
• I=PL 
VIA AIRBORNE EXPRESS 

Ms Blanca S. Bay6, Director 
Dtvision of Records and Reporting 
Flonda Public Service Commission 
Betty Easley Conference Center 
2540 Shumard Oak Boulevard 
Tallahassee, Florida 32399..()850 

Re: Ood<et No. 960001-EI 

Dear Ms Bay6: 

Flotldo Power & liOhl Company, P 0 Boa 01'.1100, M1om•, flll102 ''00 

March 15, 1996 

Enclosed for filing with the Commisston In Oocl<et No 960001-EI are the original 
and fifteen copies of FPL's Request for Confidential c,assificatlon of Certain Information 
Reported on the Commission's Form 423-1(8) for the month of January 1996. The 
originalts accompanied by Attachments A, B, C, D and E. Plea3e note that Attachment 
A is an unedited Form 423-1(a) and therefore needs to be treated as confidential The 
fifteen copies are accompanied by Attachments B, C. D and E 

If you have any questions regarding this transmittal or the ln'ormatton filed 
herewith, you may contact me at (305) 552-3924. 
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Very truly yours, 

' 

~~ 
David L Smtih 
Senior Attorney 

OOCl!I-'E•·· r , .•. .,. ro-n:.r[ 

0 3 I 9 7 Iii I. 16 ~i 



BEFORE THE 

FLORIDA PUBUC SERVICE COMMISSION 

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

Docket No. 960001-E I 

REQUEST FOR CONFIDENTIAL 
CLASSIFICATION OF CERTAIN INFORMATION 

REPORTED ON THE COMMISSION'S FORM 423-1(a) 

Pursuant to §366.093, F.S. (1993) and Rule 25·22.006, Florida Administrative 

Code, Florida Power & Light Company ("FPL") hereby flies v.ith the Florida Public Service 

Commission rcommlssion") this "Request for Confidential ClasslficeUon" ("Request") or 

certoin Information reported on FPL's January 1996 423·1(a) Fuel Report as rtellneated 

below. In support of this Request, FPL states: 

1. FPL seeks dass1ficetJon of the information specified as proprietary 

confidential business Information pursuant to §366 093, F S (1993), which provides 1n 

pertinent part, as follows: 

(1) • • • Upon ·equest or the public ut1hty or other person. any 
records received by the commission which are shown and found by the 
commission to be proprietary confidential business Information shall be kept 
confidential and shall be exempt from s. 119.07(1) 

• • • 
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(3) • • • Proprietary confidential business Information Includes, but is 
not limited to. 

• • • 

(d) Information concerning bids or other contractual data, the 
disclosure of which would Impair the efforts of the public utility or Its 
affiliates to contract for goods or services on favorable terms. 

2 In applying the statutory standards delineated above In paragraph 1, the 

Commission is not required to weigh the merits of public disclosure relative to the 

Interests of utility customers. The Issue presented to the Comm1ss1on, by this FPL 

Request, is whether the Information sought to be protected fit! Within the statutory 

definitions of proprietary confidential business Information, as set forth In ~366 093, F.S 

(1993) If the informat.ion is found by the Commission to fit within the statutory definitions, 

then It should be classified as confidential, be treated In accordance with Rule 25-22 006, 

FA C. and be exempt from §119.07(1), F.S. (1993). 

3 To establish that material Is proprietary confidential business information 

under §366.093(3)(d), F.S. (1993), a utility must demonstrate that (I) the information is 

contractual data, and (ii) the disclosure of the data would Impair the efforts of the utility 

to contract for goods or services 0:1 favorable terms. The Commission has prev1ously 

recognized that this latter requirement does not necessitate the showln~ of actual 

impairment or the more demanding standard of actual adverse results, instead, it must 

simply be shown that disclosure is •reasonably likely" to Impair a utility's contracting for 



goods or services on favorable terms See 87 FPSC 1.48, 50 and 52, and 94 FPSC 

10 87 , 88 

4. Attacheo to this Request and Incorporated herein by reference are the 

following oocoments: 

Attachment A 

Attachment 8 

Attachment C 

Attachment 0 

Attachment E 

A copy of FPL's January 1996 Form 423-1(a) with the Information for 
which FPL seeks confidential classlflcallon highlighted. This 
document Is to be treated as confidential 

An edited copy of FPL's January 1996 Form 423-1(a) with the 
Information for which FPL seeks confidential classification edited out 
This document may be made public. 

A llna-by-llna justification matrix Identifying each Item on FPL's Form 
423-1 (a) for which confidential classification Is sought, along with a 
wntten explanation demonstrating Chat the Information Is (11 
contractual data, and (2) the disclosure of which would Impair the 
efforts of FPL to contract for goods or services on favorable terms 

An affidavit of Or. Pamela Cameron Or Cameron's affidav1t was 
previously filed wtth FPL's original "Request for Confidential 
Classification of Certain lnformat1on Reported on the Cor.1misslon's 
Form 423-1(&}" on March 5, 1987, In a predecessor of this docket 
It is refiled with this Request for the convenience of the Commission. 
Attachment E updates Or. Cameron's af11dav11. 

An affidavit of Eugene Ungar 

5 Paragraph 3 above ldenllfies the two prongs of §366 093(3)(d), F S. ( 1993). 

which FPL must establish to prevail In this Request for confidential classification of the 

information identified by Attachments A and C. ThosA two prongs are conclusively 

established by the facts presonted In the affidavits appended hereto a!. Attachments 0 
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and E First, the identified lnfonnauon is contractual data Second, disdosu~ of the 

infonnalion ts reasonably likely to Impair FPL's ability to contract for good~ and seMces, 

as discussed in Attachments C, D and E. 

6. FPL seeks confidential classification of tht per-berrellnvoice prices of No. 

2 and No. 6 fuel oil, and related lnfonnation, the per-barrel tennlnallng and transportation 

charges, and the per-barrel petroloum 1nspedlon charges delineated on FPL's Form 423-

1(a) Fuel Report as more specifically Identified by Attachments A and C 

7. The confidential nature of the No. 6 fuel olllnfonnatlon which FPL seeks to 

protect is easily demonstrated once one understands the nature or the market In whiCh 

FPL as a buyer must operate. The market In No. 6 fuel oil In t.-.e Soulheastem United 

States Is an ollgopollsllc market See Cameron and Ungar affidavits. Attachments D and 

E In order to achieve the bert contractual pnces end tenns In an ollgopollstlc market, 

a buyer must not disclose price concessions provided by any given supplier. tJue to 1ls 

significant presence In the marl<et for No. S fuel oil, FPL Is a buyer who Is reasor~ably 

likely to obtain prices and tenns not available to other buyers Therefore, disclosure of 

suCh prices and tenns by a buyer like FPL 1n en ollgopollsttc market Is reasonably likely 

to 1netease the price at which FPL can contract for No. 6 fuel o1110 the future. Aga1n see 

Cameron and Ungar affidavits, AttaChments D and E. 



8. The economic principles discussed In paragraph 7 above and Or. Cameron's 

affidavit (Attachment 0) are equally applicable to FPL's contractual data relating to 

terminating and transportation charges, and petroleum Inspection services as described 

In Eugene Unga(s affidavit, Attachment E. 

9 FPL requests that the Commission make two findings w1th respect to the 

No 6 fuel oil Information Identified as confidential in Attachments C and o· 

(a) That the No 6 fuel oil data Identified are contractual data, and 

(b) That FPL's ability to procure No. 6 fuel 011, terminating and 
transportation <services, and petroleum Inspection services Is 
reasonably likely to be Impaired by the disclosure of the information 
Identified because· 

(I) The mari<ets In which FPL, as a buyer, must procure No. 3 
fuel oil, termlnaling and transportation services, end fuel 
Inspection services are oligopousuc, and 

(ii) Pursuant to economic theory, a substantial buyer in an 
ollgopohslic market can obtain pnce concessions notDvailable 
to other buyers, but the disclosure of such conces"ions would 
end them, resultlng in h1gher prices to that purchaser. 

10. The confidential nature of the No. 2 fuel oil Information, Identified In 

Atto~chments A and C as confidential, Is Inherent In the bidding process used to procure 

No 2 fuel oil Without confidential caassificaUon of the prices FPL pays for No 2 fuel oil, 

FPL Is reasonably likely to expenence a nanowing of the bids offering No 2 feel 011 The 

range of bids Is expected to converge on the last reported public price, thereby reducing 

the probability that one supplier will substantially underbid the other suppliers based upon 

that supplle(s own economic situation. See Ungar offldavlt, Attachment E. 
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Consequently, disclosure Is reasonably likely to lmpa1r FPL's ability to negotiate future No 

2 fuel oil contracts. 

11. FPL requests that the Commission make two findings with respect to the 

No 2 fuel oil information Identified as confidential in Attachment• A and C: 

(a) That the No. 2 fuel oil data identified are contractual data, and 

(b) That FPL's aiJIIity to procure No. 2 fuel ollls reasonably likely to be 
Impaired by the disclosure of the Information Identified because the 
bidding process through wh1ch FPL obtains No 2 fuel oil I$ not 
reasonably expected to provide the lowest bids possible If disclosure 
or the last winning bid is, In effect, made public through disclosure 
of FPL's Form 423·1 (a). 

12. Additionally, FPL believes the importance of these data to suppliers In the 

fuel market is demonstrated by the blossoming of publications which provide utility· 

reported fuel data from FERC Form 423. The disclosure of the Information sought to be 

protected herein may create a ccttage industry of desktop puthshers ready to serve the 

markets herein Identified 

13. FPL requests thai the Information for which FPL seeks confidential 

classification not be dedasslfled unUJ the dates speCified In Attachment C The time 

periods requested are necessary to allow FPL to utilize Its market presence In negotJatlng 

future contracts. Disclosure pnor to the Identified date of declassification would tmpair 

FPL's eblllty to negotiate future contracts. 

6 



14. The matenal identified as confidential information in Attachments A and C 

is Intended to be and Is treated by FPL as private, and haa not, to the best of FPL's 

knowledge and belief otherwise been publlcJy disclosed 

WHEREFORE, FPL respectfully requests that the Commission classify as 

confidential information the information Identified In Attachments A and C and which 

appears on FPL's unedited Form 423·1(a). 

Dated March 15, 1996 

7 

Respectfully submitted, 

David L. Smith 
Senior Attorney 
Florida Power & Light Company 
9250 W Flagler Street, #6514 
Miami, Florida 33174 
(305) 552·3924 
Florida Bar No. 0473499 
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Justifilcatlon for ConfldentJallty for January, 1996 Report: 

ATTACHMENT C 

OoGket No. 960001-EI 
March, 1996 

FORM UHE1§1 COLUMN RATIONALE 

423-t (a) 1 - 16 H (1) 

423-1 (a) 1 - 16 (2) 

423-1 (a) 1 - 16 J (2), (3) 

423·1 (a) 1 - 16 K (2) 

423-1 (a) 1 . 16 L (2) 

423·1 (a) 1 - 16 M (2), (4} 

423·1 (a) 1 - 16 N (2). (5) 

423-1 (a} 1 - 16 p (6), (7) 

423-1 (a) 1 - 16 a (6). (7) 

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

--------~-----------------------------------RaUonale for conflden\.lallty: 

( 1) This information Is contractual information which, II made public, ·would Impair the 
efforts of (EPL} to contract for goods or services on favorable terms: Section 
366.093 (3} (d), F.S. The Information delineates the price FPL has oaid tor No. 
6 fuel oil per barrel for specific shipments from specific suppliers. This informatton 
would allow suppliers to compare an Individual supplier's price with the market 
quote for that date of delivery and thereby determine the contrar.t pricing formula 
between EPL and that supplier. 

Contract pricing formulas generally contain two components, which are: ( 1) a 
markup in the market quoted price for that day and (2) a transportation charge for 
delivery at an FPL chosen port of delivery. Discounts and quality adjustment 
components of fuel price contract formulas are discussed In paragraphs 3 and 4 . 
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D:sclosure of the invoice price would allow suppliers to determtne the contract 
pnce formula of thetr competitors. The knowledge of each others' prices (i.e. 
contract formulas) among No. 6 fuel oil suppliers Is reasonably likely to cause the 
suppliers to converge on a target price, or follow a price leader, effecttvely 
eliminating any opportunity for a major buyer, like FPL, to use its market presence 
to gain price concessions from any one supplier. The end result Is reasonably 
likely tCJ be increased No. 6 fuel oil prices and therefore Increased electric rates. 
Please see Dr. Cameron's affidavit hied with FPL's Request for Confidential 
Classification which discusses the pricing tendencies of an ollgopolistlc market and 
the factual circumstances which identify the No.6 fuel oil market as an oligopolisttc 
market in the Southeastern United States. As Dr. Cameron's affidavit discusses. 
price concessions in an oligopolistic 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 oligopollstic nature 
of the market, to withdraw from future concessions. Consequently. disclosure of 
the Invoice price of No. 6 !uel 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 algtJbraic function of 
column H. That is, the publication of these columns together, or independently, 
could allow a supplier to derive the Invoice price of oil 

(3) Some FPL fuel contracts provide for an early payment incentive in the form Of s 
discount reduction In the invoice price. The extstence and amount of such 
dtscount is confidential for the reasons stated 1n paragraph (1) relattve to pnce 
concessions. 

(4) For fuel that does not meet contract requirements, FPL may reject the shipment, 
or accept the shipment and apply a quality adjustment. This Is, in effect, a pricing 
term which is as Important as the price itself and is therefore confidential for the 
reasons stated in paragraph (1) relative to price concessions. 

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

(6) This column is used to mask the delivered price of fuel such that the mvo1ce or 
effective price of fuel cannot be determined. Columns P and 0 are algebrai~; 
variables of column A. Consequently, disclosure of these columns would allow a 
supplier to calculate the Invoice or effective purchase price of oil (columns H and 
N) by subtracting these columnar variables from column A. 
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1 ermmaling and transportation services In Aorida tend to have the same, if not 
more severe, ollgopolistic attributes of fuel oil suppllors. In 1987, FPL was only 
able to lind eight qualified parties with an interest in biddinp either or both of the~e 
services. 01 these, lour responded with transportation proposals and six with 
terminaling proposals. Due to the small demand in Florida for both of lhese 
services, market entry Is difficult. Consequently, disclosure of this contract data 
Is reasonably likely to result In Increased prices for termlnallng and transportation 
services. 

Petroleum Inspection services also have the market characterlsllcs of an oligopoly. 
Due to the limited number of fuel terminal operations. there are correspondingly 
few requirements for fuel inspection services. In FPL's last bidding 1Jrocess for 
petroleum inspection services, only six qualified bidders were found for FPL's bid 
solicitations. Consequently, disclosure of this contract data is reasonably likely to 
result In increased prices for petroleum inspection services. 

(8) This Information is contractual lnformabon which, if made public, ·would impair the 
efforts of [FPL) to contract for goods or services on favorable terms: Sect1on 
366.093 (3) (d), F.S. The information delineates the price FPL has paid lor No. 
2 fuel oil per barrel to: specific shipments from specific suppliers. No. 2 fuel oil is 
purchased through a ulddlng process. At the request of the No. 2 fuel oil 
suppliers, FPL has agreed to not publicly disclose any supplier's bid. This non
disclosure agreement protects both FPL's ratepayers. and the blddll"2 suppliers. 
As to FPL's ratepayers, the non-public bidding procedure provides FPL with a 
greater venation In the range of bids that would otherwise not be available if the 
bids. or the winning bid by itself, were publicly disclosed. With public disclosure 
of the No. 2 fuel oil prices found on FPL's Form 423-1 (a), the b1ds would r.arrow 
to a closer range around the last winning bid eliminating the possibility that one 
supplier might, based on his economic situation, come In substantlaliy lower than 
the other suppliers. Non-disclosure likewise protects the suppliert.. from divulging 
any economic advantage that supplier may have that the others have not 
d1scovered. 

3 



······---~---·---······-··-·····-·-······-······ 

Date of Declassification: 

FOAM UNElSl COLUMN QAIE 

423-1 (a) 1 - 4 H·N 06130196 

423·1 (a) 5 • 16 H-N 07131/96 

423-1 (a) 1 - 16 p 03/31/99 

423-1 (a) 1 • 16 0 06:30/96 

423-1 (a) N/A H. I, K. L, N. A 12t31/96 

Aatlonalo: 

FPL requests that the confidential Information Identified aoove not be disclosed until the 
Identified date of declasslflcallon. The date of declassification to detormlned by adding 
6 months to the last day of the contract period under which the goods or services 
idenllfled on Form 423·1{a) or 423·1(b) were purchased. 

Disclosure of pricing information during the contract period or prior to the negotiation of 
a new contract is reasonably likely to Impair FPL's ability to negotiate future contracts as 
described above. 

FPL typically renegotiates Its No. 6 fuel oil contracts and fuel related serv~ces CQntracts 
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, Ills necessary to 
maintain the confidentiality of the Information Identified as confidential on FPL's Form 
423·1 (a) or 423·1 (b) lor six months alter the end of the Individual contract period the 
Information relates to. 

With respect to No. 6 fuel oil price Information on the Form ~23·1 (a) or 423·1 (b) for oil 
1hat was not purchased pursuant to an already existing contract. and the terms of thA 
agreement under which It Is purchased are lulfllled upon delivery. FPL requests the price 
information ldenblled as CQnllder.bal be kept confidential tor a period of six months alter 
the delivery. Six months is the minimum amount of time necessary lor cor.fidentrahty of 
these types of purchases to allow FPL to utilize Its market presenc;e In garning price 
concessions during seasonal fluctuations in the demand for No. 6 fuel oil. Disclosure of 
this •nformation any sooner than six months after completion of the transaction is 
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reasonably l!kely to impair FPL's ability to negotiate such purchases. 
The No. 2 fuel oil pricing Information appearmg on FPL's Form 423-1 (a) or 423-1 (b), tor 
which confidential classification Is sougl'lt, should remain confidential for the t1me ~riod 
tho contract is in effect, plus six months. Disclosure of pricing lnformatton dunng the 

contract period or prior to the negollahon of a new contract is reasonably hkely to impa1r 
FPL's ability to negotiate future contracts as described above. 

FPL typically negotiates its No. 2 fuel oil contract.s prior to the end of such contracts 
However, on occasion some contractE- are not negotiat!ld, until after the erd of the current 
contract period. In those Instances the contracts are typically renegotiated within s1x 
months. Consequently. It is necessary to maintain the conf•dentlality of the information 
identified as confidential on FPL's Form 423-1 (a) or 423-1 {b) lor six months after the end 
of the Individual contract period the Information relates to. 
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ATTACHWBNT 0 

IUOII THI 

nOIIDA PUBLIC StlVICI COMMISSION 

) 
DISTRICT Of COLUMIIA ) u 

) 

.UnDAVIT 
Docttt He. I'OOOl·ll 

Btfore mt, tht undtniaoed authority, Pamela J. Ca.meroo appured, who 
btlna duly sworo by me, sal4 ud tatln.d: 

I. INTRODUCTION 

My namt II hmtla 1. Cam.troa; my bwioaa lddraa is 1100 M Slreet, 
N.W .. Suire 600 Soulll, Wul\lnatoo, D.C. 20036. I ltD ea~ploytd by the National 
Economic Research Aqoclata, toe. (NEllA) u a S.nlor Analyst. 1 received my B.S 
in Busineu AdminiJIIItioo from Tuu Tech Univenlty in 1973, DIY M.A. •n 
Economica from Lilt Ullivtniry o( Oklalloma io 1976 and my Ph.D. in Economics 
from the Ullivenity ot Oklaboma lo 19U. My major nelda or uudy huve been 
tadwttial Oraaaizatioo, Public F'IUDCt a.od Ecooomeulcl. 

Since 1912, I lla._ bela employed by ecooomlc aad reaulatory coruultina 
rlrma providioa servicll relatiq co utlllry reaulatloa. I ha._ directed numerous 
projtc:tJ iDc:ludlq muUt a.uJysla. 1U ICCIIIisitloa ud COCIIIICt Dt.Otiatioo, and 
alcernatlve fuela t~u.atioa. 

1 have baa uked by Florida Power aad Liabt Compuy (FPL) to evaluate 
the market in which FPL buys fuel oil and to dttarmloe what hnpKt, ir any, public 
disc:ICMUrl of ctrtiiO fuel IIIDMCtiOD data Ia likely to bavt 00 FPL and iiJ 
ratcpayen. Specirl-'_.lly, the data I will addrtll Ia tilt datailed prlc:e information 
reporttd oo Florida Public Slrvic• Commlulon Form ~23s. 

nera· 



-2-

"''M iml*t of pubiJe dilclolurt of pr~ ialorut.ioo depeoda oo the 

structure o! the awktca lovolvtd. lA the (ollowlna ~tct.iou I discUS~ tilt economic 

framework Cor evaluatJoa t.be structure oC mukea, tilt role o( dis:l01ure '" 

oliaopolistic lllirkea ud revitw tl\t circuauc.uca oC FPL's fuel oil purcllu.t 1u ina 

this framework. The fioal secdoo lluaawl.za my coochulou 

II. THE !CONOMIC THlORY Or MARKETS 

Economic theory prldlciJ that the btllavior o( lodlvidual firms and the 

conuqucnt market performane. will bt dttermloed luaely by the stt\lerure or the 

relevant market. The strvcturt or aurkta raop (rom lliallly competitive to virtu.al 

monopoly depclldina upoa IYCh factOrs u the oumbtr aDd sia or firnu io the 

market, the htltrOitGtlty O( producll ud dlstrJbut.loa Cha.DDtiJ, tilt t&M ,..itl\ 

which r~rau caD 4nttr and luve the market, aDd the dtiiM to whkh firnu and 
conJumers posses~ lnformatloo about tht prica and producta. 

Uslna thtN four bulc criteria or characteristic:l, ecooomi.Ja diuincu•Jh 
c:ompctitive, oliaopolbtlc and CDOOOpoliltlc lllirkta. For tUJDplt. a competitive 

market it cllancttriud by the (ollowiaa: (I) r~~m~ prod~~!» a ~CDOSeDt0\11 product; 
(2) thert lrt IIWIY buyel'l ud MLIII'I 10 tllat Ill.- 01 pvclwa o( tKb art Jmall 

io rtlltioD tO till lOcal lllllket; (]) tDtry iatO 01 tail froaa the llllrklt i.J DOl 

couuajo.ct by ecooomic or lqal barriers; aDd (4) rl11111 ucS couum.rs htve aood 

informatloa reaardloa aJterutJve products &Ad tilt prlcle at wh.ich they are 
available. Ulldter theN drcuaucanca iadjviduaJ buyers ucS ulltn have only an 
imperceptible iDnueoce oa the rDIIklt price or tht actlotu o( o!Mn iD the marker 

Each buyer an., stller aca illdepcodtotJy since thoM actlou will 11\l: affect the 

market outcome. 

Ao ollaopollulc iod111try ia 001 ID whlcb the aumbtr o( seller~ is small 

'nouah for the aclivltia of Mlltl'l to affect ~~eh other. Cllanaa Ia the output or 

nera-
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tM price o( OM firm wiU alftct tht amouota wllktt otlltr sellen cu stU and rho 

pricu t.hlt they cao clw&•· Ollaopollatic iodiUtriel may sell either difrtrtlltiattd 

or llon:lO&totoiU producta aod art ~&~llally chartcterlud by hlah barriers to i:try 

BecaUM O( tht illttrdtpelldt!ICI Of IUpptltn, tilt UUIIII 10 which tilly art i11forcn.d 

with , .. peer 10 tht ac:tloo.t or ocher p.utltl ID tht czwk.et wUI arrecr the ir bthavaor 

llld the perronnanct or the urket. 

A moDopollltk: market is oat Ia whicb a siDIII seller co11tro1J both tilt 

price aod output or a prod16Ct ror whicll tbert art DO ciOM subttltuta. There are 

also siaoitkaot berrien tO prtveot othtn from eater ina tilt market. In th it 

irutaoce, tilt seller koows the dttalla ot nell trti\SICUoD and chtrt is 110 clear 

advantaae 10 clle b~ayer Ia k•eploa thtse detaJIJ confldeoclal. 

Jt d Cltat tVtll from tlUt brief diJc-.ataiOD that I dettrminatioll O( tilt 

likely ertect or lilt dlscloaure ot cJit ttrau and colldltJoJU ot trtruacciona dtptnd ' 

on the type or market IAvolvtd. Ill dttermioina tile llrUCtllrt or FPL'I fut l Oil 

market, I have revitwtd cbe stllen aod buyen operatilll ill thtM markets. the 

homoaueiry or ttlt product, 1M factor~ aoveroilla tatty or nit from the markcu 

and lilt role ot inrormat.ioo. 1lle review IAdlcaUII that tM futl oU 11:1atket Ia wllich 

utilitln ill 1M Sollthast purclwe 11•1X>I11e is ollaopoUstk. Tllat il, the ac tioOJ of 

one firm will altect tbt pric:J.aa ud ourput decllloat or ot.Mr sellan. The 

in!erdtpeodeoc:e amona r .. t oU aui)C)U.n is compouodtd by ttlt prance ill the 

mlllktt ol a few vuy Iaiit purclwen, sucb aa FPL. The f'ollow ina secciocu 

de~rlbe 1M details ot an tlaboratloo ot tilt conaequtoca ot trtcuactloa dlsdoaure 

in tha type or marker, my market tvaluatioo aDd my coochwoas. 
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lfFICT OF DISCLOSUll IN OLICiOPOLimC MAIIITS 

A brie( review o( the role that MC~y play, i.a oliaopoly theory u 

htlp(ul Ia uadentaadina tM pricina polkia or ollaopoluta and t~ predicted imi)ICI 
oa fuel costa. 

Aa oliaopolistic market stnactiU't II chiiiCttriud by com,etit ioa or 

rival ry llftODI the few, but tht aumber or 0tma Ia I market does n.ot determine 

~:o nc:IUJively how 1M market rueetiou. Ia the c:&M or ollaopoly, I number o r 

outcomu 1r1 possible dtpeadilll upoa tilt dtlfll to whlctt tht ntma act either u 

rivab or u coopentort. Sellen uve a C4atmoe arouo lattrest ia kHpina prices 
hiaJI. but bavt a coanlct or interest witb rtaptc;t to lll&fktt sban. 

Tht 11111111111\tllt .. r ollaopollstk nnu rtco.anlut that, alvea thtlr mutual 
interdependt~. pron11 will be hlahlr wb4a cooperat ive polkia are punued than 

when each r11m ICU only Ia Ita OW1l narrow Mlf'· laterat. II nrma art offered the 

opportunity to C4Uudt, oliaopolbtic matketa will tend to uhiblt a ttadency toward 
the muimlutloa or colltctlvt pronta (tht prklaa behavior uaociattd with 
monopoly). However, :oordlaatlota or prlci.aa policia to muimi• joi11t proriu iJ 

not auy, Uptc;ially when catt ud earbt aban dilrertDCtt I....S to "nnlctina 
price aacS output prtftrt!ICII lmOfal nr... Coordlaatloa is coatid4rably leH 
difrlcult wbta ollaopollata cu cocmiUilcate opealy u4 (tMty. But tb4 antitrust 

laW1, wbk~ art co~rMCI willa WllbiWia •OOSIOIY prici&&, llllb oven cooperation 
ualawful. There Ul, ho ... vtr, nbde ways or COOfdlaadoa prlclna dACisiona which 
art both lepl ud pottatially trftctlvt if dbclpllat cu bt malataloed. 

Oat meam or coorcSwtlna btllavlor wll.llout tiiJIAlJia al'oul ol the law is 
prlc:t lttdtnbip. PTlu ltadtnblp cu ltatnlly bt viewed u a public sianal by 
firms of lht c:llanau Ia tht lr quottd prlcel. If ttell t1na knowt tbat Ita price cuu: 
will be quickly matcMd by its rlvtll, it wiU have mucb lele iactatlvt to make them 
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By the SUM !oak. eeclt supplier Uowt that its rl¥&la cu tuuaio a hiahtr PtiC. 

quote only il other nrau follow with matchina prica. 

Focal polar prlclna i.t IDOt~r eumple or ollaopollulc prlchsa that allows 

coord lnatioo without violatlna tht utitrv.st laws. Here, tellers tead to adhtn to 

ICCIJ)ttd focal poUlts or tiiCIU 1\ICII U I publicly poec.td prict. 8y Ullin& 1U 

price It IOIDe foc:&l point, I nrm liCitly lftCOUrlllt rivals tO follow suit without 

uadercuttina. The potted priet published ror varioUJ anda of ru.l oil by rtaion 

would Mrvt u a (OQJ poilu for that area. Other l}llel o( foc:&l C>Ointa ioclude 

manufactu,.. aaoci11iooa' publithtd list prlca or aoveramear-a..t c.llina prica. By 
adlltrina 10 that acctpttd tlr&lll, eoordlutloe b facilitated ltld price warfare u 

discouraatd. 

W11Jie ollaopollsts have iKtntiv• to COO!>'ratt Ia meiownina pricu 
above the com!>'titivt ltvel, tilt,. Itt abo dlvbivt torcea.. There ate s.vrral 

condiliooa which limit tht likelihood and tffactlvenm or coordination, aJJ of .,h.ch 

art related tO tbt abillty o( I tlnale rlrlll 10 of(tr prict COfteftaiont witnout fur of 

retaliatioo. 'They loci !Ide: (I) a sipii'ICUt D~<tDblr ot •lien; (2) httttottlltity of 

products.; (l) ttialt overllltd C411S coupa.d witJl advent b~a~lo.l cooditioos; (.C) 

lumpinaa ltld lol'rtqiMDC'J ia tht pwchiM ot prodi.ICta; aDd (S) Nertey and rtttlia

tioa lap. 

A. Dt Newlttt ea4 $1y tf Dew 

'The tllliCturaJ diiiMioaloa witJl tbt moet obvious ianueoce oa coordinatioo 

;, tht number ud t1a dbttlbutloo ol' l'ltms Ia the market. lllt arnttr tilt number 

or sellers in a market, everytlllna ebe tilt same, the mtl,.. dll'rkult it is 10 maintain 

a noncom!>'titlve or above-cott prict. AI the oumblr o( nrms lncruau and the 
market •hare ol' tacit declina, firms ara incrtuinaly apt to iano,.. tilt erfect or 
their prlcina and output dtclslooa oa IM actloos o( other nrnu. lo addilloo, u tht 
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DUIDbef or ranDI iactuMI, tilt PfObebillty incraaa lbat It JaU 001 Onn •Ill h'I.VI 

lower t11u av•,.a• C4CU aod IL auraaive pricioa policy. Thtrefort, u ollaopoliu 

Ia an Industry o( IS rum ia more llllely lO orter ttertl dltco~o~ntl and leu likely to 

~ discovered lhe.A 10 ollaopolist Ia ID iadwuy or ooly '"'" nrm. 

8. Prmfwcl Htltrottatlty 

1r producll were truly hoCIIOaeoeow or petrec1 substitutes in the 

consumer's miod, price "'Ould be tJit ooly variable wltJI which nrmt could compete, 

Thlt reducea the wk or coordlnatlaa, ror nrm mwt coDJider only the price 
dimensioa. Wllea producll are dirrerentiatld, the tenDS ot rivelry become 
multidimensional aod coosldtrably mora complea. 

C. Owbtd C'ttll 

The ability or oliaopolitll to coordinate it affected lo a verloty of ways 
by cou coadlrloos. Gtaerally, the aruter the dlr(ereDC.. iA cost uru"urcs 
bttweeo firms, the more trouble the fir• wilt bave malnllioiaa a commo11 pnce 
policy. There iJ abo nidloa~ that lnd:astria cbarte:terla.ed by hi&h overhead costs 
are particularly twc:tptible 110 pt~ci.aa dbc:lpiU.. brukdowu willa 1 dtcliot ia 
demand fore.~ the ledllllry lO operate below c:apDCity. T1le i3di&Siry cb.anc:\triz.ed 
by hilh nud COlli lllfftra mort wbla ct.mud it dtpruatd becawe O( JltODI 
induccmeall toward price-cuttlaa ud 1 lower f1oot (IISIIIiul ~l) to prace 
d«raaa. (Pra-cuttlq wUJ be cbec:Ud at ~lpu ptbe •he• maralaal coe11 are 
h ·•" and nald COlli .,.. ral.atlvtly low.) 

D. L••••aa• ••• ''''"''''! '' Onltn 
Profitable tacit coiii&Sioa iJ more liktly wbla ordln 11'1 aaull, freqvtnt 

and reaular, sloce "-ttctloa and tttalbtloa are euilr under th.. c:ircumallncu. 
Any deci.sloa to undercut a price oa whkll IDdu:ttry mans ben !lave tacitly •tretd 
rcquirtt I balancJn& O( probablt piD.I 11111111 thl liktly C:OSIJ. Tllt &liD from 
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cuttlaa the Pf~ duivte from the IIICreued probability ot tea:rlaa a profitable 

order aad lataer saw. ol the awktt. 

probability of rival rnelloM drlvina dowa th. level of future prica aDd, lhererore. 

future proriu. The probable aaicu will obvlouslt be lataer when the order 11 tiJkt 

is lar&l. Also, tht IJDOUDt Of iaforNIIol I nr. COIVI)'I about ill pricln& ltnlf&Y 

to other firms in the market lncrnsa with the cumber of trusactlont or price 

quotH. Clearly, lhl leu frequently ordera are pllctd, the Ina likely dtltction 

would be. 

!. Stcruy ap4 ltlallatlot L••• 
The lonaer tbt adver.. coGMquea:a of rlvtJ recallalloll "' be delayed, 

the mort attnetlve uodtrcuttlaa lhl ae«p&ed pr~ uruc:ture becomes. 061 mcaiU 

of rorestalllna retallllloa It to araat secret prict cull. If prict it ebove marainal 

cosl and if price coDCwlocu caa renonably be npeetld to ramajn ..crat, oliaopo· 
lins have the incentive to 1111111 in secret price shldlna. 

Fear of rttaJlllloD is DOt limited just to fear of m.atcht<S prict CIIU by 

other ullera iA the awktt. A diaclotllrt of NCNI priQe co.uulou 10 ou buyer 

m.ay ltad oiMr buyen to dtcaad eq\1&1 tteaUMit. 1'1lle resvlt wo\lld bl u er•~tioo 

of industry pron11 u thl price dtciiDII to accomiDOdatt othlr buyera or a witJI

dra wa.l or price coocaaiou 1a poe raJ. 

The aiUIIber ud abe dbttlbutioa of buren ia tbt awklt it a siaoiOcaot 

factor where rear or rtcallatloa is u imporuot market elemiDt. Wllln~ ooe or a 

few llfll buytra rtptUIDt I latll l)lfetol of the lllalklt, the II'Utirl of UCifl 

) rice conceuioiU to thoM buyera by a stlltt b likely to imPQM sianlflcant (OilS 

(that is, result io siaoln::ut lou or salts) for the ramalruna 11111ra. Sioce dll· 

cloture of secrll price coocasions Ia thia cut It mort llbly to prompt lmmedia11 

rnclion thu would kaowled&• of prlu eoacwlo• 10 smaller, intianlrlc:aot firms. 
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it follows that rllbu lhu risk u IUiproOtable J)flce bltllt nfllll IDlY CtU. 

orrerina ~ooea~iocu. 

It iJ nor io tbt loaa- ruo interest or tbt Orca coasidtrina price 

cooceuioiU to ioiriata priu ~uca •llicll would ltad to lowtr multet prices aen.rally 

or ruinous pric• wt1t. II ltnowltda• ol prkt ~oewiocu ludJ other stlltn to 

reduct pri~• a«ordloaJy, tJlt pr~-~uttln1 nraa •IU lott tht market share 

advantaa• it could have pia.d lhroueb MCrtt prkt slladloa. fadlllll1 profits will 

bt lower dut to tht lowtr price ltveb. Tbttafort, aJveo that aoy price ~nceuion.s 

wiU bt d~loMd. tbt !DOlt proncablt """IY it .ore likely to bt to refrain rrom 

o(ferina pri" eoocesslon~. Ellminatioa opportuait'- for ..eret ~e.tloo (by d lsclosina 

price, for uamplt) would ar .. tly rtdu~t tJie l~tatlve to oii&OCIQIIJCI to ofrer price 

~onceuioDt. 

IV. MARK!T EVALUATION 

After revitwlna tht lhtOrtlicaJ crheria UM4 by economisiJ to evaluate 

market scructurt wl~ F'Pl. oeno~l koowltdaublt io tbt arta or f->url·fuel 

proc:uremeot, I requa:.d ud wa provided with ... atlal CDUittt dlca oeccuary 10 

analyu tht cnarlttt ia w~ll FPL Pll~!wte No. 6 rut~ oU (raid). Tbae dm. 

toae~her witll otbtr publblled idorcatlota. wtrt I&Md to dtunDiDI tilt structure of 

thtcnatktt. 

A. Markel Stncbn 

Tlle product uockr con.sideratloll it rttid ao4 Ill primary purch&Mrs arc 

utilitit1. FPL is located io tbt Southeast &Ad, btc:IIIM o( ill aeoaraphic&l location. 
p.archasa rnid prlcnarily from rerUMriet iA lbe OuJI Cnut arta or tbt Cuibbun 

Tran.sportatioo ~~~ lllllit lbe cnarltat to thttt areu, altbouall it may be poaiblt 10 

p ick up dlurUM<S caraoet fro• other locatlollt oa 1M spot multat. OtMr ma1o' 

purchuen of rtsld froaa lhll Gulf Coast and Catibbtu llrt utilidu ie ' "' 
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Northeut eve to the additloa&l trtasporutloa coetl, howntr, utliiU. lo the 

Soutl.ea.st would be ualibly to purch&M raid rroat OOrtlla.attro rtrUMria. The 

Norchwt doa oot havt ldtquatt rerlAery ~lty to mttt the cUmud io that arn 
aad i.J, therefore, a Gil importer or ruid rrom tht Outr Cout aad rottlaa sup~litn . 
Therefore, the Nortbtut &Ad Southwt art sepuatt, but rtlattd, marlteta. 

FPL purch.,.. ruld Ia vtry tarat qwutltite, ~ttuaJiy lo barae or ship lou 

( 100,000 to 200,000 bttrelt or more). ro 1916, FPL purchued 2,,460,637 barreiJ or 

low-sulfur raid, tht majority or wbicb (61 perctot) wu uD<Mr medium-term (one

to two- yur) cootracta. ,..... rtmahwSar wu purch&Md oa tilt spot market. There 
are very few buyera or mid Ill 1M awktt who purch&M qi&Utitlel approachina the 

Ieveli consumed by FPL. Table I showa tilt relatlve alu or purclwet for the 

major consurruna utilities Ia the Southeut aDd lht NC'rthtut. Of the tO utilhia 
who had purclwu or mort we $00,000 barrett per month for the July !hrouah 

~ptember 1915 period, FPL b clearly the sinal• moet imporwn buyer in terms or 
siz.e. Only one of the other utlthles Is toc:.ted io tbt SouthtuL 

The IDtry rtqllittiDUtl (or stlltra ia tllia lll&tltl1 art lllbiWUiaJ. Sellen 
must be capable or mHtiq aJ1 ol tiM utlllty'l speclllcatio• iocludina quaatity aad 
qual ity (for example, mulmua slll!ur, ull IDd wtttf coattat). Supplltra must either 

reno• or aacbtr &Ad bltlld caraoee rrom Aflaeria to marltttablt speciriCitioiU. 

,..... cephal rtqlllttiDtata uaoclattd with b11lldlaa or buyiaa a renaery art 
certaioly sublwtlal. Aoother viable optloo for tatty IJito thb marktt wo111d be u 
a reuller. blender or trader. All of theM particl~tioo IIYWb woukl requu e • 
f inaoc i&l position ia the oil to be JOid. At tbil ltV'tl, tilt tntrUt would p thtr 

caraoa from rennera or other tnden and bltlld (II requ ired) to marketable 
speciratlons. The primary (aciUtla requirement would be ltOf'lle IIJllts to hold o•l 
fo r resale or to blend ceraotl. AuumiDI the eotraat lottnda to sell to utilit itJ, 
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cht mloimuaa purchiM qiWitlty would be approum.attly 100,000 to 110,000 barrels. 

This w.>uld reptatll ODI bttat lot. It Ia pouiblt 10 ltaae tuk.l wllb aaharort for 
blendiaa. Tht mott nuiblt approech would be to lnal a 250,000 bar1111 Wlk.. This 
would ac~aunodatt two barat loeda M o.. medluaa capec:lty vuael. Tht cou for 
250,000 bttrtls or lt:ued ttof'llt would be ape)ro.timattly SO.OI per ~rtl per day or 
SO.JO per barrel per month. Total tuk cost (wumina full utillution) would he 
approximately $75,000 per IIHilltJI. 

Tht prospective rtNtltr wouLd abo oted to havt opeo llott o( credir ro 
noaa~ oil purclwel uotll s-yaMDt wu rccelvtd froaa tbe cuatoaMr. Auumiaa tht 
tllii'Ut lottndtd tO IDOVI I aUoi!IIUII O( 1,000,000 ~lit per mocuh, it would ~ 
necessary to riaaoct approdmattly SIS,OOO,OOO for JS to 40 days. 

Ahhouah the currtot bttrltra to tatty Jato thb 111.11ket u a renner or 
rnelltr art subttantlal, <MY would be tvtl lllaher ucepc rhat the deprttnli state 
or tht oil lndu.suy hu created surpl~a~ 111noery apeciry aDd iDCraued the stol'1ae 
lt!Oit apaciry available for ltue. The eott or theM racllitlet will incruu as the 
oil iadu.suy improves aocl the Clllftlt autl)lut availability d.imlais•. Thu.s, ic is 
reuoaablt to aaticipete that l'uNtt tatty collclltlou will be ~. rather thaD leu. 
rescrictivw. 

A uw compuy could aJio eater tM lll&rbt • a broker MUIIIa small 
cuao loti to lltllJU.. la tkil ~. till broker would eot liiW to takt a nuaciaJ 
pcnitloo wlt.b the product a.ocl would ac:t • 1 mlddJtmaa ~rw.a refiMn aad/or 
res.ellen aad custoa»n. n-t primary baniu to tatty at cllb level would be the 
ote<l to 1\aYI ettablishtcl COaiiiCU wit.b rt0Mn, ll'ldtn aDd potllllitl Cll.ltOmcn 
normally acclvt ia the market. Howtvtr, thb may cot be 1 very vitblt approach if 
ao enterina company upecu to make utillcy sala. For tumplt, FPL has informtd 
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CDt that they ate hait:Ut to dill will a broker wbo does DOC actually bold titlt to 

11\t oil beiDI SOld U thiJ would be CODJidtrtd I hi&h•tilk IOUICI. 

Table 2 PttMDII a lilt of cu-rtntly active firm capable of supplyinr 

reaid to tht soulhtasttro utility CDUktt oo a cootnct balil. llliJ lilt rtpreseou 

tht firm prueotJy c:apablt O( supplyia& tilt IOUII\tUttro Utllity autktt. Somt of 

thtst firm also supply rHid 10 the Ntktt io the Nottbtut. lllt litt of potential 

totluact suppUtn lc> FPL il soCDtwhat sborter. For tumplt, becaUJt of tht low

sul(ur requlrtmtot, Laaoveo 5.A. It aoc a pteMat supplloer 10 FPL. but could supply 

othtr arn utilities with lua rHulcclvt sulfur speclrlcatloBt. LIIOVtO reflnu 

Vene:rutlao crude oil wblch "" a hi&b-sullur coottot. Otllen, svcta as S.raeaot 011 

and Ciu Cornpeoy aDd Torco OU Compuy, Mll primarily 10 U.S. Oulf Coast 

reselltn, but could supply utllltiee that bavt tbtlr oWlS triJUportatlon and buy io 

su!racitotly tara• quaolltitt. Ia ill last request ror blda to ~UI)C)I)' raquirtmcnrs for 

1917 and/or 1911, FPL received 12 proi)OJIII. Under circuoutanca where only ll to 

lO firi'DJ corupell for saJa i.D a CDUUI domlAated by e few lara• purchue11. uc:h 

fit111 wiU be coocertlld witll 1M ICtJoM or pottotlal rtacUoDJ o( ill rivaiJ. Tht 

lou or a larat sale, tvctl u u F1'l. coatllet, would uodoubttdly have a ~lani(ic:ant 

effect oo tilt market tbatl of tllat f1ra. 

Some rtltMn or teMllln, tllovp DOC ordlaarUy ~ble of or willint to 
COIIIIIIil the rtiOIU"CCI HC_,II'Y 10 meet UtiUty rpecitlcltloot ID order 10 C:OIIIptlt in 

Lhe C:ODti'IICt IIIAIUt for loW•IUJflt taid, Ill.&)' be I)OIIDtiaJ SI)OC catkct supplicn. 

Table 3 lisll nnzu lA thla CIIIIOr)'. 11la number or nrm~ lo Lhla Cllttory is also 
small cnouab that !My 111\Ut be awan or aGd cooskStr Lht prlcts oUtrtd t:;- the 

othtn lo their ct.c:isloDrnaklna procesa. 

The primary cllartc:terlnlc which dlJtlnauithH ollaooollltk marhta ia ell• 
interdepeodenet o( the MUtts ia tht IIW'kct. Cleatly, ia view or tl'e relatively 
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small aumber ot Mllen, the rutrlctlollS oa eatry ud the small aumber ot lara• 
buyen, the bida a.od prlca ofttre4 by oae fuel oU supplioer will havt u effect oo 
che pricina policy aAd tbe quetlcy sold by 1M remaioioa tellen. A firm withina co 
sell resid to FPL ia thb market uuot i&liOrt the actioDJ or pricioe dtciJioDJ or 
other lirau ud r~lllbly upect to profit ia the lona tara. 

a. [((ut tf Qhdmm 

lo Stctioo Ill, tbt ro&. or dbcloeure aod the fKton conducive to p. ict· 
cuttina iA oliaopolbtic iodwuiea wu dilcv.ued. The aulysia iodlcat• that che 
facton which facilitate steret dilc:411ntlna 111 allo prutot lo the soutntutern 
market for ruid. At dbcUSMd, there "' currtDtly ll to 20 nmu capable or 
supplyina raid io thb market. Raelltn or broken wW have dlfftrtDI cost 
structures tllao reliotra. Tbt oil iodldtry it typic:ally cl&aif'ioed u a hip ovtrhud 
cost indwtry. Contract~ for resld art laraa aAd lnlrequeaL The probai)le ntt aains 
from dlscountlna art aruter where ordtn lUI lata• and infrequent. lo tllt absenct 
oC public dbcloturt, prlct coDCUiioDJ c:ould rusonably ba upecctd co rtm11in secr•t 
for ac lnu oot tO twO yun uDder 1 loD&·tltm c:oamct. ADd liaally, 1M upeccfd 
aaiDJ to ucdtrcuttiol the iachutty price eo a aa,... buyer a~acll 11 P?l. would be 
lara• if secrecy covJd be uau!Md. All o( ~ market chllktarilda which arc 
pr ... ot iD tM JOUtMutan rttki IDUktt IN ~Ddlacivt to the IJ"Utitll .;,( prace 
coo«aloas. A IJ.a.ltiaa fect.or, howavtr, aaay be dbc:loeue or the lack or sacrtcy 
since 9rict c:oecualo• to a aiaaulat tara• b11yer ~~aca u F?L C:0111d cneao • 
sianirica.ot loa ot salta lor t.ht remaloloa Mlltn. 

Tbt IAIJ)'Ib ol l1lt fiMI 'cnuktt Ia which FPL competes iodicalta chu 
sellen have a ttrona ineeotlvt co arut prlca cooctuiou, b11t art mott liktly co 
arant them ollly if secrecy can ba wurtd. 
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V. CONCLUSION 

l'l\eory predlcta tllat 10 tM tlttllt (u.J 1111)91111 ud Mrvleee are 
purchased Ia oiiiQPOii.atlc cullett, public dbcao.urt ot detalkd prlclna lnrorasacloa 
will areatly limit opportualtlee ror MCrtt pr~ concualou. 1'1111 theory Ia tveo 
tlf()ftJtr wbea IP911t4 10 I lattt buyw Ia r.latJoa to 1M IIU ot 1M IDIIbt. My 
aoalyala o( 1M actl&ll marktt lacUcaca that FPt. II a wry lara• buyer purclwina 
rual oil ia 11 oliaopolbtlc market wlltrt iaterd.;>e~aca Ia a key chancteri.atlc. It 
(ollowt that 1M tapecced C44MQIHDCI ot .,.. .. , dbcao.\lte ot 1M dttalls or futl 
treosac:tloDJ il fewer l)flct coDCaaloDJ. Price co~Lou la fiHI coatracts rault 
ia lower owr11J eltcttklty cott 10 ratepayeR. COOMQMatly, public: dltcloture ~ 
likely 10 bt detrimeatll to FPL aad Ita rlttpayert. 

C. g, W\ cJ\ aY"l__ 
PAMILA I. CAMUOH 

Swore btf'ote .. ~ 't~ day ot Ma.rcll, 1911 Ia 1M Dbtrict o( Columbia. 

NOTARY PUILIC 

My commiulon uplra,;kpf d~ /'i ~1 
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NOITHIASTEIN AND SOt!THUSTIIH 
tJTIUTIES CONSUMIHC AIPIOXIMATILY 

500,000 IAJIRILS PLUS PITIOLlUM Pll MONTH 

Number ol 
O.Uvtry lam II 

l.llilil~lMIIDib lgla£1 Srara tlla:buaS 
(I) (2) (3) 

Florida Power aod Lltht 
Company 

July I Florida 2,920,000 AU lUll 9 Florida 1,011,000 September 9 Ploridl 1 z~ ooo 
5,302,000 

Canal Electric Compeny 
July MaiAciiUMttl 161,000 Auau.u Muacbaettl I,Q2J ooo 

1,96),000 

Central Hudson Ou and 
Electric Company 

July 2 Naw Yodt 902,000 AUIIUI 2 New Yoltt 1,012,000 September 2 New Yort: SlZ ooo 
2.~.000 

CommonwnJt.h Ediloa OHDpuy 
July • Dlluia 547,700 

Connecticut Llpt aad Poww 
Compeny 

AUIIdt ) Coa~t 696,000 

Consolidttad Edboa COat:May ol 
New York 

July 9 Naw York 1,220.000 
AUIIUt 9 New York 141,000 
Septtmber I Naw York I IUS ooo 

),10.000 

nera-

IAILI& 
Pttt I tf 1 

Averaaa 
Sulfur 

CQDIIDI 
(Percent ) 

(4) 

0.13, 
o.u 
0.11 

2.0) 
2.09 

l.ll 
I ) I 
Ill 

06, 

0.99 

0.29 
0.29 
0.26 



NOITHIASTIIN AND SOUTHIASTIIN 
trm.miS CONSUMING APPIOXIMAnLY 500,000 IAIIILS PLUS PlnOLIUM Pll MONTH 

Jwlr throua• S.pte•btr 1915 

Number o( 
Delivery Barrell 1.llili&xlMgosb ~laD Sllll bt.;bu.d 

(I) (2) (3) 

Florida Power Cofl)OratioD 
July 7 Florida no.soo Septen1ber 1 Florkta ~~.2Qil 

1,37•.~ 

lona uland Liahtioa ComJ)IDy 
July • NtwY~ 1,.99,000 Auauat • Naw Vorl: 1,636,000 September 4 Naw York lla~ 

• .007,000 
New Enaland Power Comp&Jiy 

July 2 MUIIChUNtiJ S91,000 September l MUMChu.Mtcl ~l~ 
1.234,000 

PeaD.Sylvania Power IJKI Llallt 
Compuy 

July 6 hODtYivuJa $06,000 Auauat 6 PaauyiYIAla 1,393,000 Stpttmber 6 Ptauylvuia 6gz,ggg 
2,$06,000 

TOTAL 2l,976,100 

TAILI! 
•••• 2 ., 1 

AVIrtll 
Sulfur 

t:QDIIDl 
(Percanr) 

<•> 

1.2S' 
1.14 

220 
2.20 
2.30 

ISO 
2.0. 

0.91 
0.19 
0.19 

Source: U.S. Dtpattm~ot o( Eoeray, Eneray fDionnatioa AdmiJiiltratioo, Elccrru: Poor Ouarter!Y. Table 14, Third Quarter 1915. 

nera· 



POTINTIAL SOUTHIAST l!.SID SUPPLIIIS 
LONC-TIIM CONTRACt'S 

Looa-Term 
TruspOttatioa As:siu S:am;aax BIDDIE (Owlt Ql Will) 

( I) (2) 
Amerada Htta Corporatioa Yea Y• Amoco Oil Compuy Yea Y• Apu 011 Compaay No Y• B. P. Nonh Amtrk:a No Yea Btk:ber Oil Compuy No Y• CIWieoatr Petrot.um (USA), Inc. No No Cbtvroo lattroationaJ OU Compuy No Ytl Clartodoa Markttlna, lac. No No Eucero Subolrd Peuot.uiD Company No No Global Ptlloltum Corporatioa No No Hill Pttroltum Compuy Y• No Koch Futlt, IDe. Y• No Laaoven S.A. Ytl Y• New Enalan<l Ptttoltum Com~y No No Ptllobru (Brull) Y• Y• Phibro Distributors CoJ'poratioa No No Scallop Pttroltum Compuy No Y• Straeaot Oil and Ou Compeay, lac. No No Stiooa tottroil. lac. No No Sua Oil TradiAa Compuy Y• No Tauber OU Compuy No No Torco 011 Compuy Nc No 

TAILI: t 

Curreor or 
Prev'o"' 

~waali1' AI EEL. 
(3) 

Yea 
No 
Y• 
Y• 
Y• (current) 
No 
No 
No 
No 
No 
No 
No 
No 
Y• 
No 
No 
Ya (current) 
Y• 
Y• (e~~rruc) 
No 
Nc. 
No 

Source Dlta provlcMd by Florida Power ud Llalu Cocnpuy. 

n era 



TAILI l 

POTINTJA.L SOUTHIAST IISID SUPPLIIIS 
SPOT MAIKlT 

Aclivt Ccmany 

Amerada H•u Corpor&lioo 
Amoco Oil Compuy 
Apu Oil Compuy 
B.P. North AIDtrka 
Belchtr Oil Compeny 
Cballeoaet Pettoleus (USA). lac. 
Olevroo lnterudollll OlJ Compuy, fnc. 
ctsrucSoo Mukttina. IDC. 
£utero Sttboud Petroleum Compaoy 
Hill Peuollum Compuy 
Koc:h Fueb, loc. 
Laaoveo S.A. 
New Enalaad Petroleum Co111peoy 
Phlbro Dlttributon Corporatioa 
Snllop Petroltum Compeoy 
S.raeaot Oil aDd Ciu Company, Inc. 
Tauber Oil Compuy 
TraDSworld Oil (USA), Inc. 

RtOntr 
(I) 

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

Lona· Term 
Traruporlltion 
COwo or LQJtl 

(2) 

Yn 
Yn 
Yn 
Yn 
Yts 
No 
Ytt 
No 
No 
No 
No 
Ytt 
No 
No 
Yn 
No 
No 
No 

Soun::« Data provlcMcl by Florida Power aDd Llafu Compuy, 

n e r B' 



AlTACtiMENT E 

BEFORE THE 

STATE OF FLORIDA) u 
COUNTY OF DADE ) 

FLORIDA PUBU C SERVICE COMMISSION 

AFFIDAVIT 
Dooktt No. HOOOt<l 

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

by me. sa1d and testthed: 

My name is Eugane Ungar; my bus111ess address Is 9250 W Flagler Street. Miami. Flotlda 33174. 

1 am employed by Florida Power & Light Company ("FPL") as a Forecasting Specloist In the Bus1ness 

Systems Department. I receaved a Bachelo(s Degree 1n ChemiCal EnganHrlng I rom Cornel Untvoralty In 

1972. In 1974, 1 received a Maste(s Degree In Business Administration lrom tho University or Chicago. 

From 1974 to 1984, 1 was employed by Mobil Oil Corporation where I served as a Santor Stall 

Coordmator and Supervisor tr. tho Corporate Supply & Olstrlbullon Department. and the Worldwide Relining 

and Marketing Division's Strategic Supply Planning and Controle(s Dapanmantt In pos1t10ns ollncreaslng 

rospons1bohty 

In January or 1985, I joined FPL as a Senior Fuel Engineer end was responstblu lor the luet pnco 

forocasung and fuel·related planning proJect~. 

In Janu'lry or 1988. I was g1von the added responslbdlty for being To am Leader lor FPL's Foret.~st 

Rovlow Ooard Task Team. 

In September or 1988, I was namod Principal Engineer. 

In June of 1989. I was given the added responsibility for the Regulalory ServiCes Group In the Fuel 

Resources Department. 

In July or 1991. 1 was named Pnnclpal Fuel,'\nalyst 

In O::tober of 1993 I was named Forecasting Specfakst 

I have rovaowod tho ollldavlt of Or. Pomela J. Cameron. datod March 4, 1987 The concl!t10ns cued 

111 Or. Cameron's aHidavlt, that led to her conclusion that tho market In which FPL buys fuel oil Ia 

ollgopolistlc, are still true today. Tho reasons for this are as fonows: 

A. Table 1 attached hereto IS an updated version ol Or Cameron's Table 1 showing the relative 

SilO ot rosldudt fuat on purchases lor the major corsumong ultltlles >n the Southeast and the 
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Northeast. 01 the 4 ulilltlos who had resklualtuet oil purchases of more than 6 milliOn Larrels 

In 1993. FPL Is clearly tho single largest buyer, espoclaUy In the Southeast 

8 Table 2 attached hereto Is an updated version ol Dr. Cameron's Table 2 (Conl:::ct Suppkers) 

and Table 3 (Spot Markat Suppkors). ltlde'ltilles those firms currently capablo of supplyrng 

residual fuel Oil to the Southeastern uld•ty market on a contract or spot basts C.rcumstances 

today do not requira a d.tlerantlahon of sapplie!5 between the GOntract lind spot (one delrvary 

contract) markets. Sance soma of tllese suppkers cannot alwaya mHt FPL's suftur 

,pecilicet10ns. the liSt of potential contract supplers to FPL 11 somewhat shOrter In 1986, there 

were 23 potenhattuet oil suppkers to FPL: In 1994. there are currently 28 potenha ~ fuel 011 

suppHers. In its current ro.quest tor bids to supply a portion ot FPL'atuot oil requtremorHs under 

contract lor the 1993 through t995 period. FPL received 5 proposalt . Under orcumstances 

whore only 25 to 30 firms compete for sales In a market dominated by a law largo purchasers. 

each firm (supp~er) will be concerned wt:h tho aellons or potent tal reactiOns ot •ts nvats 

The Information shown In columns P and 0 of tho <t22·t(a) report Includes 1ntorma11on on tho 

tormlnakng and transportation markets and the fuel oi volume and quakty InspectiOn market In 1987. FPL 

was only able to ftnd olght quaillod parties with an Interest In bidding termlna~ng and transportation 

serv1ces. Olthesa. lour responded with tranrportaUon proposals ano SIX with tormtndng proponls. Due 

to the smo• demand In Florida lor t.oth of thall services. market entry ts dllflcuh. Connquantly. disclosure 

ot thts contract data ts reasonably t.'lcely to result In ancreased pnce~ lor tarm•n•~•lO and transponauon 

SOrvtCeS. 

Petroleum InspectiOn IIIVIC8S also have the market dlllactarlshcs of an olgop')ly. Oua to tna 

l•mtted number of tuet tartrllnal operatiOns. thara are corresponc:Mgty taw raqwementl tor luol anspoct10n 

services. In FPL's last IJjddlng process tor petroleum Inspection services 1n 1991. only ftva quaklted bidders 

woro lound tor FPL'a bid solicitations Consoquontly. dJsclosure of tho contractual Information (l.o • p11ccs. 

torms ond conditions} of these sorvtcas would have ;he same nagotlvo otfact on FPL'a ablltiY to contract 

lor such services as would the chclosura ot FPL's prices lor residual (No 8) tuat oil ctllhnoated In Dr 

Cameron's atftd4vtt. That Ia, pura••ant to aconnmiC tcoeory. disclosure ot pucang tnlormatton by a buyer tn 
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an ollgopoltstlc market l$likety to resuh In a wtthdrawaJ of price concessions to that buyer, thoreby Impairing 

the buyer's ability to negollata contracts In the future. 

The adverso affect of making Information of 1his natura available to suppUers Is evidenced by tho 

oil Industry's reaction to p;~bUcellon ot FERC form 423. That form discloses a delivered praca of fuel oil. 

Because ot lhe lmponance otthls Information to fuel suppHers. several services arose which compiled and 

sold this lnlormation to suppliers tMI era only too willing to pay. We expect that a similar ·oouage 

Industry" would develop lithe FPSC 423·1 (a) or 423·1 (b) data wore made pubtic. Thetelora. the publlcallon 

of this lnfo;matlon will be made readily avallablo to tho fuel &uppHers, and this will uhlmataly act as a 

detriment to FPL's ratepayers. 

The Information which FPL sG11ks to protect from disclosure Is contractual data that Is ttaa1ed by 

FPL as proprietary conlldonttat business Information. Access within tho company to this Information is 

restnctod. This information r.as not, to the best of my knowledge, bean disclosed elseWhere. Funharmore. 

pursuant to FPL's tuat contracts. FPL ts obligated to use au reasonable ellorts to maintain the contldantlakty 

ot tho antormatlon idantaOad as confidential In Attachments A and C of FPL's Request lor Specified 

Confidential Classtllcallon. 

The pricing In! ormation appearing on FPL's Form 423·1 (a) or 423·t {b) lor which confidential 

classification Is sought should remaln contldenthl tor the time poriod tho contract Is In e!tact. piUs six 

months. Disclosure of pricing Information during the contract porlod or prior to the negotiation of a new 

c.or.lract Is reasonably likely to Impair FPL's abllaty to negotiate futuro contracts as described abOva. 

FPL typlcaby negotiates new rosldval {No. 6) fuel oil contracts and tuet related sarvl.:os con tracts 

prior to tl'le and ot existing contracts. However, on C>ccaston soma contract negotiations 8/e not t1natlzod 

until after the end of the contract period ol existing conlracts. In those Instances, the now contracts are 

typically nogouated w1thln tho next s1x months. Consaquenlly,llls necessary to malntaan tho coniJdenllabty 

ot the lntormatlon Identified as confidential on FPL's Form 423·1 (a) or 423·t (b) lor six months altar the end 

ot the Individual contract petlod the Information relate• to. 

With reapectto reslduat1No. 6) fuel oil price Information on tho Form 423·1(8) or 423·1(b) tor ott 

thot was not purchased pursuant ::> an already existing contract. ond tho terms or the agreement unt.tor 
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wtlch sucn fuel Oil Is purchased ore lu~llled upon dakvory, FPL requests tho puce Information ldenlihed as 

conlldenual In Atlachments A ar•d C of FPL's RtQuasl for Specllied Confldontllt Class1hcallon be kept 

conhdenual lor a poriod of six months ofler the dehvery. She months IS lhe mtnlmum am11unt of umo 

necessary for confldantiality of these types of purchases to oUow FP L 10 uultzo Ita mar!(Of presence 1n 

gaining price concessions during seasonal tlucluarlons In 1he demand tor residual (No 6) tuel 011 

D•sciO~ure of this information any sooner tha.n SIX months attar completiOn of the uansactoon 15 reasonably 

likely to tmpa•r FPL's abtk1y to negotiate such purchases. 

In summary. It IS my opinion that the conditions cited by Or Cameron In ner 11H1davrt ore suit valid. 

and thai the markets In which FPL buys fuel oil, and fuel oil ralaled servlce11, era ollgopoltshc 

In addition. this aflldavllls In support ol FPL's ReQuest for Confidential Ctasstllcauon ot No.2 fuel 

o11 price mtormatlon found on FPL'a Form 423·1 (a). The No.2 tuol olllntormatlon ldant1fled on Auact.menrs 

A and C In FPL's AeQueal for Confidential Classification Is propnetruy confidential bUsiness rnformahon as 

thatlorm Is de lined 10 §366.093, F .S As such. disclOsure of thiS contractual dala would 1moa•r FPL's e.r.ty 

to conlract IOf No. 2 fuel od on favorable rerms in lhe future. 

No. 2 fuel o1l1s purchased through a bldd1ng process Allhe reQuest ot the No 2 ruel 011 supplors. 

FPL nas agreed 10 nor pub~cly dtscloso any supplier's bid. This non·dlsclosure agreemonl p•otects both 

FPL's ratepayers, and lha bidding suppUors. As to FPL's ratepayors.. tho non public blddmg procadura 

provides FPL w1th a greallr variation In lhe range ot bids that would otherw11o not be avatlabto 11 the ~Jjds, 

or lha w1nning bid by nseH, were pubhcty disclosed Wllh public dtsclosuro of the No.2 fuel 011 pnces found 

on FPL's Form 423·1(a), tho btds would n:mow 10 a closer range around lha last winning btd eknunahng 

lhe possbhty that one supplier might, based on his economiC s•tualoon, come tn substanhaly lower than 

tho other suppl•ers Nondisclosure llki'NISI protects lhe supploers from ~vulgtng any oconom.c advantage 

thet suppher may have thet the olhers nave not drscovered 

Tho No. 2 fuel ott pricing Information eppoarlng on FPL's Form 423·1 (o), lor which confidential 

ctasslltcatlon Is sough! snould remain conlldentlal lor tne rime ported lha conrract 11 In afloct. plus site 

months. Disclosure ot pricing tntormaroon dunng the con1ract period or pr1or to lhe negoliatton of a new 

contract IS reasonably likely to Impair c:pl·a a.blhtv to negotiate future contracts as daacnbed above. 
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FPL typlcaUy negotiates lis No 2 fuel oil contracts pnor to the end of such contracts. However on 

occas1on some contracts are not negotiated unhl alter ll'a end of the current conlfact period. In thoso 

tnstances the contracts are typlcaly renegotiated Within alx months Consequently. It Is necanll)' to 

m(llntaln the confident!Jfity of the Information ldenti'lied as confidential on FPL's Form 423· t (I) for six 

months alter the end of the indiVIdual contract penod the InformatiOn relates to Disclosure of thJs 

Information any sooner than six months alter completion of the transaction Is reasonably likely to 1mpalr 

FPL s abthty to negotiate such contracts 

Further affiant sayelll naught. 

State ol Flonda 

County of Dade 

) 
) ss 
) 

Eug o Ungar 

The foregoing Instrument was acknowledged before me this 13 day of March. 1996 In Dade 
County. Flonda by Eugene Ungar, who Is personaUy known to mo and who did take an oath. 

Serial NurnbtT' JANaT AN0.-11 
i f, COMMISSION t CC 37300& 

\) 
EXPIAESJUN 27\1888 

~Jf IIOHOIO IH~I 
Of l <(jl' AI 'A>ITIC I\ONDI'IO CO., INC Notary 

Public Tille 
_..;.....;.. 



Source· 

TABLE 1 

NORTHEAS1ERH AND SOUTHEASTERN 
ununES PUUCHASING APPROXIMATELY 

6 MIWON BARRELS PLUS PETROLEUM IN 18t3 

Utlly{fl!oRtl 

Flonda Power & Ught 
Compatty 

Canal Electric Company 

Florrda Power Corporatoon 

Long Island Ughhng 
Company 

Aw,.ge 
Sutf\.r 

State DIIIIbl Coru~ 
(0~0) (Percent) 

Ftonda 37.902 1 57 

Massachusetts 7,688 1.5.C 

Flonda 10,786 185 

New York 9,747 090 

U.S Depa'1menr ol Energy Energy InformatiOn 
AdminlstrellOn, E!octoc Pgwor MgOfblv Age!! 1394,Tabl0 
65. 



TABU: 2 

POTENT1AL SOUTHEAST RESID SUPPUERS 

Acl!ya Cgmpany 

Amerada Hess Corp. 
BP North Amenca 
Chevron International 011 Co 
C lareodon Mar1<etlng, Inc. 
ClaMt 011 Tradang Company 
Coastal Fuels Matl<ehng. Inc. 
En)8t lnc. 
Global Petroleum Company 
lntemor Trade, Inc. (Brazil) 
John W. Slone 011 Oisl. 
Koch Fuels 
Kerr McGee 
Las Energy Corp. 
LyondaU Petrochemical C:l. 
MetaDegellschalt Corp 
Northeast Petroleum 
Potrobras 
Petrolea 
Phtbro Energy Inc. 
Rio Energy lntt~matJOnal 

Stowan Petroleum Corp. 
Stlnnes tnteroll, Inc. 
Sun Otl Trading Company 
Tauber 011 Company 
Texaco 
Tosco 011 Company 
Transworld 011 USA 
Trlntoc 
Vl tol 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 
SuppWer ol FPL 

ContracVSpgt 

YES/YES 
YESIYES 
NOIYES 
YES/YES 
NOIYES 
YES/YES 
YESIYES 
NOIYES 
NO/NO 
NO/NO 
NOIYES 
NOIYES 
NO/YES 
NO/NO 
NO/NO 
NO/NO 
NC'INO 
NOIYES 
NOIYES 
YEStYES 
NOINO 
YESIYES 
NO/NO 
NOIYES 
NOIYES 
NOIYES 
NO/NO 
NO/NO 
NO/YES 

Scuce: Data pi'OIIt»d by f lorid8 POMr & l.Ql1l Corr'4»>IY (Huett I, 1996) 

Hot.: I) Thb ahM _..,., u the lbt for~ c:ortnct ancl spot ...,.,n.n (Ta.bt.16 f.W. l ) 



CERTIFICATE OF Sl::RVICE 

1 HEREBY CERTIFY that a true and correct copy of Florida Power & Light 
Company's "Request for Confidential Classification of Certain Information Reported on 
the Commission's Form 423-1(a)" for January 1996 was forwarded to the Florida Public 
Servica Commission via Airborne Express, and copies of the Request for Confidential 
Classification without Attachment A were mailed to the Individuals listed below, all on this 
15th day of Marc..,, 1996. 

Bob Elias, Chief 
Bureau of Electric & Gas 
Division of Legal Services 
Flonda Public Service Commission 
Gerald L Gunter Building - Third Floor 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399-0850 

John W. McWhirter, Jr., Esquire 
Joseph A. McGlothlin, Esquire 
Mc\Mlirter, Reeves, McGlothlin, 

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

G Edison Holland, Esquire 
Beg{;s & Lane 
P.O Box 12950 
Pensacola, FL 32576 

Major Gary A. Enders, USAF 
HO USAFIUL T, STOP 21 
Ty"dell AFB, FL 32403-6001 

RobertS Ooldman, Esquire 
Vid<ers, Caparello, French & Madsen 
P 0 Box Drawer 1876 
Tallahassee, FL 32302 

Occ!dental Chemical Corporation 
Energy Group 
P.O. Box 809050 
Dallas, TX 75380·9050 

Jed< Shreve, Esquire 
Robert Langford, Esquire 
Office of Public Counsel 
624 Fuller warren Building 
202 Blount Street 
Tallahassee, FL 32301 

Lee L Wills, Esquire 
James D Beasley, Esqwe 
Ausley, McMullen, McGehee, 

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

Lee G. Schmudde, Esquire 
Reedy Creek Utilities. Inc. 
P.O. Box 40 
Lake Buena Vista, FL 32830 

James A McGee, Esquire 
P.O. Box 14042 
St Petersburg, FL 33733 



Zon G Feri<ln, Esquire 
Sutherland, A$blll & Brennan 
1275 Pennsylvania Avenue, N W 
8th Floor 
Washington, DC 20004 

, ..,.~. j..H(:ICD. ..... 

Josephine Howard Stafford 
Assistant City Attorney 
315 East Kennedy Boulavard 
Tampa, FL 33615 

~~ 
David L Smith -.:s 




