future contracts as described above. 

FPL typically negotiates its No. 2 fuel oil contracts prior to the end of such contracts. 
However, on occasion some contra~ts are not negotiated, until after the end of the current 
contract period. In those Instances the contracts are typically renegotiated within six: 
months. Consequently, Ills necessary to maintain the confidential ity of the lnformatio"' 
identified as confidential on FPL's Form 423·1 (a) or 423·1 (b) for six months after the end 
ol the individual contract period the Information relates to. 
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ATTACIIMBNT 0 

IErOII TH& 

fLORIDA PUBLIC S!RVIC& COMMISSION 

AfnDAVtT ) 
DISTRICT OF COLUMBIA ) u 

) 
Docket No. 17000 1- El 

Befort me, the undeniaDed authority, Pamela 1. Cameron appeared, who 
beina duly sworn by me, sa.ld and tatin.d: 

I. INTRODUCTION 

My name iJ Pamela J. CamtroA; my blltiotu addraa iJ 1100 M Streer. 

N.W., Suito 600 South, Wuhinaton, D.C. 20036. I a.m employed by the National 

Economic Resurcb Associates, loc. (NERA) u a S.nlor Analyst. I received my B.S. 

in Business Administration from Toxu Tech Unlvenlty in 1973, my M.A. in 

Economies from tho Univenity or Oklahoma ia 1976 and my Ph.D. in Economics 

from the U oivenily of Oklahoma iA 1915. My major fields of uudy have been 

Industrial Oraaoizat ioo, Publk F'tUou aAd Eeocometrlca. 

Since 1912, I have btto employed by economic and reaulatory eonsullina 

f irmt providina suvicea rtlatlq to utility ftlllladoll. I have directed numerous 

projeeu ineludina market ua.lysil, au acqubldoa ud contract oeaotiat ioo, and 

alternative fuob evaluation. 

l have been uked by Florida Powtt and Llpt Compaay (Fl'L) to evaluate 

the market in which FPL buys futl oU IDd to dettrmlJlt what impact, if any, public 

disclosure of certain fuel trttuaetloo data It likely to havt oo FPL and iu 
ra ttpayen. Specifically, the data I will addraa II the detailed price informar ion 

reponed on Florida Public service Commluloa form 42lt 

ner~ 



-2-

The impac:t of publk: diKJosure 0( price iAf'oraatiOil dtpeodJ OD the 

structure of the Dlllketl iavolvt<l. lA lbe rollowlna atcdOD3 I discuu the economic: 

framework (or evaluatina lbe tlrUCtlllt or IDllkett, the rote of d isclosure 10 

oliaopolistic marketl aod rev:ew tiM clrcuautuca or FPL't fuel oil purc:h..us us ina 

this framework. The rloaJ stetloa su.maariZita my coDCiutioOJ. 

II. THE ECONOMIC THEORY Or MARIITS 

Economic: theory predkta that the behavior of iodlvidual f irms and the 

consequent market performa~ will be determined laraely by the structure of rhe 

relevant market. The strveture or markets racae from hiahly competitive to vir tual 

monopoly dependina upon such factors u tiM number aod slu of f!rms io the 

market, the heteroaeneity or prodlleta ud distribution Channeb, 1ne Ust with 

which firms eao enter and leave 1M market, and the dearee to which firms and 

consumers possess information about lhe prlea and products. 

Usina these four buic criteria or charac:teristies, ecooomiJu disr inauish 

c?mpetitive, oliaopollstlc aod moaopoliatic aarketa. For eumple, a compe ti tive 

market is characteriud by the follow1A1= (I) rltm1 produca 1 bomoaeotous product; 

(2) there are meoy buyen ud Mllera 10 that IIIII or purchua of each are small 

io relation to the total marlttt; (3) tAtry illto or u.it from the market is oor 

constrained by economic or lepl Mrriera; ud (4) fln111 aACI c:oaaumerr have aood 

in format~O!l reptdlna altens&ti¥1 produc:ta &Ad t.be prleel at which they are 

available. Uoder these clrcumstuca Individual. buyers ud aellers have only an 

imperceptible ionueoee OD the market price or the ectloaa of others in rhe market. 

Each buyer and seller acta indlpendeatly aiM'I thoee ac:doOJ will not affect rhe 

market outcome. 

Ao oliaopollstic iodustry b oao In which the oumber or aellen il small 

enouah for rhe activities or sellera to airect each ot!Mr. Chanaes io the ourpur or 
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the price or ooe firm will atrtct the amouotl whlcta other tellers cao sell and the 

pricu that they cao charat. Oliaopolblic lndusttltt may sell either differentiated 

or homoaeneous productJ aod are usldlly chancttrlzed by h lab barriert to eotry. 

Bec:uue of tht interdependence of' suppUtrt, the uttnt to whic:-.'l they art informed 

with respect to the ~tjoDJ of otbtr pvtJa Ia lht awktt will aff@Ct the ir behavior 

and the performance or tht market. 

A monopolbtic market b OIM Ia whlch 1 tinalt nlltr cc otrols both the 

price and output or a product f'or whkb there are oo close substitutes. There are 

also sianiflcant barriers to prevent othtrt f'rom tnttrlna the market. In th is 

instance, the seller knows the detaib or each traosac:t1oo and there is no clear 

advanuae to the buyer in keepioa that dttalla collf'ldtntial 

It is clear even from thla b rief' dlscualoo that a determin&l ion of the 

likely efftc:t or the disclosure or the ltnDI aftd c:oodltioDJ or transactions depends 

on the type of market involved. lo dtttrmiolna the structure or FPL's fuel 011 

market, l have reviewed tht selltrs aad buyen operatlna io these marke!l, the 

horooacaeity of the prod~t. tM (IC1011 JOYinWll tDtty or II.Jt f rom the aurkets 

and the role of informatioo. 1'lle review lodic:atet that the fuel oU market lo which 

utilities in the Southeut purc:lwe tuppllel II ollaooolbtic. That Ia, the ac tiocs of 

one firm wUI affect the pric:lq ud output clecblou or other sellers. The 

interdependence amona fuel oU suppU.n Ia eompouoded by the presence io the 

market of 1 few very larat pwclwen. tuch u FPL. T'he followina sec:tiocs 

descri~ the detaiiJ Of an tlaboradOD of' the C:OnstqUeoctS Of transaction disclosure 

in this type of market, my market evaluation aod my C:ODCluslou. 

n erEr 
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lll. EFFECT OF DISCLOSURI IN OUCOPOLISTtC MARKETS 

A brief review of the role that MCrteY plaYI in oliaopoly theory is 

helpful in undentandina tJ\e prlcina potlcla or ollaopolisll and the p redicted impact 

on fuel cosu. 

An oliaopolistic cnarket struetu,. Ia chancteriud by competition or 

rivalry amona the rew, but the number or nrm In I market does not determin 'l 

conclusively how the market runctlOU. 1ft lht CIM or ollaopoiy, a number of 

outcomes are possible dependina upoo tile eSt.,.. to which the firau act either as 

r i vats or u -:oopenton. Sellen have a com moo a roup iJuerest in keep ina prices 

hiah, but have a conflict or interest with mpect to market share. 

The manaaement of oliaopollstlc Orllll recoanius that, a iven their mut•lll 

interdependence, profits will be hither wh.. cooperative policies are punu~d chan 

when each firm acu only in lu own narrow Mlf-interwt. If firau are offered the 

opportunity to collude, oliaopolistic marktll will tend to uhlblt a tendency toward 

che muimlzat ioa of collective profiu (the priclna behawlor usociated with 

monopoly). However, coordination or prlcillt pollcla to IDWmlze joint profiu is 

no t easy, especially where cost ud IDaiUt aha..- dlffereoca lead to connictina 

price and output prefereoc:ee amona Orllll. Coordination Ia coDJiderably leu 

di fficult whea oUaopolisiJ c:u commll.llicate opellly aDd r,..ly. But the antitrwt 

laws, which art coKK:erned with iAhlblclDa moiiOI)Oiy priclna, make overt cooperarion 

unlawful. There an, however, subtle waYI of coordln.atlna pric:lnt decisioiU which 

are both leaaJ IJld potentially effectlve If dllc:l"lloe cu be maintalAtd. 

One means of coorditatina behavior without I'Ul1J1ioi alouJ or tl\e law is 

price leadership. Price leadership can aenerally be viewed u a public sianal by 

firms of the chanaes in their quoted prlcel. If IICb firm kAOWS that lu price c:uu 

will be quickly matched by lu r lvaiJ, It wiU nave much las Incentive to make them. 

nere: 
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By the same loP:, each supplier kAows that its rivall ctll SI!Staio a hiaher price 

quote only if other firau follow with aatchina prlc:a. 

Focal point pricina is aootb~r eumplot or oUaopolistic pricina that allows 

coordinat ion without violatina tht u titniSt laws. Htre, sellers tend to adhere to 

:accepted focal pointa or taraets such u a publicly pos~ price. By settina iu 

price at some focal point. a firm taci tly tncouraa• rivalt to follow suit without 

undercuuina. Tiht posted price publbhtd for various andes or f uel oil by region 

would serve as a focal point for that area. Other typa ol focal points include 

m 1nufacture associat i-o ns' published list pri~ or aovt1'11mtot -set ceilina pricet. By 

adherina to these acc:.epted taraetJ, coo:rdinatioo IJ facilitated and price warfare is 

discouraged. 

While oliaopolists have ioctntiv• to cooperate io malntainina pr ices 

above the competitive level, there are also dlvbivt forces. Thore are several 

conditioru which limit the likelahood and effectiveness or coordination, all of which 

are related to the ability of a sinal• firm to offer price concessions without fear of 

retalia tion. They include: ( I) a silllif"~K:aAt a umber or sellers; (2) hettroaeaeity of 

products.: (3) hip overhead cocts cou:pled willa adverse bUJiDCU conditions: <•> 
lumpines.s and iafrequency in the purchase or product~; aDd (S) leC*Y and retalia­

tion taas. 

A. Tht Nwwlttr u4 Sly of flrwa 

Tht suuctural dimeosloa with the molt obvious innueoct oa coordination 

is the number ud size distributioa or firms iA the market. T1M arnttr tht number 

of sellers in a market, everythina else tht t~me, tbt IDOtl dlrtlcult It is to malnrain 

a noncomperitive or above-cost prica. As the aumbu or tlrms increues and the 

market share of each declines, firms ue iocreulnaly ~ to laaor~ tht effect of 

rhe ir pricina and output decisions on the acdons or other nrau. lD addition, u rhe 

nera· 
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number of firms i.Acreua. the probeblllty increuet that at le~t Ollt firm will have 

lower tha4 avena• c.ostJ aocl aa aureulve pricin; pclicy. Therefore, an oliaopoli.st 

in an industry o( IS ruiDI 1.1 moN likely to offer secret discounts and less likely to 

be discovered than 111 oliaopolill ill Ill lodust.ry or only thru riri'DJ. 

B. Pro4wct Hacuo.,oaltr 

If products weN ttuly bomoaeoeous or perrecc substitutes in the 

consumer's miod, price would be the ooty variable with which firrru could compete. 

This reduces the wk or coordJftltiDI, (or nrms muse consider only the price 

dimeosioo. Wheo productJ ue di!(ereotiated, the terrru or rivalry b«ome 

multidimensional and considetably more complea. 

C. Ombu4 Coati 

The ability of oli&opoli.ICI CO coordinate it affected in a variety of wa,ys 

by cost conditions. Generally, tbl aruter the difrerenceJ io cost structuru 

between firms, the more trouble the nrma will have maintJinina a common price 

policy. There is also evidence that Industria cbatacterlud by hi&h overhnd costS 

are particularly suseeptibJe to pricllaa dbcipllae brakdowns when a declioe io 

demand forces the illdust:ry to operete below e&PICity. The industry charac:teri:ted 

by hi&h fiud costs sufftn !DON whtl dti!Wid ~ depreued becauu or tttooa 

inducernentJ toward priol-cuttill& aDd • lower noor (rnuaift&l c:osc) to price 

decreases. (Price-c:uuloa wW be cbeckecl at bi&bet prices when marainal costs are 

hi&h and fixed cotb ue reladvely low.) 

D. Lymplnua ••• lwfrtt•••cy gf On«tn 

Prof itable tacic collusion 1.1 moN likely when orders are small, freQue nt 

and regular, since detection and retalladoo .,. eul<er under these circumstances. 

Any decision to undercut a price on whk:b iDdustry mcmben have tacitly aareed 

requires a balancina or probable aains •a•lnst the likely costs. The aain from 

nera-
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c:utt ina the pric. deriv.. from tlle iMre&MCI probability o( securin1 a profitable 

order and lttaer share o( the marktt. The eon uiMt from th• increued 

probability of rival reactioN drivlna down tJ\e level o( future pricu and, therefore, 

future proriu. The probable aail\l will obviously 1M laraer when the order at mke 

is larae. Also, the amount o( iarormatlon a nraa coaveya about iu pric: ina srrate&Y 

to other firms in the market incrnMI with the number or tnnsact ionJ or price 

quotes. Clearly, the ltu frequently orden are placed, the leu likely de tect ion 

would be. 

£. Scc-rtcy and Rttallttloe Leg 

The IODIIf tJ\e advent COIIUQileDCtl O( rival retaJiatiOD CID t>. delayed, 

the more attractive uadercuttlaa the accepted price tUucture becomes. One means 

of forestallina retaliation Is to araJSt *"' price cuta. rr price it above marainal 

cost and if price conceuions can reuonably 1M ea~ted to remain secret, ol iaopo­

lists have the incentive to enaaae Ia secret price thadlna. 

Fear of retaliation Is not Umited ju.tt to rear or matched price cuts by 

other sellers in the marker. A dbclotu.re or MCI"'t price concusioDJ to ooe buyer 

may lead other buyen to demand equ.al trntm .. t. The rnult would be a.n er01ion 

of indu.stry profits u the price decUoa to accommodate other buyers or a wi th­

drawal or price c:oacaaiou iA aea.raJ. 

The Dumber ud tlze distributloa o( buYtt'l Ua the market iJ I sianifiaot 

hctor where rear or reta.llatJoa Is u ltaPOrtaOt marlttt eltmeot. Where ooe or a 

few lara• buyers repr ... at a larp percent of the market, the arantina or secret 

price conceuioM to thOM buyers by a seller Ia likely to impote sianific:ant c01ts 

(that is, result in slanlncant lou or sales) for the remalnlna sellers. Since dis­

closure of secret price coaceulon• in thll cue il more likely to prompt immed iate 

reaction than would kaowledaa or price conc ... klu to tmaller, insianificanc nrms, 

nera-
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it follow:s thai r.ther thaD risk u unprofitable prlc:t battle rirau may cease 

offerina coac:wion.s. 

It iJ not in the looa-nua lottrttt or tht f irm coosideria& price 

concwion.s to initiate price c:uta whkll would letd to lower market pricu aenerally 

or ruinou.s price wan. If koowltdat ol price eoDetuioa.a leadJ other sellers to 

reduce price acc:ordiaaJy, tht prkt-cuttlna firm will los. the market share 

advantaae it could hau aaiatd throuall tecret price shad i111. Industry profits will 

be lower due to the lower prkt ltvtll. Therefore, a lvea th&t any price concusions 

will be disclosed, the most profltablt :str.teay Ia mort likely to be to refrain from 

offerina price concwion.s. Eliminatlna opportunltla for secret action (by disclosina 

price, for eumplt) would areetJy reduce 1M Incentive to oliaopolists tu offer price 

concessaon.s. 

IV. MARKET EVALUATION 

After reviewina tht theoretic&! criteria us.d by economists to e11aluate 

market structure• with FPL ~noDAtl ltDOwledaeebll ia the area of fossil - fuel 

procurement, I req\lested llld wu proYws.d with tiMDtlal market dar. necessary to 

analyz.e the market ill wllkll FPL purch.... No. 6 ful oil (res id). These data. 

toaether with other publiabtd loforiDitioa. were Ultd to detennine the \tn.acture of 

the market. 

A. Marlltl StrwstJn 

The prod~ udtr ~a.aldt,.lloD il raid &H ill primary purchaun ue 

utilities. FPL 11 located ia the Soutba:st ud, becal&lt of ita aeoaraphical location, 

purchases resid primarily from rtflntrlet Ia the Ollll Coast area or tht Caribbean. 

Transportation costs limit the market to thut 111M, althouall it may be possible to 

pick up distress.d cuaoa irom other locldoaa OD 1M spot market. Other rnajor 

purchasers of resid from tilt Oulf Cout and Culbbeu are utilities ia &he 
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Northeast. Due to tbt addltioftll transportation cosu, however, utilities in the 

Southeast would be unlikely to purchase resid from aorthwtern refineries. The 

Northeast does aot have adequalt renoery capacity to meet the demand ia that area 

aad is, therefore, a net importu ot raid from the Gulf Coast aad foreian suppliers. 

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

FPL purchua rtsid iA very lara• quantities, usually io barae or ship lou 

(100.000 to ,00.000 barrell or more). Ill 1916. FPL purchased 2$,460,637 bauels of 

low-sulfur resid, the majority or whic:b (61 percent) was under medium-term (one­

to two-year) contrac:u. The remainder wu purchased on the spot market. There 

are very few buyers of resid iA tbt market who purchase quantities approachina the 

levels consumed by FPL. Table I showt the relative size or purchases for the 

major c:onsumina utilities in the Southeast and the NorthHJt. Of the 10 ut ilities 

who had purchases ot more than 500,000 barrels per month for the July through 

September 19SS period, FPL b clearly the sinale most important buyer in terms oi 

size. Only one or the other utllltla ia located in the Southeast. 

The eotry requi.remeota for sellers io thia market are substantial. Sellers 

must be capable or meetioa au of tbt utillty't spec:lr~eatioGS includina quantity and 

quality (for example, maximum sWJ'ur, uh and water contlftt). Suppliers must either 

refioe or &ather lAd bleed caraoea from ref'lDeria to marketable specifications. 

The capital requinllltDtl usoc:laltd with bulldloa or buyina a refinery are 

certaioly subttaotlaJ. Aoother viable optioo for eocry l.ato tJW market would be as 

a reseller, blender or tradtr. AU or these participation leveiJ would require a 

financial position io the oil to be sold. At thia level, the entnnt would sather 

caraoes from refiners or other traders and blend (il required) to marketable 

specificatioDJ. The primary facWtiel rtQIIrtment would be storaae tanks to hold oil 

for resale or to blend caraoes. Auumlna the eJltraat intends to sell to ut ili ties. 

nera· 
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the minimum purchase quut!ty wou&d be approaimac.ly 100,000 to 110,000 barrelJ. 

ThiJ would represent one batlt lot. It II pogiblt to leas. ttou with aaiutors for 

blendina. The most nulble approeell wou&d be to laM a 250.000 barrel unk. This 

would accommodate two bat&t 1oeda or ooe medium capac:ity vusel. The cou for 

250,000 barrels of leased ltolqt woa&d bt approaimately SO.OI per barrel per day or 

S0.30 per buret per month. Total taok cost (wumina full utilization) would be 

approximately sn,ooo per month. 

The prospective reullet woul4 also nted to have open lines or credit to 

finance oil purchua until payment wu r~lved from the customtr. Auumin: the 

entrant intended to move a mlniaaua o( 1,000,000 barrels per month, it would he 

necessary to finance approximately SIS,OOO,OOO for 3S to .0 days .. 

Althouah the current barrltra to entry Into this markec 11 a refiner or 

re1eller are substantial, they wou&d bt eveta hlaher ucept that the depruud ua1e 

or the oil industry hu created surplua refinery capacity and increued the sror:aae 

tank capacity available for leue. The c:ott of thae facilh l« will lncru.se as the 

oil icdustry improves and the cllmlt turplua availability dim!Jiisha. Thus, it is 

reasonable to anticipate that future eetry coodltJou will be more, rather thao leu, 

restrictive. 

A oew com~MAY couJd aJio eater the tllllket 11 a broker sellioa small 

carao lou to utilitica. lD tbll ca., tbe broker wollkl llOC have to take a financial 

position with the prodllCt IDd would act a a mlddleawt between reflnen aad/ or 

resellen and customers. The primary batTler to entry at this level would be the 

need to have established contacts wllll reflnera. trad4n aod potential customers 

normally active in the market However, this may DOC bt a very viable approach if 

3D enterina company expects to make utility saa For example, FPL hu informed 

nera-
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me that they art hes1wat to deal whll a broker who dott oot actually hold title to 

the oil beina sold u this would be COD.Iidtrtd a hiah-rif.k source. 

Table 2 prmata a list ol eumaely active firau capable of supplyina 

ruid to the southeutera utility IDIIket oa a coatrac:t buis. This list reprueau 

the f irms preseatly capable or aupplyllla the aoutheutera utility marker. Some of 

these firms also aupply reaid to 1M market ia 1M Northtut. Tho list of potential 

contract supplien co FPL b so~~ttwllat ahorttr. For eume~le, because of thll low­

sulfur requirement, Laaoven S.A. it DOt a prtMat supplier to FPL, but could supply 

other area utilities with leu resttlctlve sulrur speciric:atioDJ. Laaovea refines 

Venezuelan crude oil which hu a lliah·sulrut conteac. Othen, such u Seraeaat Oil 

and Gu Company and Torco Oil Compuy, sell primarily to U.S. Gurr Coast 

resellen, but could supply utllicite that bavt tbtit own transpor tation and buy io 

sufficiently larae quantitlea. Ia Ill lui rtQuat for bids to Jupply requiremtnrs for 

19&7 and/or 19&3, FPL received 12 proposab. Under circulllStances where only 12 to 

20 fi rms compete for sala ia a marktt dolll1nattd by a few larae purcha.sen. each 

firm will be concertltd with the ectlou or potential ructions of its r ivab. The 

lou of a lara• salt, sucb u u FPL coatract. would undoubtedly have a sianificant 

effect on the market shari or that nr.. 
~me rerlnen or restlltn. tboQp DOt ordiaarlly capable or or willina to 

commie the raoun:es NCelllry to ...C utillty speclracatioll.l in order to compete in 

the contract IDitktt for low-auJfu resld, may be potential spot market suppliers . 

Table 3 liJts firuu iD th1s cateaory. Tile number or firms in thiJ c:a teaory is also 

small enouah that they must be IWII'I or and co11.1ider the pric,et offered by the 

others in their decisionmaklna pro«SS. 

The primary charac:tarlsdc wlllcb distlnauuhes oli&opolutic markets is the 

interdepeodenc. or the stllen lu the IDIIklt. Clearly, in view o( !he relatively 
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small numbtr of stllen. the ratrlctlooa oa tatty aad the small numbtr of larae 

buyen , the b ids aod prices offered by 001 fuel oil supplier will have aa effect on 

the pricina policy and tiM quantity 101d by the remalcina sellen. A f irm wishina to 

sell rel id to FPL in thb market cannot iport the actions or pricina dec isions of 

other firms and reuonably upect to profit io the lona term. 

B. EUut of Dlacloaurt 

In Section Ill, thl role O( diJcloeiUI ltld thl factors conducive to pr 1ce· 

cuttina In ollaopollulc industria wu dlscUSMd. The analysiJ indicatu that the 

facto " which facilitate ucret discountlna are also present in the southeastern 

market for resid. As ditcussad, there are currently 12 to 20 firms capable of 

supplyina res id ia this muket. Rae lien or broken will h& ve different cost 

sttucturu thaa refinen. The oil industry b typlc:ally clwifitd as a hi&h overhud 
cost industry. Contracts for resld are lara• an:! infrequent. The probable net gains 

from d iscountln' are areater where Orden are lara• and infrequent. In the ab,ence 

of public disclosure, price coocasiou could rtaOnably bt upected to remain secret 

for at least ooe to two yean uader a looa-11rm ~onUKt. Aad finally, the ex~ctl!d 

gaiM to uadercuttina the iDduauy pm to a lara• !buyer such u FPL would be 

tarae it secrecy could ~ auulftld. All ot lhae market chancterutia which are 

present in the southeutero raid matbt .,. coad~lve to the arantina of pr ice 
coocessioOJ. A limltina ractor, howner, may be ditclosure or ltle lack of secrecy 

since price coacesalou to a sinaul&r 1at1e buyer Juch u FPL could mean a 

signif icant lou o( saJa for t.be remai.UO.. sellers. 

The a.nalysb or the fuel mubt 111 whlcb FPL competet indicates tha.t 
sellen have a strona incentive to &rtDt prlce conceulons, but are most likely to 

grant them only if secrecy c:11n be wured. 
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V, CONCLUSION 

Theory prtcUc:ta thai to the tltiDt fuel supplla and servicu are 
pur<:hued ill oliaopoliltic: markett, public dbc:lollltt or detailed pric:ina information 
will areatly limit opportuoltitl (Of MCNt price concesaiou. This theory it c flO 

u ronaer whu applled to a 1atat blayu Ia relatloa to the siz.e or th., market. My 
analysis o( the actual markat lodlcattl that FPL II a very tarae buyer purc: has ina 
ruel oil io eo ollaopotbtic: awklt wbtre lattrdependtoc:. Is a key c:hancterisclc:. It 
(ollowt that the Upe<:ted C:ODSequtOC:. of .,.._., dlic:losure or the details of fuel 
triOJIC:tiOOJ b fewer price CODCaaloU. Price C:ODC:Wiou lo fuel c:ontncu relult 

io lower overall e*ttkity cott to rattpeytrs. CoMCQuently, public: disclosure is 
likely to be detrimeotal to FPL and itt race.-yen. 

PAMELA J . CAMERON 

Columbia. 
Swont before me tJlle '-/~ daJ of Marc:b, 1917 lo the District of 

NOTARY PUBLIC 

My commiulon uplru ,kpf d~. /'l gtj 
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NOITHIA.STIIN AND SOtJTHUST!RN 
UTILITIIS CONSUMING APPROXIMATELY 

500,000 IAIIILS PLUS PlTIOLlUM PER MONTH 

Number of 
DIU very Barrels 

UliiiLxlMgolb taiDII S1a11 fllt~:bmd 

( l ) (2) (l) 

Flor ida Power aod Lilhl 
Company 

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

S,302,000 

Canal Electric Company 
July Musacllusetu 161.000 
Auaust Mwachusett• I 09~ ooo 

1,963,000 

Cent ral Hudson Qu and 
Electric: Company 

July 2 New York Q02,000 
AUIUJt 2 New York 1,012,000 
September 2 New York l22 ggg 

2.S06,000 

Commonwealth EdisoD Qlmpuy 
July I DJlDOia S47, 700 

Conoectjcut Li1ht &Del Powu 
Company 

AUIUSt l Colloectkut 696,000 

Consolidated EdisoD Compuy ol 
New York 

July 9 Ntw York 1;120,000 
Auawt 9 New York 141,000 
September I New York 1 an.ooo 

3,143,000 

ne ra-

TABLE 1 
Paa• I or 2 

A venae 
Sulfur 

CQII" Dl 
(Percent) 

(4) 

O.U% 
0.14 
0.11 

2.03 
2.09 

1.32 
I 31 
1.23 

0.67 

0.99 

0.29 
0.29 
0.26 



NORTHUSTIRN AND SOUTHIASTERN 
UTILinl.S CONSUMING APPROXIMATELY 

500,000 BARRILS PLUS PIDOUUM PER MONTH 

Number ol 
DtUvtry Barrels 

UlilittlMilDib Egia~a S1111 fll[lib&l~ 

(I) (2) (3) 

Florida Power CorporatloD 
July 7 Florida no.soo 
September 7 Florida 6~l~ 

1,374,400 

l ona l.sland Liahtlna Company 
July 4 New York 1,499,000 
Auaust 4 New York 1,636,000 
September 4 New York IZZ QQg 

4,007,000 

New Enaland Power Company 
July 2 Muaachusetts S91,000 
Septtmber 2 MUIICJiusetts 6~l.~ 

1,234,000 

Pennsylvania Power 111d Liaht 
Company 

July 6 PtDUylvula S06,000 
Auawt 6 Ptusylvula 1,393,000 
September 6 Ptauylvula §g2 QQg 

2,S06,000 

TOTAL 23,976,100 

IABLf. I 
, ••• 1 or 1 

Ave~ae 
Sulfur 

CIID"DI 
(Percen1 ) 

(4) 

12S~ 
I 14 

2 20 
2 20 
2.30 

I.SO 
2.04 

0.91 
0.19 
0.19 

SoU ICC: U.S. Department o( Eoei'IY, EMrJy (JalormatioD Administrat ion, Electr ili 
fgwcr Ouaacr!y. Table 14, Third Quanar 1915. 
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POTENTIAL SOUTHEAST RESID SUPPLIERS 
LONC-niM CONTRAtn 

Loaa-Tum 
Trauponatloo 

6!ilin 'llmQIDX BIDD.tE (Owft SU: ldiSI) 
(I) (2) 

Amerada Heu Corporation Yta Yll 
Amoco Oil Comp&Ay Yll Ya 
Apex Oil Compaoy No Yea 
B P. North America No Yet 
Belcher Oil Compuy No Yll 
Challeoaer Petroleum (USA), Inc. No No 
Chevroo loteroalionaJ OU Compuy No Yet 
Clareodoo Marketlna, Joe. No No 
Eastero Seaboard Petroleum Company No No 
Global Petroleum Corporation No No 
Hill Petroleum Company Yta No 
Koch Fuels, Inc. Y11 No 
Laaoven S.A. Ya Ya 
New Enaland Petroleum Compaoy No No 
Petrobru (Brazil) Yes Yes 
Phibro Distributon Corporatioo No No 
Scallop Petroleum Compeoy No Ya 
Seraeaot Oil and Ou Compeny, toe. No No 
Stjonea loteroil , toe. No No 
Suo Oil Tradina Compuy Y• No 
Tauber OU Compaoy No No Torco Oil Compaoy No No 

TABLE 2 

Current or 
Previow 

S1111111i'[ g( E~L 
(3) 

Yu 
No 
Yea 
Yet 
Yea (current) 
No 
No 
No 
No 
No 
r~o 

No 
No 
Yea 
No 
No 
Yes (curren t) 
Yet 
Yes (current) 
No 
No 
No 

Sourc:c O.ta provided by florida Power aod Llaht Company. 

nera-



TABLE l 

POnNTIAL SOUTHIAST RESID SUPPLIERS 
SPOT MARKET 

Active Company 

Amerada Heu CorporatioD 
Amoco 011 Company 
Apu Oil Company 
B.P. North America 
Belcher 011 Company 
Challeoacr Petroleum (USA), lAC. 
Chevron International OU Compuy, Inc. 
Clarendon Marketln&, toe. 
EuterD Seaboard Petroleum Company 
Hill Petroleum Company 
Koch Fuels, Inc. 
Laaoven S.A. 
New Enatand Petroleum Compuy 
Phibro Dittributon Corporstioa 
Scallop Petroleum Compaoy 
Seraeant Oia end Gu Compuy, lftc. 
Tauber Oil Company 
Transworld Oil (USA), Inc. 

Rofintr 
(I) 

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

Lona- Term 
Transpor111ion 
(Own or Lmc l 

(2) 

Yes 
Yes 
Yet 
Yes 
Yu 
No 
Yea 
No 
No 
No 
No 
Yes 
No 
No 
Yes 
No 
No 
No 

Source: Dtta provided by Florida Power and Li&bl Company. 
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ATTACHMENT E 

BEFORE THE 

FLORIDA PUBUC SERVICE COMMISSION 

STATE OF FLORIDA) ss 
COUNTY OF DADE ) 

AFFIDAVIT 
Docbt No. 950001-EI 

Before mo. tho undersigned author11y, Eugene Unger appeared, who being duly sworn 

by me. satd and testified: 

My name is Eugene Ungar: my business address Is 9250 W. Flagler Stroot. Miami. Ftonda 33174 

I am employed by Florida Power & Ugh I Company rFPL ") as a Forecasting Speclali.sl in the Busmess 

Systems Department. 1 received a Bachelor'S Degree In Chemical Engineering from Cornell Untvarsuy tn 

t972. In 1974. 1 received a Master's Degree In Business Administration from the Unlvorstty ol Ch:cago. 

From 1974 to t984, I was employed by Mob'l Oil Corporation where I served as a Senior Stall 

Coordtnator and Supervisor In the Corporate Supply & Dlstr1bullon Department, and tho World.vlde Relining 

and Markehng Oivtsion's Strategic Supply Planning and Controlel'a Departments In posthons of mcreas.ng 

responstbihty. 

In January of 1985, I joined FPL as a Senior Fuel Engineer and was responsible lor the fuel pnce 

lorerashng and fuel-related planning projects. 

In January of 1988.1 VIas given the added responsibility IOf being Team Loader lor FPL's Forecast 

Review Board Task Team. 

In Seprember of 1988, I was named Principal Engineer. 

In June oi198S,I was given the added rasponst;llty lor the Regulatory Services Group •n the Fuel 

Resources Department. 

In July ol t991, I was named Principal Fuel AnalyS1. 

In October of 1993. 1 was named Forecasting Speclalst. 

I have reviewed tho affidavit of Dr. Pamela J. Cameron, dated March 4, t987. The condtlions c•tod 

10 Dr. Cameron's affidavit, that led to her conclusion that lha mal1<et In which FPL buys fuel oil tS 

ohgopoltslic. are still true today. The reasons tor this are aa follows: 

A. Table 1 auached hereto Is an updated version of Or. Cameron's Table 1 showing the relative 

size of residual fuel "'' purchaaea lor the major consuming utmtles In the Southeast anj the 



Ungar Alhdavtt 
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Northeast. or the 4 utilities who had ruidualluel oil purchases ot more than 6 mtlhon barrel~ 

in 19:13. FPL is clearly tho single largest buyer, especl~:ny In the Southaasl. 

B. Tabla 2 attached hereto Is an updated version ol Dr. Cameron's Table 2 (Contract Supplrers) 

and Table 3 (Spot Martial Suppliers). It Identifies those firms currently capable ot supptymg 

residual fuel oil to the Southea.stem utility mart\et on a contract or spot basis. C11cums1ances 

tOday do not require a ciHierenllatloll ot fUPPitl'f between the con:ract and spot (one da•very 

contract) maJt<ets. Since some 01 these suppliers cannot alWays meat FPL's suHur 

specifications, the list ol potential contraC1 suppltrsto FPL Is somewhat shorter In t 986. thoru 

wore 23 potential fuel oil svppUers to FPL; In 1994, there are currently 29 potentral luel ool 

suppnors. In Its current request tor blcls to supply a portion of FPL's fuel oll requrremenls under 

contract tor the 1993 through 1995 pertod, FPL received 5 proposals. Under circumstances 

where only 25 to 30 firms compete tor sales In a market domL1ated by a lew large purcha~er ~ 

each firm (supp&er) will be concerned with the actions or potential reactions ot rts nvals 

The info rmation shown in columns P and a olthe 423· 1(a) report Includes mtormation on the 

tarmtnahng and transportation martlets and the fuel oil volume and qua~ty Inspection marlcet. In 1987. FPL 

was only able to find eight qualified parties with an Interest In bidding tarminafing and transporlauon 

services. Ot those. tour responded with transportation proposalS and slx with terminating proposab Duo 

to tho small demand In Florida tor bOth of these services, martial entry Is dilllcult. Con~Aquenlly. drsctosuro 

of thrs contract data tS reasonably likely to rosult In Increased prices for torm111a~ng and transponatron 

sorvrcos. 

Petroleum Inspection services also have the martial charact8flstlcs of an ohgopoly Duo to tho 

limited number of luoltermlnat operations, there are correspondingly low requ irements lor luet lnspocuon 

servtcas. In FPL's last bidding process tor petroleum lnspeC1ion services In 1991. only live qua61iad t)jdders 

were found tor FPL's bid sollcltatlons. Consequently, disclosure olthe contractual Information (r o . ptrcos. 

torms nnd conditions) of these services would h11va Lht teme nagatlvo elloct on FPL's ability to contract 

for such services as would the disclosure of FPL's ptfces tor residual (No. 6) fue l orl do~neatod rn Or 

Cameron's allrdavrt. That Is. pursuant to economic thaory, disclosure of pricing lnformatoan by a buyer rn 
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an ohgopofistic mati<et is likely to result In a withdrawal of price co'lcessions to that buye• thereby •mpatnnl) 

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

The adverse effect of making Information olthls nature available to suppliers Is evidenced by tho 

011 Industry's reaction to pubticatlon of FERC form 423. That form disclosn a detivered pnce of fuel oil 

Because of the importance of this Information to fuel supp&ers, several services oroso whtch cllmpdod and 

sold this lntormallon to supptiers that are only too willlno to pay. We expect that :: Stmtlar "collage 

Industry• would develop if the FPSC 423·1 (a) or 423-1(b) data were made pubUc Therefore, the pubLcal!on 

of this lnlormallon will be made readily available to the fuel suppfiers. and thts will utllmately act as a 

detriment to FPL's ratepayers. 

The information which FPL seeks to protect from disclosure Is contractu at data that Is treated by 

FPL as proprietary confidential business Information. Access within the company to this information Is 

restncted. This Information has not. to tho best or my knowledge, been disclosed elsewhere. Furthe1more. 

pursuant to FPL's fuel contracts, FPL Is obligated to use al reasonable efforts to maintain the conhdenllahty 

ot the tntormation identit1ed as confidential ln Attachments A and C ol FPL's Request lor S~clfted 

Conlldenlla t Ctassilication. 

The pricing inlormallon appearing on FPL's Form 423·1 (a) or 423·1 (b) lor which conl•dentlat 

classll•ca llon is sought should remain conlldenllal lor the lime period the contract Is In ella:-• plus s•~ 

months. Disclosure of pricing information during the contract period or pl'lor to the negot•atlon ot a new 

contract rs reasonably ltkely to Impair FPL's l!blllty to negotiate future contracts as descr1bed above 

FPL typlcaUy negotiates new residual (No. 6) ruel oil contracts and fuel related !erv~ces contracts 

PftOr to the end ol extstlng contracts. However, on occasion some contract negottallons are not tmattZed 

until oiler the end ot the contract period of existing contracts. In thosa Instances. the new contracts are 

typ•cally negotiated within the next six months. Consaquantly.lt Is necessary to maintain the conltdenttaltty 

ot the tnlormallon identified as confidential on FPL's Form 423· t (a) or 423·1 (b) tor six months attar the end 

o1 tho lndtvtdual contract period the Information relates to. 

Wtth respect to residual (No. 6)1uel oil P'fcelnlormatlon on the Form 423·1(1) or o4 23· 1(b) tor 011 

that was not purchased pu11uan1 to an already exlst.ng conttact, and the tarms of the agreement under 
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1.Yh1ch such fuel 0111s purchased are fulfilled upon delivery. FPL requests the price Information identified as 

conlldent•31 In Attachments A and \,; ol FPL's Request for Specified Confidential Classification be kept 

conf1dontlal for a penod of slx months alter the detivery. Six months Is the minimum amount ol time 

necessary tor confidentiality of these types of purcha!.es to allow FPL to uiiAze Its mar1<et presence in 

gatntng price concessions during seasonal fluctuations In the demand lor residual (No. 6) fuel 011 

DisclOsure ol this mformation any sooner than six months after co~letlon of IN transacllon Is reasonably 

hxely to 1mpa•r FPL's ablhty to negotiate such purchases. 

In summary. ills my o;>inlon that the conditions cited by Or. Cameron In her affidavit are still valid, 

and that the markets In which FPL buys fuel oll. and fue l oil related services. are ollgopo5stlc. 

In addition. this affidavit is In suppon of FPL's Aequast for Confidential Classification of No. 2 fuel 

oil pr1ce 1nlorrnat1on found on FPL's Form 423·1 (a). The No. 21uef ollln~ormatlon Identified on Attachments 

A and C •n ~'PL's Request lor Confidential Classification Is proprietary confidential business lnlormallo" as 

that term 1s defined in §366.093. F .S. As such. disclosure of this conttaC1ual data would Impair FPL's ablhty 

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

No 2 fuel o111s purchased through a bidding process. At the request of the No. 2 fuel oil supphers. 

FPL has agreed to not publicly disclose any suppAer's bid. This non-disclosure agreement protects bolh 

FPL's ratepayers. and the bidding suppliers. As to FPL's ratepayers. the non·pubUc biddlng procedure 

provides FPL w1th a greater variation In the range of bids that would otherwise not be avallable it the bids. 

or the wmntng bid by itself. wfJre pub&cly disclosed. Wlth pubic disclOsure of the No. 2 fuel oil prices found 

on rPL s Form 42:!· t (a). the bids would narrow to a closer range around the last winning bid eNmmattng 

the poss1blhty that one suppber might, based on his economic situation, come In substanuauy lower lhiln 

the other suppliers. Nondisclosure Ukowlse protec1s the suppliers from divulging any economic advantage 

that supplier may have that the others have not discovered. 

The No. 2 fuel oil pricing Information appearing on FPL's Form 423·1(e). lor which confidential 

c las~llicat •on Is sought. should remain confidential lor the lime period the contract Is in olfocl. plus s1x 

months Disclosure of pricing Information dunng the conttatt period or prior to the negotiation or a new 

contract 1s reasonably likoly ro lmp;:lr FPL's abllrty to negoUate future contracts as described above. 
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FPL typccaDy negoliates lts No. 2 fuel oil contracts prior to the end or such contracts However. on 

occas iOn some contracts are not negotiated unlit after the end of the current con11act period. In those 

Instances the contracts are typicany renegotiated wl1hln six months. Consequently, 11 ts necessary to 

ma1nta.n the conhdentiatity or the Information ldentifled as confidentia l on FPL's Form 423· t (a) lor s1x 

months alter the end of the lnd1vldual contract period the Information relatGs to D1sclosure ol th1s 

.nlormal!on any sooner than s.x months alter completion of the transaction Is reasonably likely to 1mpa11 

FPL's ab1hty to negotiate such contracts. 

Further affiant sayeth naught. 

State or Florida 

County ol Dade 

) 
) ss 
) 

The foregoing Instrument wa.s acknowledged before me thla//.;,1-day or December, 1995 in Dado 
C.ounty. Flonda by Eugene Ungar, who Is porsonany known to me and who dld tako an oath. 

Name or Notaty 

Serial Number 

MllUAM 
NOT AllY PUDUC ST / \11! OP FLORIUA 

COMMIS6J()II: NO. CCO'Zl66 
u y c • \U W ISSlOS EXl!.. UNE U ,1WJ 

Notary 
PUbiC~~~~~~.------·-----------------
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TABLE 1 

NORTHEASTERN AND SOUTHEASTERN 
UiTlUTlES PURCHASING APPROXIMATELY 

6 MIWON BARRELS PWS PETROLEUM IN 1993 

WllviMIOb 

Flonda Power & Ught 
Company 

Canal Electric Company 

Florida Power Corporation 

Long Island Lighting 
Company 

AveragG 
Sulfur 

81111 UIIDII CQflllrd 
(000) (Percttn1) 

Florida 37,902 1 57 

MassachuseHs 7,688 1 54 

Flortda 10 766 1 85 

New York 9,747 0.90 

U.S. Department of Energy, Energy lnrorma11on 
Administration, Eloc!dc Power Monthrv AprU t994.Tablo 
65. 
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POTENTIAL SOUTHEAST RESID SUPPUERS 

Acl!ye Company 

Amerada Hess Corp. 
BP Nonh Amenca 
Chevron International 011 Co. 
Clarendon Mar1teting. Inc. 
Clark Otl Trading Company 
Coastal Fuels MaJI<eling. Inc. 
En)9t Inc 
Global Petroleum Company 
lnternor Trade Inc. (Brazil) 
John W . Stons 011 Olst. 
Koch Fuels 
Kerr McGee 
Las Energy Corp. 
Lyondett Petrochemical Co. 
MetallegeUschaft Corp. 
Northeast Petroleum 
Petrobras 
Petrotea 
Phtbro Energy Inc. 
Ato Energy International 
Stewan Petroleum Corp. 
Stlnnes ll'terotl, Inc. 
Sun Oil Trading Company 
Tauber 011 Company 
Texaco 
Tosco 011 Company 
Ttansworld Oil USA 
Trlntoc 
VttOI 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 
Suppler ol FPL 

COotmct!Soot 

YES/YES 
YES/YES 
NOIYES 
YESIVES 
NO/YES 
YES/YES 
YESIVES 
NOIYES 
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: Data provided by Flof1da Power & lJ;ht Cof1'11any (December 1, 1995) 

Note: 1) This tabte serves as theist tor boCh canlrac:t and 8plt ..-,.(Table 2 & Tabte 3) 
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I BERBBY C~RTI~Y thet a true and correct copy ot Floridd Power 
& Light Company's "Requeat for Confidential Claasif l.cation of 
certain Information Reported on the COJIUIIisaion •a Form 423- 1 (a )" tor 
September 1995 was forwarded to the Florida Public Service 
Commiss ion via Airborne E:cpresa, and copies ot the Request !or 
Confidential Classification without Attachment A were ma iled to the 
i ndividuals listed below, all on this 14th day ot December, 1995 . 

Barbara A. Balzer 
Flcrida Public Service Commission 
101 East Gaines street 
Fletcher Building 
Tallahassee, FL 32 399 

John w. McWhirter, Jr., Esquire 
Joseph A. McGlothlin, Esquire 
McWh i rter , Reeves McGlothlin, 

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

G. Edison Holland, E~quire 
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, French & Madsen 
P. 0. Box Drawer 1876 
Ta1lahassep, FL 32302 

Mr. Prentice P. Pruitt 
Florida Public Service 
Coaiasion 
101 East Ga ines Street 
Pletcher Building 
Tallahassee, FL 32399 

Jack Shreve, Esquire 
Robert Langford , Esquire 
Office o! Public counsel 
624 Fuller warren Buildir.g 
202 Blount Street 
Tallahassoe, FL 32301 

Lee L . Wills, Esquire 
Jaaea D. Beasley, Esquire 
Aualey, McMullen, McGahee 
Carothers & Proctor 

P. o. Box 391 
Tallahaasee, FL 32302 

Lee G. Schmudde, Es qu i r e 
Reedy creek Utilities, Inc . 
P. o. Box 40 
Lake Buena Vista, FL 32830 

Jamea A. McGee, Esquire 
P. 0 . Box 14042 
St. Peteraburg, FL 33733 



Zori G. Ferkin, Esquire 
suther land, Asbill & Brennan 
1275 Pennsylvania Avenue, N.W. 
8th Floor 
Washington, D.C. 20004 

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

Josephine Howard Stafford 
Assistant city Attorney 
315 East Kennedy Blvd . 
Tampa, FL 33615 
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