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February 13, 1995 

Ms. Blanca Bayo, Director 
Division of Records and Reporting 
Florida Public Service Commission 
101 East Gaines Street 
Fletcher Building 
Tallahassee , Florida 32399- 0850 

Ra: Docket No. t50001-ai 

Dear Ms. Bayo: 

IURIG:i:: L 
fiLE CaP 

Enclosed for filing with the Commission in Docket No. 950001-EI are 
the following : 

FPL's Request for confidential Classification. Fifteen copies 
of FPL's Request For Confidential Classification of certain 
Informatior. Reported on the Commission's Form 423-l(a) wit h 
Attachments a , C, D and E are enclosed. The original Request 
for Confidential Classification of Certain In formation 
Reported on the Commission's Form 423-l(a) with Attachments A, 
B, c, D and E is enclosed. Please note that Attachment II i s 
an unedited Form 423-1(a) and therefore needs to be treated as 
cor t'identia 1. 

If you have any questions re9arding this transmii..tal or the 
information filed herewith , you may contact me at (305) 552-2724. 

Sincerely, 

~!tr~ 
Steven H. Feldman 
Attorney 
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BIJ'ORJI THE 

:POBLIC SERVXtr.E COJOU':SSION 

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

) 
) 
) ______________________________ ) 

Docket No. 9 50001-£1 

REQUEST ~OR COKriDBNTIAL 
CLASSI~ICATION 01' CBRTAI. IKrOJUlATION 

REPORTED ON THI!l OOKM%88IOM1 8 I'ORH ~23-l ( a ) 

Pursuant to §366.093, F.S. and Florida Administrative Code 

Rule 25-22.006, F.l.orida Power' Liqht Company ("FPL") requests that 

the Florida Public Service commission ("Commission") classify as 

confidential information certain i nformation reported on FPL' s 

December, 1994, 423-1 (a) FUel Report as delineated below. In 

support of its request FPL states: 

1 . FPL seeks classification of the below specified 

i nformation as proprietary confidential bu~iness i nformation 

pursuant to §366. 093, F.S. In pertinent part, §366 . 093 , F. S. 

provides: 

(1) • • • Upon request of the public utility or 
other person, any records received by the commission 
wh ich are s hown and found by the commission to be 
proprietary confidential business information shall be 
kept confidential and shall be exempt from s. 119.07(1). 

(3) • • • Proprietary confidential bus iness 
information includes, but ia not limited to: 

(d) Information concerninq bids o r other 
contractual doto, the c iscloaure of which would impair 
the efforts of the publ i c utility or its affiliates t o 
contract !or goods or service& on tavorablt terms. 

DOGL"!• · ••u~r· f'·"f ( 
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2. In applying the statutory standard delineated in paragraph 

1, the commission is rot required to weigh the merits of public 

disclosure relative to the interests of utility customers . The 

issue presented to the Commission, by this pleading, is whether the 

information sought to be protected fits within the statutory 

definition of proprietary confidential buain~ss information, 

§366 . 09 3 , and should therefore be exempt from §119.07(1) . 

3. To establish that material is proprietary confidential 

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

demonstrate (1) that the information is contractual data, and (2) 

that the disclosure of the data would impair the efforts o r the 

utility to contract for goods or services on favorable terms. The 

Commission has previously recognized that this latter requirement 

does not necess ; tate the showing of actual impairment or the more 

demanding standat·d of actual adverse results; instead, it must 

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

the coutracting for goods or services on favorable terms. See 

Order No. 17046, at pages 3 and 5. 

4. Attached to this pleading and incorporated herein by 

reference are the following documents: 

Attachment A) A copy of FPL's December, 1994, Form 423-l(a) with 
tho information for which FPL seeks confidential 
c lassi fication highlighted . This document is to be 
treated as confidential. 
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Attachment B) An edited copy of FPL's December, 1994 Form 423-
l(a) vith the information tor which FPL seeks 
.onfidontial classification edited out. This 

document ~1ay be made public. 

Attachment C) This document is a line by line justification 
matrix identifying each item on FPL's Form 42 3-l(a) 
for which confidential classification is sought, 
along with a written explanation demonstrating thAt 
the information is: (1) contractual data, that (2) 
the disclosure of which would impair the efforts of 
the utility to contract tor goods or services on 
favorable terms. 

Attachment D) The affidavit of Or. Pamela Cameron. Dr. ~ameron's 
affidavit was previously tiled with FPL'e original 
Request For Confidential Classification Of Certain 
Information Reported on The commission's Form 423-
.l.1Al. on Horch 5, 1987, in this docket. It is 
refiled with this request for the convenience of 
the Commission. Attachment E updates or. Cameron's 
affidavit. 

Attachment E) The atfidavit of Eugene Ungar. 

5 . Paragraph 3 identifies the two prongs of §366.093(3) (d), 

r . s., which FP:. must establish to prevail in its request for 

confidential cl.tssificotion of the information identified by 

attachments A and c. Those two prongs ore conclusively established 

by the facts presented in the affidavits attached hereto as 

Attachments o and E . First, the identified information is 

contractual data . Second, disclosure of the information is 

reasonably likely to impair FPL's ability to contract for goods and 

scrvl c os, as discussed in Attachments c, 0 and E. 

6. FPL seeks confidential classification of the per barrel 

invoice price of No. 2 and No. 6 fuel, and related information, the 

per barrel terminaling and transportation c harges, and the per 
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barrel ~ troleum inspection charge• delineated on FPL's Form 423-

1 (a) Fuel Report as more s pecifically ide.ntitiod by Attachments A 

and c. 

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

FPL seeks to protect is easily demonstrated - once one understands 

the nature of the market i n which FPL as a buyer must operate. The 

market is No. 6 fuel oil in the Southeastern United States and that 

market is an oliqopolistic market. See cameron and Ungar 

affidavits. In order to achieve the best contractual prices and 

terms i n an oliqopolistic market, a buyer must not d isclose price 

concessions provided by any given supplier . Due to its presence in 

the market for No. 6 fuel oil, FPL is a buyer that is reasonably 

likely to obtain prices and terua not available to other buyers. 

Therefore, disclLsure of such prices and terms by a buyer, like FPL 

in an oliqopolistic market, such as No. 6 fuel oil, is reasonably 

l ikely to increase the price at which FPL can contract for No. 6 

fuel oil in the future. See the ottidayits of Cameron and Ungar. 

B. The economic principles discussed in paragraph 6 and Or. 

Cameron's affidavit ore equally applicable to FPL ' s contractual 

data relating to terminaling and transportation charges, and 

petroleum i nspection services as described in E. Ungar's affidavit. 

9. Tho Commission need only make two findings to grant 

cont'idential classification to the No. 6 fuel oil information 
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identified as confidential in Attachments C and 0, to wit: 

(a ) Tl.at the Nc. 6 fuel oil data identified is contrac tua l 
data. 

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

(i) The markets in which FPL, 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 1n 
an oligopolistic market can obtain price 
concess i ons not availabJ e to other buyers, the 
disclosure of which would end such concessions, 
resulting in higher prices to that pu rchaser. 

10. The con~idential nature of the No . 2 fuel oil 

i nformation, identified in Attachments A and C as confidential 

i nformation, is i nherent i n the bidding process used to procure 1/o. 

2 fuel oil . Without confidential classification of the price FPL 

pays for No. 2 fuel oil, FPL is reasonably likely to experience a 

narrowing of the bids offering No. 2 fuel oil. The range of bids 

is ex~ected to converge on the last reported publ ic price, thereby 

eliminating the probability that one suppl ie~ wil l substantially 

underbid the other suppliers baaed upon that supplier's own 

economic situation. See Uogor pftidayit. Consequently, disclosure 

is reasonably likely to impair PPL's ability to negotiate future 

No. 2 f uel oil contrac t s . 

5 



11. FPL requests that the CollllDission make the following 

findings wi~h respect to the No. 2 fuel oil information identified 

in attachments A and C: 

a. That the No . 2 fuel oil data identified is 
contractual data; and 

b. That FPL's ability to procure No. 2 fuel oil is 
reasonably likely to be i.lllpaired by t he disclooure 
of t .he information identified because: 

(i) the bidding process through whic h FPL obtains 
No . 2 fuel oil is not reasonably expected to 
provide the lowest bids possible if disclosure 
of the last winning bid is, in effect, made 
public through disclosure of FPL's Form 423-
1 (a) • 

12. J\ddi tionnlly, FPL believes the importance of this data to 

the suppliers in the fuel market is potently demonstrated by the 

blossoming of publications which provide utility reported fuel data 

from FERC Form 42 3. The disclosure of the information sought to be 

protected her,in will no doubt create a cottage industry of desktop 

publishers ready to serve the markets herein identified. 

13. FPL requests that tho information for which FPL seeks 

confidential classification not be declassified until the dates 

specified in Attachment c. The time periods requested arc 

necessary to allow FPL to utilize its market presence in 

negotiating futucc contracto. Dioclooure prior to the identified 

date of declassification would impair FPL' s ability to negotiate 

future contracts. 

14. The material identified as confidential information in 

attachments A and c is intended to be and i s treated by FPI t\s 

6 



private, and has not otherwise been publicly disclosed to the best 

of FPL' s knowledge .and belief. 

WHEREFORE, FPL respectfully requests that the Commission 

classify as confidential information the information identified in 

attachments A and c which appears on FPL's unedited Form 423-l(a) . 

Respectfully submitted, 

Date: February 13, 1995 

l k\ f \ Wo6fuol.Ot< 
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Justlflcatlon for Confidentiality for December, 1994 Report: 

ATIACHMENT C 

Docket No. 950001-EI 
January, 1995 

FORM LINEISl COLUMN BADON ALE 

423-1 (a) 8- 24 H (1) 

423·1 (a) 8. 24 (2) 

423·1 (a) 8. 24 J (2). (3) 

423·1 (a) 8. 24 K (2) 

423·1 (a) 8. 24 l (2) 

423·1 (a) 8. 24 M (2), (4) 

423·1 (a) 8. 24 N (2), (5) 

423-1 (a) 8. 24 p (6), (7) 

423·1 (a) 8. 24 0 (6), (7) 

423·1 (a) 1 - 7 H. I, K, l , N, A (8) 

·· · · · ----·--· ··--------· ··- ·· ···· · ··· · ·-· ··-·······-··-- - A a tiona le for con fide ntla lity: 

( 1) This Information is contractual information which, If made public. ·would impatr the 
efforts of (FPL) to contract for goods or services on favorable terms: Sectron 
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 lnformatron 
would allow suppliers to compare an individual supplier's price with the market 
quote for that de~te of delivery and thereby determine the contract pricing formula 
between FPL and that supplier. 

Contract pricing formulas generally contain two components. which are: ( t ) a 
markup In the market quoted price for that day and (2) a transponation charge lor 
delivery at an FPL chosen por1 of delivery. Discounts and quality adJustment 
components of fuel price contract formulas are discussed in paragraphs 3 and 4. 

1 
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Disclosure of the invoice prlco would allow suppliers to determine the contract 
price lormul;> ?I their competitors. The knowledge of each othors' pnces {i.e. 
contract lormt..las) 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 lor a major buyer, like FPL, to use its market presence 
to gain price concessions from any one supplier. The end result Is reasonably 
likely to be Increased No. 6 fuel oil prices and therefore Increased electric rates. 
Please see Dr. Cameron's affidavit filed with FPL's Request for Confidential 
Classification which discusses the pricing tendencies of an oligopolistic market and 
the factual circumstances which Identify the No. 6 fuel oil mark11t as an oligopolistic 
market in the Southeastern United States. As Dr. Cameron's affidavit discusses. 
price concessions in an ollgopollstic 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. 

{2) The contract data found In Columns I through N are an algebraic function ol 
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 ol a 
discount reduction In the invoice price. The existence and amount of such 
discount is confidential tor 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 concessi9ns. 

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

{6) This column is used to mask the delivered price of fuel such that the invoice or 
effective price of fuel cannot be determined. Columns P and 0 are algebraic 
variables of column R. Consequently, disclosure ol these columns would allow a 
supplier to calculate the invoice or effective purchase price of oil (columns H and 
N) by subtracting these columnar variables from column A. 
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(7) Terminaling and transportation services In Aorida tend to have the same, if not 
more severe, oligopollstic attnbutes of fuel oil suppliers. In 1987, FPL was only 
able to find eight qualified parties with an lnteres1 in bidding either or both of these 
services. 01 th11c:e, lour responded with transportation proposals and six with 
terminaling prop<.sats. Due to the small demand In Aurlda for both of these 
services. market entry Is diHicJit. Consequen:Jy, disclosure ol this contract data 
i~ reasonably likely to result In increased prices for terminating and transportation 
services. 

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

(8) This Information is contractual information which, if made public, ·would impair the 
E"ffons 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 pa1d lor No. 
2 fuel oil per barrel for specific shipments from specific suppliers. No. 2 fuel oil is 
purchased through a bidding process. At the request of the No. 2 fuel oil 
suppliers, FPL has agree-:! to not publicly disclose any svppller'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 li the 
bids, or the winning bid by itsel f, were publicly disclosed. With public dlsclosu~e 
of the No. 2 lucl oil prices found on FPL's Form 423·1 (a), the bids would narrow 
to a closer range &round the last winning bid eliminating the possibility that one 
supplier might. basfld 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 Doclasslflcatlon: 

FORM UNE(S) COLUMN .QAIE 

423-1 (a) N/A H·N 03/ 15/96 

423-1 (a) 8. 24 H - N 06130195 

423-1 (a) 8. 24 p 0313~199 

423-1 (a) 8. 24 0 06/30196 

423-1 (a) 1 - 7 H, I, K, L, N, A 06/30195 

RaUonale: 

FPL requests that the con tid 1ntial information Identified above not be disclosed until the 

identified date of dedassilicatlon. The date of declassification is determined by adding 
6 months to the last day of the contract period under which tho goods or services 

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

DiS<;Iosure of pricing Information during tho contract period or prior to the negotiatoon of 
a new contract is reasonably likely to Impair FPL's ability to negotiate future contracts as 

described above. 

FPL typically renegotiatos 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 inlormation Identified as cont.dential on FPL's Form 
423-1 (a) or 423-1 (b) for six months after the end of the Individual contract penod 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 pursusnt to an already existing contract, and the terms of the 
agreement under which it is purchased are fulfilled upon delivery, FPL requests the price 

information identified as confidential be kept confidential lor a period of six months alter 

the delivery. Six months Is the minimum amount of time necessary lor confidentiality of 
those typos of purchases to allow FPL to utilize Its market presence In gaining price 
concessions during seasonal fluctuations In the demand lor No. 6 fuel oil. Disclosure of 
this information any sooner than six months after completion of the transaction Is 

4 
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ATTACJUI.BNT 0 

IIFOI& THI 

FLORm.\ PUILIC S!aViCI COMMISSION 

) 
DISTRICT OF COLUMIIA ) 11 

) 

AmDAVIT 
Docht Nt. f1000l·EI 

lkfore me, lhe uadenialled authority, Pamela l . Camuoa appnred, who 

beina duly sworA by me, said aad ttttlfled: 

I. INTRODUCTION 

My aame is Pamela J. Camtrota; Ill)' bllll&llll lddrtta It 1100 M Street, 

N.W. , Suitt 600 South, Wuhlnatoll, D.C. 200M. I am employed by the National 

Economic Research Auociata, 1110. (NER!A) .. 1 !ealot Allllyn. I re«.ived my B.S. 

in Business Administration from Teue Tecll Ul1ivtnlty in 1973, my M.A. in 

EconomiQ from the Ul1ivenlty ol Okllhoea ill 1976 alld my Ph.D. in Economics 

from the Univenity of Okllhoma ia 191J. My major titlda of nudy have been 

Industrial Orpnization, Publici r.- ud ~Rttrlca. 

Sine. 1912. I havt bMa e~ bf ecoeoelo aDd r.aulatory con.sultina 

finDJ providlnt ltt'Vicel retatlq 110 utility ,.., .. ,_ I ha¥e dlttelld numerous 

projeca inc:ludlnc 111atlut allllytil. .. ~equllldoe ud CODireCt a.aotiatlon, and 

alter~~ative fuels evaluatloL 

I have been uktcl by Florida Poww aDd Llpt ComptDy (FPL) to evaluate 

the market in whic:b FPL buyt fuel oil lad 110 dttermlM what impact, ir any, public 

d isclosure of certain fuel IIUSKtloll cSatl II lllttly to hlvt on FPL and itt 

ratepayen. Spec:lfic:ally, the data I will adcltal Ia tile cletalled pr ic:a inform&lion 

reported on Florida Publk Service Commluioa Foraa 42la. 

nera-

__________________ ........ 
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The irnptet ot public dbdolure o1 price lalor1111tioa depcocb oa the 

mucture or tl\t awlceta i11.vol red. lA till f'ollowlnl MCtiou I diJcuu tht Konomic 

framework for evahlltUll 1M SlniCtllte o( llllllctll, tM rolt of' discloJure ro 

oliaopoll.uic IDirkeu aod rtvltw 1M cltcumcuc. ol Fft.'a f'utl oU purchues usina 

this framework. Tht final sectlo11 sumlll&liue my eoochuiou. 

II. THE ECONOMIC THIORY OF MAIItiTS 

Ecooomic theory predictl t1w tlle bellavlcw ol locUviduaJ nrms and the 

conRquent market performance will be dttat111lll.td Jaraety by the structure of the 

relevant market. The UTIICtvre ot lll&lktll rllllf f'rom hi&hly o mpctitlve to virtual 

monopoly depcndina upo11. such f'ac&On u 1M aumbtt 1ad size o( rlrrDJ lo the 

market, the htteroaentity or producll ud dlltriiHitloa chlllneb, the uze with 

which firau caa entar and ltavt 1M marbt. lad tlle dtatet to which firnu and 

coruumers pouess inf'oriDitiOII. about till prlctt ud produc:ta. 

Usina thest four buic crittr'- or chancuristlca, ecooomisu diu in1 un h 

competitive, oliaopolbt ic and mooopollltic 111111tata. For 111mp1t, 1 competitive 

market is chanctariz.td by 1M f'ollowiq: (I) f'lt1lla prod.a a homoaeoeow product: 

(2) there ,,. IDIII.Y buyen aad 111len 10 dW ..- ot ~ o( eacll are small 

in relatioa to the total 11111bt; ()) uuy lato or u.ll from tht market is oot 

coDJtnlll.ed by ecooomic or ltpl burien:; ud (4) rltw lad coDJumtn have aood 
informatlo11. rtptdlna altanaatlvt producll lad the pnc. It whlcb they uc 

available. UDder th.. clrcu-- lacllvWI&&l. bv}'lrl ucl Mlltn have only an 

imptrceptiblt iofluaoct oa tht IIIIIUt price or tltot actJo. ol othtn in the market. 

Each buyer and seller acta l.DdtpcDdaDtly aU.:. tholl actloDI will not arrect the 

market OUICOIJie. 

Ao ollaopolbtlo iodwtry la OIM Ill whkll tlle umber of' Mlltn is small 

enouab for the act ivities of' stU.n to a (f'tct tea otMr. OWl&• io the output or 
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1111 prict of ODI fitaa will a!(tct the liDOUII wlllcit otblt stlltrt cu stU aod tht 

pricu that thly cu clwae. OlltoPOUatlo ladllltrlee may stU either dilfenntialtd 

or homoaeoeo111 producll alld are 111ually cllulcteri..t by hjah barrltn to t atry. 

BcCII.IM o( the iattrdepellde~ o( SIIP91left. 1M tllteAI 10 which they Ill informed 

with respeet 10 the actlou or o!Mr penJee Ia thl eatbt will alfect their Mhavior 

and the per(orcnanc. or '"' mllket. 

A mooopoUstk lllllket Ia 001 Ill wll.lcll a slnale teller coatrob boch chc 

price aod output or a product ret whlcll thltl are oo ciOM aubtdtuta. There are 

also aiaDlCkaot berrien to preveat othttt rroiB eoterlet the market. In ch is 

irutaiiCI, lhl seller koows the detalla o( eac.ll lltnactioll and the,. is 110 clnr 

advantaae 10 t.he buyer ill ..:etplaa theM d.tta11a colll"ldeatial. 

II Is clear evea from thia brW dbc1aldoo that a determinacion of che 

likely effect or 1M disclolu,. ot 1M ctnu alld coo411Joas or lrtiUICiionJ depends 

on 1h1 type ot m~~ket iD¥01~ Ia detenllilllAt 1M llructv,. ot FPL's fuel ool 

market, I ha¥1 reviewed the sellen UMI buyen openllDI Ia chtse marktu. chc 

homoaeotity ot 1M product, the riCtOft aowl"'liq eat.ry or exit (rom the markcu 

and the role of iatormatloL T1le ,.view '-diet• tllat the fuel oil matktr ia wh ich 

utilitits ia 1M Southeut parcllue nPOUee II ollfOPOilatk. lllat is, tht acc iom of 

one fillll will alrtct 1M prklaa ud oucput dedlloea of other selltn. Th• 

incerdtpeodeoce amoa1 fllll oU ~ II coao~ c. acted by 1M p.-.seaee ia chc 

market o( a raw ¥try latp P~&«•llual. aucta • m. Tilt (ollowlna seccioa.s 

describe IISI detalll or 111 tlaboratJoa o( tiSI c:oiiMQ1Mecet ot 1nnsaelio11 disciOiurc 

in this rype or market, my awtcet IVIIII&Uoa ud IBJ coecludoa. 
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Ill. lFRCf OF DlSCLOSUII IN OLICOPOLISI!C MAiliTS 

A br .. C rev••• ol 1M roll tllat •recy plays io oliaopoly thtory is 

helpf ul lo uaderstaadlna the prlcloa pollclel or ol11090li111 aDd tM ortdlcttd impact 

OD fuel C:OJIJ. 

A D oliaopollatlc muklt slniCtVt il clwlcrerlud by compet ition or 

rivalry amooa the Caw, b11t the OIIJIIbef o( nr. Ia 1 merktt doe. not determ•ne 

conclwivaly how th market ruDCtlooa. lo 1M cue ol ollaopoty, a numbtr of 

ou tcoi!IIJ are poulble C:epeodloa upoa die ckartl to which 1~ firmt act either u 

rivab or u coopentora. Sellen have 1 co__,. aroup lattrat ia k«pina pr ices 

hiah, but have a coonlct of interat wltJI .....,_, to IDII'Ut tllatt. 

TM IIIUIItllltot ol oUaopollldo n.r. rtCOtllba that, a ivea their mutual 

interdependeoce, profiu will be h la~ 'llf~a eooparatlva policla ara pursued than 

when nell firm acu only ia iu owa aanow Mll-latetat. If nrau ara offered the 

oppon unhy to collude, ollaopolbtlc IIIIIUII wW ttod to eahlblt a tendency toward 

the mu imizatio11 o( colliCtiva proli11 (die l)flciq behavior auoc:iated w uh 

monopoly). How..,.,, coordlutiolt ol Pfklaa pollcla to IDUiiDiu joiat profiu iJ 

not euy, especially •11era COlt ud ....ut allatt dilrtrtDCa lu4 to conOictina 

price and outpllt pra(traiiCII ~ fllw. Coofdludoa II coGJiderably leu 

difficult wbu ollaopoUata cu -.auicatl opnly ud freely. But 1~ anlttrull 

laws, whlcla 1t1 coDCtnaed witll lolalblti.q 110110t)01y prlctq. llllke overt cooperation 

unlawful. TIMra 11'1, however, aubdl .. , ol COOfdloatlq prlcina d«biotU which 

are both lepl ud pottadally ert.ctlv. II dbclpliM c:u be lllllDtalOICL 

Ooe meam or coordlutlllt btlllvlol wl""' nulllloa afoul of the law is 

price ludenhlp. Price lucHnhlp cu .... 1'111)' be viewed u a public slana! by 

firms of 1~ chana• io thell quoted pric& 11 ltldl finD lloowt that ia pr ice cuu 

will be quickly matched by ia r lvrll, II will have IDIICia laa iDCtatlvt 10 maka them 
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By the sa.cw loalc. ltd suppller kaowt dial ita riYIJI cu 1111tai1 a hiaher priet 

QUOit ooly if Otlltr r111111 follow wltll IIIIIChlat prica 

FOQJ poiot prlc:loa b uoiMt eUIII$ ot oliaOSIQiiltlc: pricina that allowt 

coordinatloo without vlolaililt lilt aaUttwt Ia... Here, Mlltn 1tod 10 adhere to 

1ccepted focal poiota or waeta a~acll • 1 IHibUdY poeltd price. By seuina m 

price at some focal poi111, a n,. tachly IIICOu,... rlvab to follow suit without 

uodercuttioa. The poeled pra pubiWied for vlrioa anda ol fuel oil by rraion 

would serve u a focal point for lllat .,... Other typa or (oetl poiniJ iaclude 

manufacture wociationa' publisbed list price~ or IO"'rDIINit-Mt e• ilina prku. By 

adher ina to these ~pled caraeta, coordlaado• il ftellltated and pri« warfue is 

diseouraaed. 

While oliaopolbta have IIICIIItl~ to eooptrltl io maiallinina pr ices 

above the comSMtitive level, llltre lrl • &lao divlal.,. (orca. There 111 several 

condilioru WhiCh limit lilt Ukellbood ID4 •«tc:tlvenaa or eoordinalion, all or whoch 

110 related 10 the ability or • t inalt rma 110 otrer prlc:e eonca~ioru without (ur c( 

recaliatioo. They ioc:lodc (I) a t lpUic:ut auaber ot Mlltrs; (2) heltroatneity of 

producu; (l) hlp overlltld COitl coupled wldl ldvttM butiDIII coaditioos; (4) 

lumpine:u and ia!requ.oey i1 the ~ ol Pt'OChiC'tl; IUid !') NCret)' aDd retalia­

tion lap. 

A. De NewMr ••4 Sa ef fJrw 

11M tU11Ctllr11 dl~~~tnaloe wldl the DIGit obYiolll ioOueoee oo coordonatlon 

is the number IUid .u. dbtributioo or nr.. la eM market. T1le vn~er the number 

of sellera io a market, everythlaa ebe tile .._.., tile IDOtl difficult II iJ 10 mainta in 

a noncomSMtidve or above-cost price. AI die avmber ol firau loerUM:t and the 

market shan or cxb dtcllna. nrma .,. l~ulntly lpt 10 lanore the t((eo:t or 

their prieina and output dtcbiona u. the acdona ot other nrau. lo additioa. u tht 
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number or C1rma itlcr-. tile probability lacreue~ tlw at lust 0111 firm will have 

tower 111111 avert•"' costa aDd 111 11111111.,. J)l'icllll policy. Tllererore. 111 ollaopoliu 

ia Ill indu.stry or IS finu iJ more liUiy 10 c.fftt MCftt dht4unta and leu likely to 

be d iscovered thu 111 ollaopolbt lo aa IDduttry or ollly tllt11 firml. 

8 . PrfHI•CI Htltttttatlly 

If produc:u were truly lloiDOitlleOW or perfect substitutes in the 

consumer' s mind, price would be the ollly YVIable whh wl\kll flnu could compete. 

This reduca lht Wlt Of C40rdloadoa, Cot nnu IDIII! COIUidtf only the price 

d imetUiOG. Wllell productl art dl!Ctrtltlar.td, the lt11111 o( rivalry b«ome 

tlulcidimensional ud cotUidertbly more complu. 

C. O•trbta4 Cnta 

The ability of " liaopollsta to coordlaa• iJ a!Ctcltd In e variety of ways 

by cost condl tlotU. Gtnattlly, the ' ,,...., tile dHfereoca io con structures 

between firms. the more trouble tile "'- will ha.,. ID&Iotalnina a common pr ice 

policy. There ia abo evldeou that lnd111trla charlctariud by hiah overhud com 

are particularly susuptlble to J)l'icilla ~ braltdowtU when a decliDe in 

demend forcu lhl ioduetry to oe~~ra• below Clpet:lty. The llld111try chartc teri1ed 

by hiah fiu<l costa nffen IDOrt wllea deautl It deprtlltd btca~ of m ona 

inducemea!l toward prica-cvttloa and a loww floor (I'!Wiioal cott) to price 

decreuu. (Pric:e-cllttlaa will be c!leck.td at lllaller prices whta cnaralnal cottJ are 

hiah and fiud costa are relatively low.) 

D. I •••l•m ee4 '''CM"'O ef Qr+n 

Profi tabt. tat lt coll111loa b mott ta.ly whta Orden 111 small. frequent 

and reaular, sloe. dettctioa and rta.liatJoe are •ler un<ler lhae clrcum~raacu. 

Any dec ision to undercut a price 011 wlllcll iadllltry membln have tacitly aarud 

requires • balallc:illl or probable plal aplut tile IU:ely COIIJ. The aa io f rom 
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cuttioa the price derivtt froiD the IAertiMd problbUity ol MC11rlor. a profitable 

order &lid w. Tile COlt &lila rroe tilt iocrused 

probability Of rival ltaetioftl drlvi111 doWO the levti of (Utlln prica and, lhtllfOrl, 

future proriu. The probable pjea wiU ob,•iously be latatr whto the order at uakt 

is larat. Also, tht I.IIIOUDt o( ioforeatloa a nre COOVtyt about ita pric in& Slt11CIY 

to other firms in the market incr..,. wltll the oueblr oC tnruactioM or price 

quota . Clearly. tilt ltu freq~~antly ordm .,. ptac.ct, the lat likely detection 

would be. 

E. Stsracx ••• Rttallel(g• Lag 

Tht lonatr the a.dvene CODMqueac. ol rlvti retaUatloa CIJI bl delayed. 

the more attractive uodtrcuuloa the ~ price alt\letun btcoma. One muos 

or rorcuallin1 retal~tloo il to IRllt secnt prlct cuts. If price ia above maralnal 

' cost and if price coDCUJioftl cu rnao111bly bl eapecttd to nmaln ~crtt, oliaopo-

lisu have tht incentive to 111111e io s«nt prlct alladiiiJ, 

Fear .. r retallatloo il not limited Just to rnr or matched price cuu by 

ocher sellen in tht market. A diadot~&n ol MC:ttt prlct CODCUiioDJ to ont buyer 

may lead othtr buyera to deeud equal tttea.nt. Tile rnult would bt ~co trcnaoo 

of inc!~try proflta u 1M prlct dectltlll to ICCOIIUIIIOdatt other buym or a with· 

drawal or price co~ Ia .... taL 

111e ouiDblr aad aiD c11strib11tlot ol bll1tn lA the market iJ 1 siaoificaoc 

factor when ,.., or rttallatloa II Ul imporuot lllllb:c tltiDIDt. Whtn 0111 or • 

few tara• buyera ,..,,_ot a larp peraat ol die market, the 1notin1 or secret 

price concelSioru co !hoM buytra by a IIller il UUiy to impose sl1nifiCIJII cents 

(chat is, result ic slaoirlcut losa or sala) rOt the n1Minln1 lllltrt. Sioce dis· 

closure of secret prlct coocaalona io thla cue II mon likely to prompt immcdiatt 

ruction than would koowledae or price coaceaio• to stllllltr, ins lanir.caDt firms. 
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it f<'llowt that rathtr thu risk u unp;olitablt price battle nrau may cu.se 

offcrioa concaaiou. 

It I.J DOl iD tile loOI•f'Ua lAteral or the firm COQ tidcrioa price 

concu.s ions to Initiate pric:t cuta wllidl WO\lld lt14 to lower mulr.tt pre~tt acncnlly 

or ruin0111 pr ice Will. lt kDowled.. or 1)00 CODCftllOIU ltadJ Other sellers 10 

reduce price acc:ordloaJy, the prlct-cunlAs nrm wiU lose the mukct share 

advantaae it could have aailltd throo&ll MCnt price slttdio.. lnd111try profit~ woll 

M lower dUI 10 the lower price Jtvtlt, TJMrt(Ort, l iYIO that any price CODCUIIODI 

will M disclosed, the mott prontablt stntqy ia more likely to M to refrain from 

offerlna price coocaalou. EllmlnatlDI Ol)t)Ortwlltl• for ucrtt action (by disclosina 

price, for ua~r~ple) would arudy reduce the iDCtotlve to ollaopolisu to offer prece 

conceuions. 

IV. MARKET !:VALUATION 

After reviewiq tile thtontical crictrla used by economists to evaluate 

market Structure whll FPL ptiiOIIAII kaowt.daublt io the area of fou ol-fuel 

procurement, I requattd 1114 .. provldad wltll -•.ial matlttt data oectt.sary to 

analyu the market Ia wllidl FPL purcllula No. 6 fu.l oil (raid). These data. 

toatthtr with other pubUsbed IAfonwloL were UMd to dattrllline the un~cture of 

the cnatktt. 

A. Marktl 5kls1Jn 

Tile prodiiCt udu c:ouldttaUoa Ia raid Uld ita primary purchaun ue 

utilities. FPL I.J located ia tile Soutlleut aDd, becaiiM or iu aeoaraphictl location. 

purchase~ rnld primuUy from reflatriee lA the 0111( Cout area or the Caribbean. 

Transportation costa lltolt tbe muktt to theM ., ... , althouah It may M pouiblt to 

pick up distressed carao. from ot!Mr locatlooa oa tile spot rnsrktL Other IDI JOr 

purchuera or resid frott 111e Olllf Cout and CaribMan are utilitia oo the 
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Northalt. Due to the eddltloeal traupottatloa Cotll, however, utillcia ia tht 

Soutllwt would be Wlllbly to peteii8M raid f rota oonhna1tt11 rtfiMria. The 

Norcheut doet aot have adtcalllll nf1Aery c.peclty to m"t tilt dtm•nd ia that area 

LOd iJ, therefore, I All lmpol1tr ol raid rroa the Oulf Cout llld forc iaa IUI)I)Iien. 

Therefore, the Northtut ltld Soudlaut .,. llptl'lll, but related, awkea. 

FPL pure lwei raid ia very lara• QIWitltlel, usually 111 bar a• or sh ip lou 

(100,000 to 200,000 bamib or more). Ia 1916, FPL purclwed 2S.•60.637 barrelt or 

low-sulfur raid, the majority ol whlc• (61 perceot) wu uader medium-term (one­

to two- year) co atnc:ll. The remaiadtt WM pvteUMd oo the spot market There 

ue very few buyen oC mid Ia tile lllllktt wllo purcllue Quaatitla approach lna the 

levels consumed by 11'1.. Table I !llo'wt 1M relative slu of purchua for the 

major consumina utllltJ• Ia the SouiMat and the North-c. 0( the 10 ut ilities 

w.ho had purchua of mort t!laa SOO,OOO bt.nela PIT month for the July throuah 

September 1915 period, FPL it clearly the ala ale 11101t Important buyer in terms of 

siu . Only one of tl\t other utilities il k>ca.S la U.. Sout!laaL 

The entry requlnmtDII lor tellera Ia thla awktt 11'1 substential. Sellers 

mwt be capable or mesdoa all ol 1M utlUIY'I tpiCillc:adoel IDCiudina qu&Jitity 1nd 

quality (for eumple, mu.IIDilll allltltt, lill lllcS water coateat). SuPC~IIen mu.st either 

refiae or'""'' ltld bleod cattOII rroa ~to ..ntllblt q,eclr!Qtions .. 

The capital ,.quln ... ll UIOCiatecl wldl bulldlq or buylna 1 rtfiacry arc 

certaialy subttutlal. Aootllet viable oodoa lor eotr)' i.oto tll.la marktc would ~ u 

a reseller, blender or t111du. AU ol t"-e pll'llclpetioa levtb would requ ire a 

fi naacial position Ia the oil to be sold. AI tllla levtl, the tntraat would aather 

caraoea from reflntn or other tndetl aftd bleod (II nquired) to markecablt 

speciflcatioru. The prilllll)' facWtlel f1ClVIrtmtlt wovld be sroraa• tanka 10 hold oil 

ror rtJale or to blend c:araoea. Au\ IIliA& tM eatrut Ia tends 10 1111 to utilititt, 
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the milliiDIUII I' • ChaM QIIUUty WOilld be WfOI~y 100,000 10 110,000 barrels. 

Thi.J would repraut ooe bu .. loc. It Ia pouiblt to laM tub witll aaillton for 
blendiea. The tnott nulblt approecll wo.l6 be to "- 1 HO,OOO barrel link. This 
would ac:coiDIDodall two bat&• loeda 0t 0111 ..silta capacity vtatl . The con for 
2$0,000 barrtll or le&Md Stoflll would bt approdmattly SO.OJ per barrel per day or 
SO.lO per barrel per month. Tow tuk c:ott (aaullllaa fuU utilizat ion) would be 
approdmallly S7$,000 per moetll. 

The prospective reMIItr woltld abo aNd 10 have opeo lints of credit to 

finance oil purc:hua uatil PfYIDIDt WU rtetlvtd (roa the CllltOrntr. Auumina tht 
eetraet ietudtd to move a IDIJlimaa of 1,000,000 banela per month, it would be 
necessary to fi111ac.e appro1.imattly SIS,OOO,OOO (Ot 3S 10 40 days. 

Allhouah the curreot burltrt to entry huo lhb 1111rktt u a refiner or 
reselltr ere substantial. they would bt 'evea hlper ·~ that the depressed tratc 
of the oil induu ry hu created surplw rdllllf'Y eap~City aod lncre&Md tht u onac 
tank capacity avaibblt for ltut. 1111 COlt ot that racllitla will lncreue u the 
o il iodusuy improva aod 1M CW'I'I8t 1111111• a..U.bUlty dimloi.Jha. Thus, it is 
reuot.Ablt t.o aadclpett that t'unan nary cotlditloa wiU bt more, rather thaa less, 
restrictive. 

A ot• c:otapuy COUI dlo eaw die 8llbt u a broker u llina 1ma ll 
c:arao lots to utllitia Ia tiUI ~. die broiler wovld DOt llave 10 take a f ioaociaJ 
posidoo willa the product ucl woold Kt a 1 1111ddltmu bttwteo refiners aod/or 
resellen ud cutto-.., Tbe prl_,- bvrlw 10 nuy It lhil level would be the 
oeed to have established c:ooiiCU wlt.ll relltMrt, tnldtrt aDd porentlal c:u uomcn 
normally active io tht matktt. How""· thla may DOC bt 1 very viable approach if 
an en ttrina c:ompeoy upecu to make utilitY ....... For eumplt, FJ>L hu informed 
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me that !My are haltut 10 deal wldl 1 brobt wtto dote DOC ectually hold title ro 

the oil beiDIIOI..I U this wt!IIU be couldtftd I lllp•rld IOIIICe, 

Table l prtUDII a lise ol ewfttldy ac:tlve nn~~~ «Pible or SU9i)lyina 

resid 10 the southeuttra utlllty 11111Ut Oil 1 cooii'ICt bull. This liar repreaeoLS 

the nrrns prtscody ea111ble ot npplylq tJit 10111"-'*"' utility marktt. Somt of 

the,. Citou also supply raid 10 1M IIIIIUt Ia die tl011hnac. Tilt list of pottntial 

contrael supplitn co FPL iJ SOIIIIWUJ ~. For uample, bteavsc of the lo,.. . 

su lfur require1111111, Laaovto s.A. i1 .at 1 pt....C tvppliu to FPL, but could supply 

other area udlitla with Ita raulcdve tullw tpeclrlc:atiooa. Laaoveo reflnu 

Vennutlao cru6e oil which hu 1 hip-saltv coattot. Otlltn, such u Strtnnr 0•1 

and Gu Compa11y alld Torco Oil Coeptay, ,.u primarily co U.S. Gulf Coast 

resellen, but could supply utlllllll tiW han eMit OW11 tnosporllllon and buy in 

sufficieotly lara• quanlitia. Ia ill Jut' '*I~ for bida to supply requirtmcnu for 

1917 and/or 1911, FPL received 12 p,.,.,_Je, Uadtr clrcuiBitlll«< where only 12 to 

20 firnu COrDIIIlt Cor Ala ia 1 IIW1ttt do•l•lld by 1 few tarat purchuen, nch 

firm will be cooctroed wiiJI tile KtiMI or polltltlal racciou of ill rivals. The 

lou of 1 wt• saJe, such 11 aa Fft. COilii'ICt, wovJd uodoubtedly have a sian ificant 

effect OD the IIIIIUC tJ1are ol tJ1at fila. 

SorM refiAeft or tt11llln. tiMMIP DOC onllaarUy ~bit or or willinc ro 

commit the I'IIOGtcel M' uy 10 ... etWty ~P~CIIIcaciooa io order 10 compcrt in 

the contract IBIIUt for low·nlllll JWJd, •Y be poltotlal spot mllktl supplicn. 

Table ) lltll firmt Ia tlUa eaiiiOfY. 11le llllllber o( nr1111 io thb eattaory it also 

small cnouah that thty muac be aware ol &114 coosldtt the pricee ofhrtd by the 

othen 111 thelt decltionmaklna proce& 

The primary chancttrbtle wklda dlatlaaviJhll oliaoPOIIJtlc markltt is the 

interdll!llldlnct or the .. lien Ia the lllllbe. C1ntly, lo view or the relat ively 
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small number ol Mllen, tile ratrictlo.. 011 eacry Ud tile small Dumber or lara• 
buyen, the b~ &Ad prieta o((t~ ~1 OM fuel OU Rl>t)ller wiU ba¥e u tfftet oo 
the pricina poUcy aod tbe qiiiJitlty sold by die remalalaa Mllen. A nrm wish ina to 
sell resid to FPL Ia thb nwket cuooc lpott tile tetlou or prlcioa decistou of 
other nrms aod rusooably upecc 10 prollt 1a die Joaa tera. 

B. [([tel , , DIK1Uif1 

Jo S.CtloD Ill, tile role ol d1lcloe1111 ud die (teton conducive to pr ice· 
cuu ina io ollaopollnlc lodwulea - dilcullld. n. aoalysb iodlcata that the 
facton which ftell itate NCrtt dbcouatJaa .,.. abo prtMat io the southeuwn 
marktt for re:sid. As dbc:u.ued, t!Mrt .,.. C11rrtady 12 to 20 nrmt capable of 
supplyina ruid io thb lllltkat. lliMU.rt or broken wiU have differeot cost 
scructura thaD renDen. The oil lllduuy II t}llllcally c~auln.d u a hiali overhead 
con industry. Cootnc:ta for raid .,.. ta,.. Ud IAfr.qveDL The probable ntt aa ins 
from diseountlna 1ft arater wlltre Orden 1t1 lll1e ud iofrequent. lo the ~bse nce 

or public dbc:los11rt , pr~ cotKudoa could reuoubly be upeclld to remain secret 
for at teut oat to two yean uDder 1 10111-•na CODUICt. ADd rl4ally, the uoected 
aaiu to uDdercurtloa tile loduatry prtc. 10 a W.. bu,.r nacb u FPL would be 
lara• if S«recy could be uaumed. AU ol ~ matkat chatkteristia which are 
preuot io tile soutllealteta fiiJd IDifllat aN COidiiCivt t.l) the JRDiilll of price 
cooceuiou. A llmitiot r~. bo..,.,, •1 be dilcloeure or tilt lack of secrecy 
since price coeceaioa 10 a siqlalu ...... bu,.r sueb u F?t. could mun a 
sianiricaot loll of salel (g, 1M rtmaiolq IIU.rL 

The ualysb or tilt fuel lllltltet 1a wlllcll FPL competu indicatts thll 
sellen have a suona i!KIDU¥e 10 J1SD1 pricl co-dou , but art mou like ly 10 

arant them oDiy if MCre<:y cao be uaurtd. 

nera 



NOlT!IIIASTlllN AHD SOUTHIASTUN 
UTILO'JIS CONSUMDfG APPIOXIMATILY 

500,000 IAJlliLS PLUS PITlOUtiM fll MONTH 

J•lr ,.,.. •• Stttt•lltt lHS 

Nu111ber ol 
DtUmy Barrtla 

Ll&iliiXLMGDib ~I all S1111 tu"bu.d 
( I ) (2) (3) 

Florida Power aod Liabl 
Co111puy 

July I Florida 2,920,000 
AU IIIli 9 Florida 1,011.000 September 9 Florida LZ~OOO 

5,302,000 

Canal Electrie Compuy 
July MuudiUMttl 161,000 
AUIUJI ~-ttl I Di2 ooo 

1,963,000 

Central Hudson Ou and 
Electric Company 

July 2 NewYcwk 902.000 
AUIIUI 2 New YOflt 1,012,000 
September 2 New Yofk ~iz.ooo 

2,506.000 

Commoowullh Edlsoo Co111puy 
July • 547,700 

Conoteticut Lialu aDd Poww 
CompiDy 

AUIUJI l COIIIIIICtkvt 696.000 

Consolidaltd Ulsoo Coaapur ol 
New York 

July 9 Ntw YOfk 1,220,000 
AUIUJI 9 Ntw Yorit 141,000 
September I New York I.QZ~.ooo 

3,10,000 

nera: 

TAIL! l 
Paat I of 1 

Avuaae 
Sulfur 

Caci&DI 
(Percen t) 

(4) 

O.ll'4 
0.14 
0.11 

2.0} 
209 

1.}2 
I.} I 
1.2} 

0.61 

0.99 

0.29 
0.29 
0.26 



NOITHIASTIUf AHD SOUTHIASTIUf 
UTRinU CONSUNJNO AIPIOXIMATILY 

500,000 f A&ULS PLUS PITIOLIUN Pll MONTH 

J•IJ 1~'"1' S.,ttaw IHS 

Number 0( 
Dell very Barrell 

Lllllil~lMaasb laiD II ~~~· tursballd 
(I) (2) (l) 

Florida Power Corporalloa 
July 7 Flofida 730,SOO Sepcerober 7 floflda 6~l900 

1,374,400 

lona Island Liahllna Comp&t\y 
July 4 New Yorit 1,499,000 
Auawc 4 New Yorit 1,636,000 Stpccmber 4 New Yorit 122.000 

4,007,000 

New Enalaod Power Compeny 
July 2 Mlaacllueta ,91,000 
Seplember 2 Mlaacll ... ttl ~JOOO 

1 .2~.000 

Pennsylvania Powtr lAd Liallt 
Compaoy 

July 6 ~ $06,000 
AU lUSt 6 hauyhula l,lfJ,OOO 
September 6 hauylvuia dOZ.a 

2,$06,000 

TOTAL 23,976,100 

IAIU I 
P•a• l of l 

Averaa• 
Sulfur 

C:i1DSIDS 
(Ptrcenc) 

(4) 

1.25'111 
1.14 

l 20 
2.20 
l .JO 

uo 
2 .~ 

0.91 
0.19 
0.19 

Source: U.S. Otputaltlll o( Entrty, EMilY fiii«Mdoa AdmllllatratloD, Elcc!ric 
Power Ouartcr!y, Tab" 14, Third Quatter 1915. 

nerer 



POTINTIAI. SOUTH:JAST IUID IUPPLliU 
LUNG-TIIM CONTUC'1'1 

Lola•Ttra 
TIUIC*Utioe 

6Sili~l 'i2DUIIDX BlfiDII: (Owa. r.... ... l 
(I) (2) 

Amerada Hnt Corporatlol Ytt Y• Amoco 011 Compuy Y• v. Apu 011 Compaoy No Y• B. P. Nonh America No Y• Belcher Oil Compuy No Y• Challeoaer Petroleum (USA), Inc:. No No Chevroo lnltrottional OU Compuy No Y• Clarendon Marlteclna, foe. No No Eastern Seaboard Ptuoltum Com1•11y No No Global Petroleum C4rporatioa No No Hlll Petroleum Compuy Y• No Koch Fueb, toe. .v. No Laaoven S.A. Y• Y• New Enaland Petroleum Compuy No No Petrobru (Bruil) v .. Y• Phibro Dimibuc.on Co;poracloa No No Scallop Petroleum Compuy No Y• Seranot Oil and Gu Compeny, IDe. No No Stinnea lnteroil, loc. No No Suo Oil Tradin& Compuy Y• No Tauber Oil ComPtiiY No No Torco Oil ComPtiiY No No 

nera-

TABU l 

Currtnl or 
Prtvioua 

S~.tDall•c g( EeL 
()) 

Ytt 
No 
Ytt 
Ytt 
Ytt (curren t) 
No 
No 
No 
No 
No 
No 
No 
No 
v .. 
No 
No 
Yea (current) 
Ytt 
Yea (curreot) 
No 
No 
No 



IAIUl 

POTINTW. SOUTHIAIT IUID IUfPLIIU 
SPOTMAIUT 

Ac&iv• CqmP'ny 

Amtradt Hw CofliC)fltJo. 
Amoco OU Compuy 
Apu 011 Compuy 
B.P. North AIDtra 
Belcher Oil Compuy 
Challeoaer Pttroleu• (USA), 111. 
Cllevroa lnttrottlooal OiJ Compuy, lec. 
Cltrtodoa Muketlna, lac. 
Eutera Suboud Ptlroltv. Compuy 
HiU Ptcroleum Compuy 
Koch Fueb, lac. 
Laaovea S.A. 
New Eoaltll4 Pttrolev. Co111puy 
Phibto Dittrilllllort Cllfi)OrUloe 
Scallop Petrolelltll Compuy 
Serauot Oil aocS Ou Co~y. IIIC. 
Tauber 011 Compuy 
Tf101worl4 ()II (USA), lac. 

••nw 
(I) 

Y• 
Y• 
No 
No 
No 
No 
No 
No 
No 
Y• 
Y• 
Y• 
No 
No 
No 
No 
No 
Ya 

nera-

Lona-Term 
Tra.uportatioft 
CQwn gr ltljtl 

(2) 

Yn 
Yn 
Yta 
Yn 
Ytt 
No 
Ya 
No 
No 
No 
No 
Ytt 
No 
No 
Ya 
No 
No 
No 



ATTACHMENT E 

BEFORE lltE 

FLORIDA PUBUC SERVICE COMMISSION 

STATE OF FLORIDA) u 
COUNTY OF DADE ) 

AFFIDAVIT 
Doc:bt No. 850001-EI 

Belore me. tho undenJoned authority, Eugene Ungar appeared, who being duly sworn 

by me, Silld and testified: 

My name Is Eugene Ungar; my buslnou addrenla9250 W. Flag lor Stroot. Mlam•. Flondil33174 

1 am employed by Florida Power & Ught Company ("FPL") u a Forecasting Spociakst In tho Busmoss 

Sr stems Department. I received a Bachelora Oegreo In Chemical Engineering trom Cornel Un•vorslly •n 

1972. In 197.C , 1 reco1ved a Master's Oegreo in Bualntn Administration l rom tho Unlvers•ty or Chocaoo 

From 1974 to 198.C, 1 wu employed by Mobil oa Corporation where I aorved as a Son•or Stall 

Coordinator and Supervisor In tho Corporate Supply & Distribution Department, and tho Worldwide Roltn•no 

at1d MO!ketlng Division's Strategic Supply Planning and Controllef'a Departments In pos•tlons ol mcroas•no 

rosponsibohty. 

tn Jat1uary ol 198.!1 t joined FPL as a Senior Futl Engineer and was responsible lor thO luol pt•co 

lorecasttng and luol·rolated planning projects. 

In January or 1988, 1 waJ given the addod retpont lblllty tor being Team Leader lor FPL's Forecast 

Review Board Task Team. 

In September ol 1988, I was named Principal Engineer. 

In June ol1989. I was given the added retpontlbiiJty lor the Regulatory ServiCes Group •n tho r uot 

Rosourcos Department 

In July or 1991 , t was named Principal Fuel Anelyat. 

In October ol 1993. I was named Foroeutlng Spec:labl 

1 nave rovtOWed tho alfldlv•t of Or. Pamela J . Cameron, dated March 4. 1987 Tho c;ond•llon~ otod 

In Or. Cameron's alftdav•t. that led to her eonctutlon that tnt markot In which FPL buys tuer O•l •s 

otJgopoustiC. aro still true today. The reason\ for lhla are as folows: 

A. Table 1 nttacned hereto Is an up<llted venlon of Or. Cameron's TabiO 1 showing tho ru.nt•vo 

siz.J of residual fuel oil purchases lor tht major consuming utilities in the Southeast and rhe 
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Paoe 2 

Northeast. 01 the 4 utilities who had residual tuer oil purchasM or more than 6 mtUtOn barrels 

In 1993, FPL is cleat~ the alnglo targe11 buyer, especlaly in tho Southeast 

B. Table 2 anached hereto Is an updated version or Or. Cameron's Table 2 (Contract Suppliers) 

and Table 3 (Spot Market Suppliers). ltldonU!ies those firms curronlly capable or supplymg 

resldualluol oil to the Southeastern ulilily matl<et on a contract or spot basis Circumstances 

today do not require a dilloranllalion or aupplltrs between tho contract and spot (ono dollvor'l 

contract) markets. SinCe some ol these auppliera cannot always moor FPL's suUut 

speciltcabOns, 1/18 ~st ol potential contractsupplierato FPlls somewhat shorter In 1986, tt>erc 

woro 23 potential luol oil auppliera to FPL: In 1994. there are currently 29 potonuat tuct 011 

suppllers. In Its Clrrenr request lor bids to supply a portion ol FPL's luol 011 requirements under 

conltact lor the 1993 through 1995 period, FPL received 5 proposals. Under c~tcumstancos 

where only 25 to 30 firms compete lor aatas In a market domlnarod by a row largo purchasers. 

each firm lsupplier) wiU be concerned with the actlons or potenttal reactions ol Its nvals 

Tho tnlornlatton shown In columns P and 0 ol the 423·1(8) report Includes tnlormat•on on tho 

rormtnakng and transportabOn markots and the fuel oil vok.lme and qualty lnspectton marker In 1987 FPL 

was only able to rtno o•ght quaLrtod pallles wtl/1 an Interest In bidding tormtnakng and transponabon 

servlcos. 011/leso, lour responded with transportation proposals and alx wtlh rormlnahng proposals. Duo 

to 1110 sman demand In Florida lor both oil/lose services, marltot onl/y Is dlll•cull Consoquonlly. OJsclosuro 

or th•s contract data Is reasonably likely to rosun In Increased prices lor termlnahng and !'~nsponauon 

servlcos. 

Petroleum inspection services also have the matl<et characteristics of an ot.gopoly Duo to thO 

ltmttod number of fuel terminal operatlona. there art correspondingly few requirements lor luol mspectton 

sorvlces In FPL's tast bld01ng process lor petroleum Inspection services In 1991 , only ftvo qua•f•od btd<!cts 

wore found lor FPL's bid solicitations. Consequently, diacbsu/'8 ol 1/18 conltactuallnlormahon (I.e . prtCCs. 

turms t.nd cond•tlons) of those services Wllull have the same negative elloct on FPL's llbtltty to contrnct 

lor such sorv lcos as would the disclosure of FPL'a prices lor re1kfual (No. 6) luol oil dolmoatoo In Or 

Cameron·~ affidlvll. That Is, pursuant to economic l/leory, disclosure ol priono lnlormatton by a buyer '" 
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an oligopolcstiC rna · t Is ~xely to resutt In a withdrawal of price conce11slons to tllat buyer. rhoreby 1mpa111ng 

the buye,.s ablll!y to negotiate con~ acts In the future. 

The adverse effect of maklng Information ol tills nature available to auppVora Is evidenced by the 

oH Industry's reaction to pubVcatlon of FERC form 423. That form dlaclosos 11 doUvorod pn~o ol fuel 011 

Becnuso or the Importance olthls Information to luelaupplera, several services arose which comPlied and 

sold this Information to suppliers that nre only too wRilng to pay. We oxpec1 that a S1m1tar ·cottage 

lndusl/y' would develop if tile FPSC 423·1 (a) or <123·1(b) data were made public. Therefore, tile publlcallon 

ol t111s 1nlormatlon wiD be made readoly avallablt to the fuel suppliefs. and tills w111 utt1matoly ac. as a 

dotnment to FPL's ratepayers. 

The Information which FPL seokJ to protect from disclosure Is contractual darn that 1s treated by 

FPL as proprietary confidential t>uslnese Information . Acc:eu wltllln lhe company to this .ntormnt.IOn 1S 

restnctod This Information has not. to the best of my knowledge, been disclosed elsewhere. Furthermore. 

pursuant to FPL's fuel contraClS, FPLis obligated to use al reasonable efforts to mamtrun tho confldontlaLty 

or lhO informatiOn identified as confidential ln Attachments A and C of FPL's Request lor Spec1!1ed 

COnl1dOnt1al Classificallon 

Tho pr1cing mlormabOn appearing on FPL'a Form 423·1(a) or 423· 1(b) lor whoch conhdent•al 

classihcatlon Is sought should •omaln conlldontlallor lhO time period tho contract IS in oflecl. pws sox 

months. Disclosure or pricing lnlormallon during the contract period or pri<Jr to thO nogotoatiOn or a now 

contract Is reasonably likely to Impair FPL's ability 10 negotiate future contracts as described above 

FPLtyplcally negotiates new residual (No. 8) fuel oil contracts and fuel rotated sorvk:os contracts 

prior to tno und of existing conuac:u. However. on oocaslon some contract negollal•ons aro not f<n;:tttzod 

until altor the end of the conttact perood of existing contracU. In tllose Instances. the new contracts are 

typlcaly negotiated w1thln lhO next six months. Consequently, lt is neeftsary 10 maontrun the conhdontoa•ty 

olthe Information ldenbfiod as confidential on FPL'e Form <423-1(8) or <123·1(b) tor six months alter the end 

or the lndovodual contract period rho Information relates to. 

With respect to residual (No. 6) lueo oil price Information on lhO Form <423· 1(a) or 423· 1(b) tor ool 

that was nor purchased pursu1111t to an alrea1y oxlttlng contract. and tho terms or tho agroomonr •mdor 
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wh•ch such fuel oil is purchased are lu' fillod upon deivety . FPL requests the ptice lnlormauon tdonlified as 

corlodonrlal In Auachmenrs A and C ol FPL'a Request lor Specirted Confidential ClasSthcauon be kept 

conftdonrlal tor a period or six months alter tha delivery. Six monlhs is tho minimum amount ol :.me 

necessary tor conlidenuatity of tho6e types of purchaSes to allow FPL to utllll o Ita market presence m 

gaining ptice concessions during seasonal lluctuatlons in the demand for residual (No. 6) fuel o<t. 

D•sclosure ol lhis information any soonor lhan abt months alter completlon ol tho transactiOn IS reasonably 

likely to lmpatr FPL's ability to nego!iate such purchases. 

In summary,llls my opinion that the condtllons d ied by Dr. Cameron In her alfldav•t oro shll vabd. 

and that lho markets in which FPL buys fuel oil, and fuel oil related sarvlcos, are oltgopo~suc 

In addl!•on, this affidavit Is in suppon ol FPL's Request lor Conlidentlal Classll•cauon ol No. 2 fuel 

oil price Information found on FPL's Form ~23 · 1 (a). The No. 2 1uel Oil Information ldontii•Od on Auachmonts 

A and C In FPL's Request lor Conhdontlot Classification Is proprietary conlidon!lal business Information ns 

lharrerm Is doltned in §366.093, F.S. As such, disclosure ol this contracruai dala would Impair FPL's ab•ltty 

10 contract lor No. 2 fuel od on favorable rorms In the future. 

No. 2 fuel oil is purc.hased through a bldd•no ptocass. At the request olthe No 2 luol o•l supploers. 

FPL has agreed ro nor publicly disclose any aupple(l bid. This non-disclosure agroomont protects born 

FPL's ratepayers. and the bidding suppfklrl. As to FPL 's ralllpayera, tho non·publle b<ddlng procedure 

provides FPL with e greater variation In the range or bids that would olherwlso nor bo avallabiO II thf' btds, 

or lho w•nnlng bid by ltseH. wore publicly disclosed. With public disclosure olthe No. 2 luol oil prices found 

on FPL's Form 423·1(a), the bids would narrow to a closer range around rhe 1as1 winning bid ebmtnatmg 

rho possibility that one suppfie• might, based on hit economic: slluatlon, como In substanl•aDy lower than 

tho other supploers. Nond•sclosure likewise protects the suppliers from divulging any oconomte advanta,o 

that suppLer may have lhat !he orhOrs have not discovered. 

Tho No. 2 fuel od ptlclng lnlormar10n appearing on FPL"I Form ~23·1(a). lor which conf1denMI 

clasSification Is sought. should remain conlldentlat l or the tune period the conuoct Is In olfoct, plus stx 

monrhs DisclOsure of pricing lnlormatlen 1lutlng the contract period or prior to rho nogorlatlon of a new 

contract Is reasonanly likely to Impair FPL'a oblllty 10 negotiate lurure contracrs os doscrlbod ab!J vo 
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FPLrypicaly negotiates Its No : fuel oil contracts p~ior to the end of such contracts. However. on 

occasion some contracts are not nogollated until aflllr the end of the current contract periOd In those 

Instances the contracts are lyplcally ronogotlated within alx months. Consoquently. It Is necessary to 

maintain tho conlidentlafity of the Information ldonlined u conndenlial on FPL"a Form 423·t(aJ for s•x 

months altar the end of tho individual contract period the information relates to. Disclosuro of th•s 

Information any sooner than six months alter completlort of the transaction Is reasonably likely to tmp&Jr 

FPL"s 3bti•IY to negotiate such contracts 

Further affiant sayeth naught. 

State of Flo11da 

County of Dado 

J 
J ss 
) 

llrt;) 
Tho foregoing Instrument was acknowledged before me this_£_'_ dat of February ,1995 •n Dade 

County. Florida by Eugene Ungar. who Is personoly known to me and who did take on o<~th , ~-, 

a{) 

Serial Number 
.,..., 'io: JANET ANDRES 'A" COMMISSION • CC373906 
~ ~ EXPIRCSJUN ?7,1998 

Notary -oco '""" 
PubGc TltkiQ 1 ~·rme!l~-ett · .,... 
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Soy reo· 

TABLE 1 

NORTHEASTERN AND SOUTHEASTERN 
UTlUTIES PURCHASING APPROXIMATELY 

6 MIWON BARR.ELS PLUS PETROLEUM IN 19113 

UlllllviMIKJib 

Florida Power & Llghl 
Company 

Canal Elec!rlc Company 

Florida Power Corporallon 

Long Is land Lighting 
Company 

Avcruge 
Sulfur 

Stall llllllllla CIK!Ielll 
(000) (Percenl) 

FJorlda 37.902 1.57 

Massachusetts 7.688 1.54 

FIOflda 10,766 1.65 

New York 9,747 0.90 

U.S. Oopartmenl o f Energy, Energy lnforma\lon 
Admlnlstralion, Elecuk Power MoO!h!Y Ao1ll t994,Tablo 
85. 



' · . 

TABLE 2 

POTI:NTIAL SOUTHEAST RESID SUPPUERS 

Achve ComPany 

Amerada Hess Corp. 
BP North America 
Chevron International OP Co. 
Clarendon Marketing, Inc. 
Clark Oil T rading Company 
Coastal Fuels Marketing. Inc. 
Enjet Inc. 
Global Peuoteum Company 
lnternor Trade, Inc. (Bro.zl~ 
John w. Stone ou Olsl. 
Koch Fuels 
Kerr McGee 
Las Energy Corp. 
LyondeY Petrochemical Co. 
MelaiiBi)ellschafl Corp. 
Northeast Petroloum 
Petrobras 
Petrotea 
Ph•bro Energy tnc 
R•o Energy lnternat.enat 
Stewan Petroleum Corp 
Stinnes tnteroll, Inc. 
Sun 0 0 Tradong Company 
Tauber Oil Company 
T11xaco 
Tosco Oft Company 
Transworld 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 
Supplier or FPL 

Coottad!Soot 

YES/YES 
YES/YES 
NO/YES 
YES/YES 
NO/YES 
YES/YES 
YES/YES 
NO/YES 
NOJNO 
NOJNO 
NO/YES 
NO/YES 
NO/YES 
NOINO 
NOINO 
NOINO 
NO/NO 
NO/YES 
NO/YES 
YES/YES 
NO/NO 
YES/YES 
NOINO 
NO/YES 
NO/YES 
NO/YES 
NO/NO 
NOJNO 
NO/YES 

Source: Data provided tJv Flor1da P-r & Ugtd Con-pny (Jan uary 30, 1995) 

Note: 1) Thla table urvea •• the 1111 l or both contrae1 and apot auppllera (Table 2 & Tobie 3) 
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CERTIPICATI OP SIRVICI 

I KERB BY CERTIFY t il at a true and correct copy of P'lor ida Power 
& Light Company's Request !or Confidential Classification ~f the 
Fvrm 423-l(a) for December, 1994. was forwarded to the Florida 
Public service Commission via Airborne Express, and copies of che 
Request for Confidentia l Classification without Attachment A were 
mailed to the individuals listed below, all on this 13th day of 
February, 1995. 

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

John w. McWhirter, Jr., Esquire 
Joseph A. McGlothlin, Esquire 
Mc Wh i rter, Reeves McGLothlin, 

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

c. Edison Kolland, Esquire 
Beggs & Lane 
P. o. Box 12950 
Pensacola, FL 32576 

Ma jor c~ry A. Enders USAF 
HQ USAP/ULT, STOP 21 
Tyndall AFB, FL 32403 - 6001 

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

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

Jack Shreve, Esquire 
Robert Langford, Esquire 
Of!ico of Pub lic Counsel 
624 Puller Warren Building 
202 Blount Street 
Tallahassee, FL 32301 

Lee L. Willa, Esquire 
James D. Beasley, Esquire 
Ausley, McMullan, McGehee 

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

Lee G. Schmudde, Esquire 
R~edy Creek Utilities, Inc. 
P. o. Box 40 
Lake Buena Vista, FL 32830 

James A. McGeo , Esquire 
P. o. Box 14042 
St. Petersburg , FL 33733 



. . .. , 

Zori c. Ferkin, Esquire 
Sutherland, Asbill & Brennan 
1275 Pennsylvania Avenue, N.W. 
8th floor 
Washington, o.c . 2~004 

occidental Chemical Corporation 
Energy Cr oup 
P. o. Box 809050 
Dallas,TX 75380- 9050 

SHF(ssk 

Certll2.0ec 

J osephine Howard Stafford 
Ass i s tant City Attorney 
315 East Kennedy Blvd. 
Tampa, PL 33615 

Steven H. Feldman 
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