
e 
S:

PL 

AIRBQm IJPU
s s  

ay 12, 1994

Ms. Blanca Bayo, Director Division ot Record and R porting Florida Public Servi
c

e Co i i on 
101 East Gaines Str 

l te h er Building Tallaha s , 
Fl or ida 32399-0850 

••: Doc k e t 

Mo
. tt ooo

1-a 1

De ar Ms. Bayo:

Enclos d for filing wit
h th Co i i

on in Dock t
N
o. 9400 01-

E I  
are th fo llo wing :  

FPL' R qu t for Confid nti 1 Cla sitication tor th m onth o f  Febru ry. Fift n copi of FPL's R qu st For Confid ntia l  C sification of c rtain Information R port d on th C on ' Form 423-l(a) wi th Att ch nt B, c, D and E are The origin R qu st fo
r Confidentialification of c rt in Information R port d on th 

Form 4 23-l(a) with Att chmen t

A, B, C, D nd Ei nclo ed. Pl as not that Att Ch nt A i n un dit d 423-1 (a) nd ther for ne d to b tr at d • id 
nt

i 1. 

I you hav any qu ti o n reg rding th i info tion f il d her with, you 
y cont ct 

tra n it t 1 or th
t {3

0
5) 552-27 24.Siner ly

,

�#-�---
St v n H. F ld

ttorn 

SHF: k 

nclosur 

lette r2 ,f

Ff'l Ott
p 

6 0 t YI 



In r:
Co t 

rf o

PO TH 

PUBLIC S ERVICE CO MMr ss ro 

Fu 1 
n

d Pur ch
s 

d Po r ry C
l 

u 
n d  G r 1  rat ng J 

) 
Inc ntiv Facto

r 
)------ -- ----- ------>

Dock t No. 9400 0 1-E I  

REQUEST FOR CO HPIDE NTIAL CUS SIPIC
ATIO H  O F  CERTAIN IHFORHAT

I O  llB PORTE D  O W  T
HE COMMISS I O H18 FO R.H 423-l(a)

Pur u nt to 3 66. 093, F. s. and Florida Ad i
n
! t

r ti v C odRu l  25-2 2.006, Flo rid P�w r Lig ht Co pany ("FP
L

") r 
q
u 

t 
t
h tt h  Fl orie! Pu b lic S rvlc C

o I ion ("C o is 10n•1 
cl 

s sif y  s co
nf id 

nt al inform tion c rtain inf orm tion r por 
d on FPL•

F bru ry, 199 
upp ort ot it r gu

23-1 ( ) Fu l R po rt
FP L  tat s :  

d lin 
a d b low. In 

FP L  
int o a tion a

cl sificatlon 
o
f th

pro pr i t ry confid n al b u n b
l

ow s pec if !  d 
in fo tio n  

prov d 
pu r  u nt t o 

366.093, P.s. 
I
n p rtin nt p r , 3 66.0 93, P.s.

(1) "" • • Upon r qu st of public u o r
0th r on, ny r c ords r c b c io n
hich hown and foun c sio 

propri cont.id n
t

ial bu s f o on • p c id nt i 
1 nd hall x f 1 19

.0
7

(1).(3) • • * 

infon:i t ion l nclud 
(d) Infocontr cu l d t, 

th f or of 
co nt ct for g o od 

Propri ta ry  c o nfid n l l , bu t l not 11 it d to: 
t on cone rnlng bid t
h 

di closur of whieh 
public u til i  y or it s  or rv ic o n  f v o r  bl 

t
) 

busin ss



2 .  In pp lyin g  th statuto ry tandard d li
n at 

d 
n p r gr ph1, th Co i s sio n is not requir d to w ig h th 

di c lo ur r l tiv to th int r t of utility custo r. Th
i u pr s nt to th Co issio n, by thi pl ding, i 

in fo  • tion o ught to b prot ct d fits "lt
hi

n th

r it s  of pub lic 

d finition o f  propri try confid ntial bu in 
s in fo 

36 6.093
, nd hould the r  fo r b

r th 

t t utory 

t1 on, 

J
. 

To 

bus in 
s info 

t abl ish th t 

x pt from 119.07(1).

t ri 
l 

i 
pro

pr
i t ry 

c
onfid ti ltion und r 366.093(3) (d), F.s., 

d onstr t (1 )  th t th in.on, tion is c
o
n r ctu l 

d t ,  nd (2J

util
i

ty u t 

th t th dis clo ur of th d ta would i p ir th 

u
ti

l ity to cont r ct for goods or rvic son f
ffort s  o f th

t nns
. Th C o  i sion s pr v i o u ly r cogniz d

d s no n C s s i t  t th hewing o f

nding t ndard of ctu dv rs 
1 

ply b hom t h  t di sclo ur

th co n tr Ct ing fo1 go od or

th t h & la
tt r

ctu 1 
i 

p 

nt 
r SUl ts ; inst

on bly l
ly

r quir n t  

or h or 

d, USt 

t o  1 :i:p  ir 
rvic on f vor b l  

sOrd r o
. 17 0  6, t p g s 

3

nd s.

r fr nc 
•. tt ch d to thi pl din

g nd incorpor t d h r in by
r th ollo ing docu n : 

t ch n t  A )  copy ot th into cl ific 
r t d 

FPL' F bru ry, 199 F
o 2 3 -1 (  J withtion for h ich F PL s s co nfi

d 
n ti lio n  

hi gh light d. Thi s d oc u ·ob co nfi d  n ial. 

2



Att chm nt B) An dited copy of FPL's F bru r y , 1 9 94 Form 423-

1 ( ) wit h t
h

e inform tio
n for which FPL tG ks 

confid n ti al classific tio
n dit d out. This 

docu nt ay b m ad pu blic
. 

At t a c  nt C )  Thi d ocuc nt is
justification 

atrix id ntifying ch it Form 423-l(a) 

for which confidenti 
l cla ific ion i sought,

along with writt n expl natio n d monstr tin�, th t

th info tion is: ( ) cont r ctual data, that (2)

th di closure of which would imp ir th ffort of 

th utility to c
on tr ct for goods or

s rvic s on 

f vor b l  t rm . 

A tt ch m  
nt D) 

Th affid vit of or. P la C n ron. Dr. ca nron'

affid vit was pr�vi o u ly fi
l 

d with FPL' orLg inal

Request for confid ntial c1assi.fication of c•:rtain 
Info r:,nation Re ported on The commis,ion's Fon 

llAl. on M rch 5 ,  1987, in this docket. I
t

ifi 

r fil d with 
this r quest o r th of

th comm iss
i

on. Attac
hn nt E updat 

ffidav
i

t.

A t tachm 
n

t E )  Th

ffidav it of 
Eu g ne Un gar .

s
. 

P 
ragr p

h 
3 id n

t
ifi s th tw o prong s  o f 366

.
093(3){d) ,

F. S . , wh ch F P L  mu t 
t li

G
h t

o 
pr v i

l 
1n it r qu s

t
for 

confi d  n ti l cl 

ifi
c

tion of th inform tio
n

id ntifi 
d

by

t
t 

chm n
t

s 
A 

n
d 

c
. T

hos tw o pr ong s  ar conclusiv ly stabli h d

b
y th f ct p

r nt d in 
t

h 

Att ch n ts D 
n
d E.

Fir st , 

ffid vi t
s tt ch d h r o s 

h id ntifi d inform tion i 

c on t r  ct u  l d t . 
S 

con d, 
di 

c
lo ur of th in ore tion i 

r 
s
on

ably lik l y  
t

o 
i p ir FPL' bil i

t
y to contr ct for gc,od nd

rvic di c u  s din A
t t  c

h n
t

s 
C
, D nd

6. F P L
k conf id n ti l

c
l ific tio n o f h p r  b rr 1

inv
o c pric of N

o. 2 n
d No. 

fu l
, n

d r l td inform tlo n, th 

p r b 
r r

l 

in li
ng 

n
d tr n s po r tlo n ch r, 

l 

n d h p
r 



brr
l p tr o l

u

l ( ) Fu l R por t

n d c
. 

i
ns cti on ch rg s d lin t d on F

P
L

' Fo 

or p c ifi cal ly id nti id b y  At
t c

23-

n t  A 

t ion 

7. 
Th c

on
fid 

n
tial natur of th o. 6 fu l o il inf

o

t o 
prot ct i sily d onstr ted - o ne on und r�t nds

ust o p  r at . Th 

st rn Unit d S tat s nd th t of th 
r t in vhich ��eE-...a.�UJi::Jo. 

r. t i t o
. 6 fu 1 oil n th r-outh 

r 
t

is n o
li go p olistic arket. 

nffidBV it P· 
I
n 

ord r to chi v th b st cont r actua
l pr ies nd

t 
in 

n ol
igo polistic r. t, bu y r ust no d i  c

lo
s p r

ic

co ne  s
s
ions provid d hy any gi n suppli r- DU to i t s pr s nc in 

th 
rk t fo

r o. 6 fu l oil, FPL is a buy r th i r a s
o
nab

l
Y 

li ly to ob t  n pr
i

c s nd t res not va ilab l t ooth r bu y  rs-

Th r fo
r

, d i
scl

o sur of uch pric nd t by buy r, 
lik F P L  

in n oligopoli tic ark t, uch s to. 6 fu l oil , i r s
on 

b lY 

li ly to incr 
th pric t hich FPL can con r c

t f or to. 6

f u  l o il in th futur .

8. Th
co

no ic principl s disCU �d in p r gr ph 6 nd D
r


e 
r
o

n
' 

ff
id vit r quall y applicabl to F PL ' con t

ractual

da
t r 

l 
ting to t in ling nd tr n por tio n  ch

rg s, nd

trol u 
i

nsp ct i
o
n a rv ic s d 

sc
rib d

i
n 

E- Ung a
r
' ff d v it.

Th 
on n d only

c n f  id nt ial cl s i f  icati
o n  to th

k two ind1n gs t o  gr nt 

o
.

6 fu l o l i
nfo t on



id ntified s confid ntial in Att chm nts C and D, to wit: 

(a) That the No. 6 fuel oil data identified is contractual
d ta.

(b) That FPL's ability to procure No. 6 fuel oil, termin ling
and tr nsportation crvices, nd p trol um inspection
s rvic s i r son !:>ly l ik ly to b impair d by the
disclosure of the ii.formation identified b cause:

(i) The markets in which FPL, as a buyer, must procur
No. 6 tu�l oil, tcrminaling and transportation 

rvic s, and fu l inspection services ar 
oligopolistic; nd 

(ii) Pursu nt to econo ic theory, a ubstantial buyer in
n oligopolistic ark t can obtain pric 

concessions not available to oth r buy rs, th 
disclo ur of which would end such concessions, 
r sulting in higher pric to that purchaser. 

10. The confid nti 1 natur of th No. 2 fuel oil 

information, id ntified in Attachm nts A and c as confid ntial 

inform tion, is inh r nt in th bidding process us d to procur Ho. 

2 fu 1 oil. Without confidential classification of th pric FPL 

p y for No. 2 fuel oil, FPL i r son bly lik ly to exp ricnce a 

narrowing of th bid off ring No. 2 fu l oil. Th rang of bids 

i xp ct d to conv rge on th l st r port d public pric , th r by 

li inating th probability th t on suppli r will sub t nti lly 

und rbid the oth r uppliers bas d upon th t uppli r' own 

cono ic ituation. 

i r on bly lik ly to impair FPL' 

to. 2 fu l oil contr ct . 

5 

bility to n goti t futur 



11 • FP L r qu t th t t
h Co i ion

o. 2 fu l o il info

k th ollowing
tion d

nt ifi 

d 

i
n

di
ng 

with r pct to th

in tt C 
nt A n d C: 

a. T h t th No. 2 fu 
l o il d

ta
1
d n t

1fi d 
i
s 

con tr ctu l data; and 

b. Th t FPL' bili ty to procur 2 fu l oil i 

re s on b ly li ly to b 
i p ir d by th d i clo ur

of th info tion id ntifi d
b 

c aus :

(i) th bidding proc s s 
through hich FPL obt ins 

o. 2 
fu l oil is not r sonably xp ct d t o

prov d th low st bid pos ib
l 

1f di closur 
o

f th 
la

s
t 

w i
n n

in g bid is. in d 

publ. c  through di closur of FP L '
2 3-

l(a)
. 

12. Addition llY, FPL b l ieve the imp orta nc of thi d ta to

rk t i pot ntl y d on t ra t  d by th th up pli r in th fu l 

bl
o so

ing of publications which prov id utili t
y 

r port d fu
l d ta

23. Th disclosur o f th i nfo t1on ought to bf
ro 

FERC Fo

pr ot ct 
h r in will no doubt er co t g indust

ry
o
f d s

k op 

publi hr r ady to rv th a r .  ts h r  in id n ifi d. 

13. FPL r qu st th t th info

confi
d 

nt
i 

1 cl s ific tio n  no b d

p ci
f
i d in At ach nt c. Th ti 

tion for hic h  F P L

s i i d until th
d t 

p r1ods r qu 
s t

rk t pr nc

a r  

in
n 

cs ry to 

i ting futur contr ct. Di clo ur p rior o h id n tifi 

llow FPL
o u iliZ

bili y ton o ti td t o f d cl 
i ic tion w oul d  i p ir 

P L' 
fu t

ur
co ntr ct. 

1 • Th 

t C nts

t ri l id nt fi 

nd C i 1n nd 
d

to 

6 

con id nil info io n  in

n d  s d by P L  



pr v t
, n

d 
h not 

o th  rwi 
b n publ

icly d i  clo d to th
b 

t 

o
f FPL' kno wl dg

n d  

c
l

tt 

l f
. 

WH EREFORE, FP L  r p ct ully r gu st
ify c

o
nf id n ti l inf

o 
tion th informatio n id ntifi 

dinnt A nd 
C Whi

c
h p p  ar on FPL' un dit d Fo 4 23-1( ).

h t th Co i s ion

Oat: a
y 1

2, 1 994 R sp c

t
f

u
lly u b  it t  d, 

fuel
.f eb

7

A ttorn y 
Fl orida Pow r ,  L i ght Co

p nyP. O. Box 0 29 10 0  Hi i, Florid 33102-9100 (305) 552-2 724 
F
l

ori
d
a r o. 08691 1
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ATT ACHM ENT C 

D ocket o. 9 400 01-E IMay, 1994 
Ju:. 1111K.citio n  for ConfldenUa f or  February, 1994 Repon ;
fOB

M 

U NE CSJ 

4 2 3-l (J 4 - 1 5  
4 2 3-1 ( ) 4 • 1 5

2 3-1 ( ) - 1 5

C O LUMN

H

&D ON
A&.£ 

(
1

) 

(
2
) 

2 3-l(a)

4 2 3-1(a)

23-1 (a)

4 • 15 

4 - 1 5  

4 • 1 5  

( 2), ( 3J 

(2
) 

(2J 

4 2 3-1 (a) 4 - 15 
4 2 3-1 (a) 4 - 1 5  
4 2 3-1( ) 4 • 15 
4 2 3-1 ( ) 1 - 3 

J 

K 

L 

M 

p 
0 

H, I, K, L. , A

(2), (4) 

( 2), (5) 

( 6), (7) 

(6) (7) 

( 8
) 

(1) ThJS mfo rm Uon IS conr, ctu I rnformat,on
b "'· • au d rmp rr 

I 

flan of I F PL) to cont for goods or
I r • S ctron

366 093 13) (d), F.S. T nlorm Uon d 
ha d fa 

6 fu p r b r Ire hrpm nls f 
Th arm 

a ow s 
m n rn d  

wnh th m 

qu01 for th I 

ry r by d I rm n th contract prrang formu la
b tw n F P L  t r1 r
Con r ct prrcong formuf a compo ntm r p th m t q pr,ce tor d t nd (2) y 

n por t  of ry. O scounrs d r 
compo rs ol f r,c conrr ct or r drscu d n d  



Disclosure of th invoice pno would allow suppliers to d termm the contract 
pnce formula of their comp tItors. Th knowledge of each others' pric s (1.e. 
contract formulas) among o. 6 fuel oil suppliers Is reasonably h ·ely to cause the 
suppliers to converg on a target price. or follow a pnoa I ad r. effectively 
eliminating any opportunity for a maJor buy r, hk FPL, to us its market presence 
to gain price concessions from any one supph r. The end result as reasonably 
h ely to be increas d No. 6 fuel 011 prices and therefore increased electnc rates. 
Please see Or. Cameron's aff1dav1t fll d with FPL's Request for Conftd ntial 
Class1t1cation which d1Scusses the pricing tendenaes of an ohgopoltst1c market and 
th factual arcumstances which identify th No. 6 fu I oil market as an ohgopohst1c 
market in the Southeastern United States. As Or. Cameron's aff1dav t discusses, 
price concessions in an ohgopolisttc market 111 only b avatlable when such 
cone ss ons are kept conftd ual Once the oth r supphers I arn of th price 
concession, th cone ding supplier will b forced. due to the ohgopohst,c natur 
of the mar et, to withdraw trom future concessions Consequently. d1sctosur of 
the invoice price of o. 6 fuel o I paid by FPL to sp ofic fuel supph rs 1s 
reasonably h ely to 1mpaIr FP' 's ability to negotiate pnce concessIons m future o 
6 fuel 011 contracts. 

(2) The contract data found in Columns I through N re an algebraic function of
column H That Is. th publication of these columns together, or tndep ndently,
could allow a supph r to derive the InvoIce price of 011

(3) Some FPL fuel contracts prov,de for an early payment incentive tn the form of a
discount r duct1on n th mvoIc pnce Th exist nc and amount of such
discount 1s conf1d nt1al for the r asons stated m paragraph (1) relativ to pno
cone ss1ons.

(4) For tu I that do s not m t contract r qu1r ments, FPL may r J ct th sh pm nt,
or accept th sh1pm nt nd pply quality dJustm nt This 1s, m ff ct, pnong
term which Is as important as th pric ,ts If nd ,s ther for conf1d n 1a1 for h
reasons stat d m p ragr ph ( 1) r lallv to pnc concessions

(5) This column Is s important s H from a conf1d nt1ahty standpoint b caus of t
relat1v ly few times that th re are quality or discount dJustm nts Th t ,s, column
N 111 qual column H most of th t,m Cons qu ntly, rt n ds to b prot ct d
for th sam r asons s s t forth m par graph (1)

(6) This column 1s us d to m nc of fu I such that r 
ff ct price of f u I ca Columns P nd 

varia of column R Co ur of th s column 
uppl to C lcul IOVOIC urch S pr1 ol OIi (column 

) by btr ctin olu rom column R 



(7) 
nd tr n port n m Ronda lo h v lh am • t no

t 

ohg 
rib s up ln 1987. FPL a on

l
y 

ht q 
I st in ng lh r or both of th 

th s 
pond transport tIon prop nd 1x wr

lh 

opo
O to t II d m nd m Aond th of th 

rk t d1
tt1cult. Cons qu ntly. d1sclosur of th1 co ntract da

t 

y h ety t o  r suit m mer s d pri c  s tor t rmmahng n d  tra n
s p

o
rt b

on 

Petrol um insp ct,on s rvic s tso h v th ma et charact nst,cs of n oligopo
l
y. 

Due to the hm1ted numb r of tu I terminal op rations, th re r corr spond
1ngly 

t w requ r m nts tor 
tu I 1f'.s p ct1on ervic s ln FPL's last bidding proce s tor

p trol um insp ction s rvic s. only Ix qu hf, d b1dd rs w r found tor FPL �s bid

ohc1ta t1o
n

s.
C

on
s qu ntly. d,sclosur of this contract d ta 1 s  r a son b

l

y h ly 
to

result m mer as d pn c s to r p tro t  um inspection services.

(8) This ntormauon s contractual mform t1on which, ,t m d public, ·wou ld imp 1 r  th

ttorts of {FPL} to co
ntract tor goods or rvic s on tavorab terms. ■ S c

t
,o n 

366 093 
(3) (d), F.S. Th ntorm t1on dehn at s th pnc FPL hasp ,d t or No.

2 tu I oil p r barr I tor p m ile h1pm nts
 from p a fie 

s
upph rs o 2 f u I 01I s

purch s d through
a b

i
dding proc ss. At the r quest of lh o. 2 tue

l 

oil 

supph rs, FPL has agr o t
o not publicly d1sctos any supph r's bid lhts no n 

di closur g
r m nt pro

t
ects both FPL' ro

t
epay rs. end th bidding supph r .

As to FPL's rat payers, th non-pubhc bidding proc dur proVld s FPL w i
th 

a

gr at r van t1on m tn rang of bids that would oth rw1se not b evallab 1
t 

th 

bids, or th win
n

in
g 

bid bi f itself, w r pubhcly d1sclos d. With publ ic d1sclo ur

of th No 2 tu l0 11 prices found on FPL's Form 423-1 (a). th b ds would narro w

to a clos r r 
n

g 
round th last winning bid e1tmmat1ng th poss1b1hty th t o n e

supph r might. b s don his conom1c s1tuabon, com m substanb lly low r ha n 

th oth 
r supph rs. Non-d1sclo ure h w s protects th supph rs trom d

1

v
ulg1ng

ny co no m,c dvant ge tha t  up p
h r may h v tha t  t h  oth ers h ve not

d1 cov r d
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FPL r qu sts that th con 1d nuat mformabon •d nb , d bov not b d1sclos d un I th 
d n hl, d d t of d d ss, ,ca on Th dat Of d dass ,r ,cabon I S  d t rm ,n d by d dng

6 months to th last d y of th contra
ct 

p 
ri od u n

d r wt11ct, th goo ds or s rv, 1
d 

ntif d on Form 2 3-1 ( ) or < 23-1 (b) r purch s d 
DiSclo r of for dunng th co

n
tr ct

p r 
o

d or pr 
goti on o f

n w ntraa o
n b

ty t o  im
p 

r FPL '
s 

ab,1 t o  n go con tr cts 
d en d bo 
FPL typ 1 cally r n I f Od r cts nd fu I rel 

C8 Cl 

pnor n s ow 
a n

o
t

r n u f 
t curr 

• th 
ty d n q n ryto m m

forma 
n arm 4 3 on hs a t  r va m

f

or 
la 



cone ssIons during ason I fluctuatio ns in th d m nd lor No. 6 tu I 01 o,sctosur of

t his in form uo n  a n y  so on r 
th n s x months ft r compl uon ot t tr ns ct,on 1s 

r son bly h ly to imp tr FPL' s. 

o. 2 tu I 011 pnctng ,ntormat,on pp anng on FPL Form 423-1 (a) or 423-1 (b}. tor 

h1ch conhd nli I class1f1catIon ,s sought , should r m m confad nu al for th ltm p nod

th contr ct as in fleet, plus s x mo n t hs. O1sclosure of pncmg ,ntormation during th 

contr act p no d  or pnor to 
the 

n go
tI
a

tion of a new contr ct 1s re s o nably hk l y  to ,
m

p
atr

FPL's b1hty to n gotiat future co ntracts s d s cribed b o v e  

FPL typically n gotiates tts No. 2 fu I 011 contracts pnor to th end of such contracts 

How ver. on occasion som contracts r not n gotiat d. until after th nd of th curr nt

contract period. In thos in t nc 
s the contract r typically renegotiat d with n s,x 

months. Cons qu ntly, 1t ,s n c ss ry to maintain th e cont 1dent1ahty of th nformatto
n 

d ntifted s con
f1d n ua

t 
o

n FPL's Form 423- 1 (a) or 423-1 ( b) tor six months aft r th nd

of 
th 

md 1vtdual c ontract perio d  th
e 

1r f ormation r lat s to. 
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TN imp1et of public diJClotutt o( price iaf oraatio1 dtpellda 08 r •

structure o( the markla iavolved. ID lht rono*in1 secdou t dilcUJt '"'' econof!uc

rrame.,ork (or •"•h1atia1 the stNcturt o( mark1tJ, the roll o( disclosure ,D

oliaopolistic rurkta IN r,v .. w the circumstaoc .. o( FPL'1 fuel 011 purchun us1n1

thi.a framework. Th• riD&l Metia• IIIIDlllltiut my CODCh&aiou. 

II. THI ECONOMIC THIOaY Of MARllTS

Economic theory prldic:a that the behaviof o( iadividua1 firms and t , 

con.Mqutnt tnarkH per(onDance will bl d1termiDed tar111y by U11 sm.1cnart or 1he 

rete"aat cnarktt. Th• unac;turt or markett rna• from hiahly cornpetili"• to virtual 

monopoly dtpeodi:11 upoa s1aell (acton u the number aDCS siu o( firm 1D th• 

market. the htttro11uity o( prodlKCI IN discributio• ch11D1ll, tht tlM •ith 

whidl firms caa Httt aN Inv• the cnarktt. and the d11r• to which n,ms and 

consumtn posua ift(ormatioa about the pric• and prod\lCCI. 

Usina rhne rout buic criteria or characttristict, ecooomisa disunau,sh 

c:om:,eririvt, oliaopolistic aad moaopoliltic markea. For tumple, 1 ccmc,ern,"• 

market is cha.racttrized by tM roUowi■s (I) rirma prod1aee a bomotHto\&t product: 

(2) rhtrt ar, may buyen Ud •lien 10 that Mia o, purci.u. of eacll ar, small

in rwlatioa to rhe tocal ma,uc; (J) HU, into or tut tro• the market \I 001 

CODScnlud by ICODOU or ..... benien; u4 (A) rlflDI aid COllS\U:Dtn have aood 

,n(ormauoa rwprdlq 11..,._ti.,. prodUC11 aod lM pricw II whicb t J lrt 

av11lable. UDdet theN circumscuc.. individual b11y1n ud sellen have only aft 

,mpercepubS. innuence oa tJw maru, price ot t of Ot n in tht uket. 

Each b ytt and Stllet aca iJMMpeadently siftee tboN IC11o w1U 01 affect l t

arktt o tCOIM, 

AD oliaooolistic iDdust,y ii OH ift whic l I Ill r of Uen is small 

no I ror the activ1f of n o arftct ac Ot t. l • OUIP I or 
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the prict ot ON firm will atrtct the ICDOUDD wl\icla Ol r set •n cu MU IN l • 

c,,ic.. t tJMy cu c:har... Otiaopolisdc iodu.su* may sell tit r dirreruuat14 

or homo&IDI0\11 products aDd art 1asuaJly c:hancterizad by hiall rrien to eatry. 

BKl\lM or 1h1 interdependence or supplien. th• utenc to •h1c:b they are ,nrormed 

with respect to the actiou ot ocher pud.. •• tht markec will arr.ct their behavior 

and 1h1 perl'ormance of the market. 

A monopolistic marlctt ii ODI iD •hicll I 1in11e 1tller COlltrOIS both I • 

pric:e aDd output of a product ror whic1' t ,,. are ao clo11 111bltitut•. There are 

also siaairaaat barr en to pr1v11t elhtn rrora 1Dt11i111 th• market. 11 this 

instanc., the seller knowt the <Mtaala of tacll trusactioa and then is no clnr 

advanta .. to tl\1 buyer ia kttpi11 lhtM details coa(ideatial. 

h is c:ltar 1v1a rrom this brief di.scv.aioa that a dtttrminatioa o( the 

likely 1rrect ot lhl di.sclol11rt ot the ttnu and coeditiona or traMaCtioM depends 

01\ the type of market involved, 11 dtttrmiaiaa the struct\lrt of Fl'L'1 r ti 011 

muk11. I have revi,._ed the stllett aad buyen ooer11i111 ia these arkets. t • 

homoewatity ol tM product. tae (IC10f1 1ov1raia1 Htry or nit rro• the marktu 

and tM role of iof onnatiotl. The review iDdica• that &he rut oil awk11 •• •llich 

u111iti11 ia t.u SoutMIII pure.._ 1a1>e>lia ii ollaoooliltic. That ii, the 1ctio111 oC 

OM Cira will al(tet tM priciat a.ad OU .. llt decisiou O( OtMt Mllen. TIit 

interdt0tadlw UIOIII ,_. oU suPl)lien ii comr,,ouDCS.d by th• pr111Dce i1 t • 

mark11 of a ft• very larte pwcllattn, s\lCll u FPL. The (oUowina secuom 

describe tM detaill ol u tlabontioa ol tbt COllMClu.tDCts or crtnsactio disc ure 

in this cype oC market. my awket evalvadoa and my coact io . 

n r · 



111. lfRCT Of DISCLOSUlll IN OLIGOPOLISTIC MAIKlTS

A brief review ol tJ\e role t t secrecy plap ia otiaoooly theory s 

,tc,Cul ia undlntiDdint tbe pricina polic• o( otiaopolista and the ortdicttd impact 

OD ( ti COSU. 

Al oli1oPOlisdc urket stnetutt ia chancteriwct by competuioa or 

rinlry 1.moa1 the Ct•. but th• oua1ber of Cirmt ia a inarltet doel DOC determine 

conclusively ho• tM market (unctiou. la Cl,N ol oli10t10ly. I ll\liJ\ber o( 

OUtCOOMI ,,. poaibS. dlpeDdilll upoa tbe d,,,.. to whicll the firm let tither H 

rivals or u coopenton. S.ll•n have a coamoa arouo interest ia kHoia1 s,rrces 

hitll. but have a cootlict of interest wi� raotet u, earltea slw'I. 

TM mau1,mut of oliaopolisdc n,.. recoaaizes tl\at. ai••• theit mutval 

interdtpeedeace. proCia will bl hiaur whea cooc,eruh1 policia are oun-4 than 

"'"•• eacll fir• aca oaly i ha o•• aarro• ,elt-iatentt. Ir rir1111 art ocrered I e 

opportuaity co colluck, oliaopolistic rnukltl wall tend 10 edubit a tudency tov.ard 

1 • muia1izatioa of colltctiv1 profia ( C)f ICllll bcha Vtor IS30C llttd Vr at 

moaopoly). Howevtt. cootdiutioe ol priciq poticie to muunbl JOiat proCiu 

not euy. especially •here c011 a.ad INIUI share difCtnDCII cad to conflict1n1 

Coorcllaatio11 ii comidenbly leu 

diCCic\alt ·- 0U14pal1111 cu coaauate oc,ealy alld' ,,...,, lut (M lfttatrust 

laws. • 

UDlaw(w. ,,..,. tra. bo ..... ru 

oven cooc,erauon 

.. YI ol coordl 1111 0tican1 dK • 

,,. bo1' t pl u4 pocea • Uy effective if dilC pliu cu � ·o 0aed. 

of coord' ( . yiof wi I 

price Pria 

Ciun.s tld or . It , .. 

• law ti

sia y 

prace cuu 

all be ickly J i u • ·, w 1 ve oc tive o 1kt c e 

n r · 
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By the l&IDI lotic, ttella tupplitr toows ct.at ics rivall cia suscaia I hi11'er orict

quot• only ii otlMr titma follow •ith 1111cchin1 prica. 

Focal poiet pricint is HOtMr turnple o( oliaopotistic pricina that 1110 ... , 

c:oordinatioe withO\lt violatin1 lht ucjcruH laws. Htre, sellers ttDd to adhtrt to 

accepted (ocal poina or tartttl such u a publicly posted p11c1. By sttt11,1 ,u 

price at some focal point. a firm tacitly t..couna• rivals to follow suit ._,, out 

uadtrC\&ltUll, lll• potted price pub1ishld for various 1rada o( fuel oil by rtt1on 

wo\&ld servt u 1 (ocal point (or that arn. Other typa o( focal p0int1 iDclude 

manufacl\are usociatiou' pubHshld li•t prica or 1ovtrnmt1U-Mt ce1lin1 prictt.. By 

adhtria1 ,o th... teetptld taraea. coordinatioa it facilitated ud price warlart is 

discou�ald. 

While olitooolisa have incentiv• to coopent1 ia maiaca1niftl cmcn 

above th• compet1tlvt i.vel. thtrt 111 allo divuive forces. 

conditiom •hicb limit tM likelihood and e((ecfrvtnaa of coordiutioa. au or -.. ,c 

are related to tM ability ol a sinall firm co o((er prk, concmaoM without ru, or 

reraliatio■. llMy iocllldc (I) a sipil".cut aumber of sellen; (2) ct1roaca.1ty of 

oroducu; ()) lllp Oftrhi■d coaa � wida achene busiMII coftditiofts; <•> 

lumpuwm aad W1..-._-y ia pvcUIII ol oroduca; aod U) Mency aod alia• 

cio p. 

A. De Neew '" Si• ,, new

The stnlCfllnl dl .. aaioe witll rhe m,ac obvious innu nee oa coordinatao

is u11 n bet ud Iba distributioa of firms ia tbe multtt. T'ht arnt&t t • num r 

or llen in a ma.rut. tYfl'Yt int • t diff"ac It it is to 1nt11c 

a nor.compeutlv1 or above-cost pr' • As the um. t ol n, incrtue:s a d t 

market share of lin • firm, are 1ncr uinaJy apt to i& rt I f(ect of 

I tir OUClftl Ind O tput o( ot er fir 

n r · 

In additioa, u t • 
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G bit of r11- LDCrtUII, lht probability incrtue1 lh.at U aat OM fl 

lo tr thaa 1v1n11 c01t1 Hd aa aaarnai"• pocint policy. rer0t1, u otiao00hsc

ia III ind stry o( l S firms is more lik ly to o((er secret iscovecs aftd hktty 10 

be dbcovtted thu III oti1opolis1 ia aa iDd\l.lU'y o( only r '" firms. 

I. PNNl■gt H,sua1111U1

tr produca were truly hocnottoeo\11 or per(ect subtraturet 1n , e

consumer's mind, price would bl th• only va,iabl4t •tth wa.icla linm could compc1,. 

Th reducet th• wk or coordinatint, tor firw mut cou�r only tht pnc1 

dimtDSKJD, WhtD products HI difrtrtntiated, tilt .,_ o( rivalry become 

cnultidunensiorw I.Dd coasidtrably more complu. 

C. O•tcbtt4 tull

Th• ability ot oli1oi,olist1 to coordiu.. is af(ected io a variecy or 1)-, 

by COH coDditiom. Citftlrally, the anattr th• di((111nc11 ia COil strvc1uru 

bttw11a firms, tM more trouble tht Orm will have maintainiaa a common 011" 

C)Olicy. There is •Ito tvidence that indusu* ch1nct1riud by hiah overhead tom 

art particularly sux1s,tiblt IO pricia1 dbcipliM brnkdo•u whea a dtcliH 10 

demand (orc11 lM iadau, to oe,era .. below c:apacity. The 1Dd\lltry c lr1Ct1t1ud 

by hiah find coa• 111cr1n more whee dttand is deprtSMd blcaus. or mona 

induc1mtot1 ,o...,,. pria-cuttiat I.Dd a 1o .. , noor (IIW'tiaal cost) to pract 

decreua. (Priee-nai.. will be cbecked at biper practs wha ar1in1I cost1 are 

hiah ud fiud COICI an relatively low.) 

o. L■•••-- ,., J1[m1110 1( Qd•n

Profitab14t tacit coUmioa is mort likely •ht ord1n art small, rr Q 1n1

and rcauw. s nee dattctioa and re�liat a an icr und r r 

Any decisioo to re t a puce o w ic ind try m n 

r QUII I int l&li I the h &ly COSU. 

n r · 

circumstaMts. 
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small n,u11t»u ot Mllen. tht ttttrictiou 011 entry and tilt small aumbtr o( Iara• 

buyen, the bidl ud Drica off ertd by 001 fuel oil supplier will have aa .rrec, o■ 

tht pricint policy alld the quantity sold by the remai■in1 sellen. A firm wishin1 to 

sell rtsid to FPL ill this rnarktt cannot ilDOft tht actioftJ or pricint decisiou of 

other firms ud reasonably upect to profit ia the lon1 term. 

•· tcttca or n1ac1011rt

la Sectioa 111, th• :olt o( ditclotu� tad the racton conducivt to ouc1-

cunia1 ia oliaoc,olistic indusu ;a wu discUllld. Th• analY1il iadicata thac 11\e 

factc,rt whict. facilittll secret discou1uin1 u1 also or11-■t ia the southnstern 

mullet ror raid. As di.scusMd. thttt art currucJy 12 to 20 fif1U caoaba. or 

supplyint rttid ia thiJ market. lt.tMllttt or broltirt will ha._,. diff ertnt COit 

structura thaa ttfiDtn. Th• oil industry is typiaUy cluairiecl u a hi1l ovtrhtl4 

cost industr,. Contracts ror retid ut l1r11 and infrequent. The prob1bl1 ntt 1aiiu 

f rorn discouruint art 1rut1r where ordtrt art \ara• tlld in_frquent. In the absence 

oC public disclosurt, prict conceaiom could reasonably bl npec:ted to remain iecret 

for tt leu& o• to two ynn uader a loDt•ttra coacr·..:t. And f"Ul&Uy, the upecttd 

al.ins to uoderc"ttial tM iAdmtrY price ca a lartt tluytr such u FPL would be 

lartt iC secrecy could be Ulllmld.. All of thaa market chanctlriatic:I wh,ctl art 

preseat ia U. soutMMcan rttid marut an coaduciv• tO tu arutiAt oC price 

eoocmioa. 4 limitial (aetot, bowtvtr, may be dlsclolurt or the lack oC secrecy 

11ne1 price C01tC•ioal tO a 1in1ular tars• buyer such u F1L could meaa • 

si111iracut IOII of WII tor tu remaiaia1 Milin. 

'ne ualys_it of tM fuel rnarklt ia wtlicll FPL cotll&Mtel indicates that 

sellen have a urona incHtivt tO 1ru1 price cooc ions, but are Oil likely io 

1nn1 thtm only 1( secrecy ca■ be wured. 

nera· 
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1\eory Pfld icu  tbt to lM tltHt f lMl  1upol• I N  Mrvic• ., .purcb uect ia oli aopolia tio  Utkl a, p ublic d
i1el o1111,, ot ct.tailed 

prici•1 i aro, ... ioewill aru tly Hm ic op Poftu aiti• f ot NCret pria c oM .. io u. 1'1l ia theo,y i, 
•••• ttroe 11r • Ma •� to a la,.. b. ,w  i.a ttlltioa to t � 1i 11  ot the IUtklt. M ylllll ysia ol the ICti&U ma rke t  iDd.c.t• lhl l  FPL ia I .. ,,. ,.,,. bu,., PU rchui111,�•• oil l• aa oli
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he ll pec&ed C0OMqueoc, of .,...., d llc lotvt ol the dltaill ol , .... tr&U1Ctlo • ia f ••• r  

pr k.  c oac eaiou. Price co ac• ioee 
ia futl coa1ncu r•u lt ia low er ove nU eltcu ic iry eott to nt1pa ,..n. 

COftMQN atly, pubi -.  dixloe-,. itlik ely to be detr lnNatal co F P L  and hs ntt peye n. 
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p 3 

n o opo lie mark I IS I e� to r suit tn a 1thdrawa of prlc cone s ions 10 th t buyer, th r by 1rnpa nng 

Th fl ct of m ing mtormatl(\n of tht nature va I ble 10 supp rs is evid need by th 

011 moustry r ction to public t on of FERC form 423 That torm d sclos s d liv red pnc of tu I 

B caus of th ,mport nee of th s inf or nation to tu I suppli rs s v r I serv ces rose wh ch competed nd 

old th s mtormat10n to supp rs th t r only too w ng to pay We xpect that Im r ·cott g 

industry• would d v lop If the FPSC 423 1 (a) or 423·1(b) d ta w r m d public Therefore th publtcat1on 

ot this informat10n w tt s a 

d tnment to FPL's r tepayers 

Th formation whtch FPL se s to protect from d sclosur s contr ctual data th t tre ted by 

FPL as propri t ry conhd nt,al business lntormatton Access w th n the company to this nlormat10n 

r stncted Th s nformat,on hat not to th best of my n Furth rmor 

!forts to m nta n th confid nt Ii,, pursuant to FPL s fu I contracts, f PL 1s ob ig teo to us aft reason 

of t inform t10n Id ntif ed 

Conhd ntI I C ss fIcatton 

conhd nt I n Attachm :its A nd C of FPL s R qu st tor S 

Th pr,ong mtor tion appearing on FPL s Form 423 1(a) or 423 1(0) for ch oonfid nt 
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