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~IRDORNE EXPRESS 

July 14, 1995 

Ms . Blanca s . Bayo, Di rector 
Division of Records and Reporting 
Florida Public Service Commission 
Be ty Easley Confe rence Center 
2540 Shumard Oak Boulevard 
Tallahassee, FL 32399- 0850 

Re : Docket No. 950001-EI 

Dear t1s . Bayo : 

. ' ... 
. ''"~ COP I 

Enc l osed for filing with the Commission in Docket No. 950001 - El iltc 

the o ri<p nal and fifteen copies of FPL' s Request fvr Confidentl1l 
Classification o f Certa i n Information Reported on the Commis~1on ' •. 

Fo r m ~23 -1(d ) for th..J month of May 1995. The origtn.ll 1:: 
accompa nied by Attach ments A, B, C, D and E. Please not e th.o 
At tachment A 1s an unedited Form 42 3-1 (a) and therefore need 5 to bQ 
treated as confidential . The fifteen copies arc a ccompa n1cd by 
Attachments B, c , D and ~ . 

If you have any questions regarding this transm i ttal o r the­
information filed herewith, you may contact me at ( 305) 5~2-J~70· 
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•'" fPl Group company 

Ve r y truly yourK , 

~~ 
Senior ;,ttorncy 
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BBFOR.I 'l'HJI 

FLORIDA PUBLIC SBllVICB COIOa8SIOll 

In r e : Fuel ana Purch~~ed Power 
Cost Recovery Clause and Generating 
Pe r forma nce Incentive Factor 

) 
) 
) ________________________________ ) 

Docket No . 950001- EI 

RBQUIIBT FOR COJIJ'IOml'fiAL 
CLASSIFICATIOll OF c•Rrazw I..aax&TION 

RBPORTBD o• TBB COXKI88I0.1 8 l'ORX 423-l(a) 

Purs uant to §366 . 093, F.S . (1993) and Rule 25-22.006, Flo r ida 

Administrative Code, Florida Power t. Light Company {"FPL" ) he r eby 

files with the Florida Public Service ColiiJDission {"Commission" ) 

t his "Request for Confidential Classification" {"Reques t" ) of 

cert ai n informa tion reported on FPL's Hay 1995 423 - l(a) Fuel Report 

as delineated below. I n support of this Request, FPL s tates : 

1 . FPL s eeks c lassification of tho information s pec i f i ed as 

p r oprietary confidential bus iness information pursuant t o § J 66 . 09 3 , 

F . S . (1993 ) which provides in pertinent part, as f ol lows : 

(1) * * * Upon requeBt of the publ ic utility o r 
othe r person, any records received by the commiss i on 
wh ich are s hown and found by the c ommiss i on t o be 
proprietary c onfidenti al business information s ha l l be 
kept confi dential and shall be exe•pt from s . 119 . 07(1 ) . 

* * * 
(3) * * * Proprietary confidential bus i ness informatic n 

i ncludes, but is not liaited to: 

• * * 
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, 
(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 r equired to weigh the merits of 

public disclosure rela·tive to the interests of utility customers . 

The issue presented to the Commission , by t h is FPL Request , is 

Wlethe r the information sought to be protected fits with in the 

statutory definitions of proprietary confidential bus iness 

information, as set :forth in §366 . 093, F.S . (1993). I f the 

information is found by the Commission to tit with i n the statutory 

definitions , then it should be c l assitied as confidentic.l, be 

treated in accordance with Rule 25-22.006, F.A.C. and be exempt 

f r om §119.07(1), F.S. (1993). 

3. To establish that material is proprietary confidential 

business i nformation under §366 . 093(3) (d), F . S . (199J), a utility 

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

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

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

Commission has previously recognized that this latter r oquireme nt 

does not necessitate the showing of actual impairment or the mo re 

demanding standard of actual adverse results; inst:ead, l t mus t 

simply be shown that disclosure is •reasonably likely" to impai r a 

utility's contrac ting tor goods or servico·o on favorable t e rms. 

See 87 FPSC 1:48, 50 and 52 , and 9' FPSC 10:87, 88 . 
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4. Attached t o t his Request and incorporated herein by 

reference are t he fol lowing d ocuments: 

Attachment A A copy of FPL's May 1995 Form 423-l(a) with the 
information for which FPL seeks confidential 
c lassification highlighted. This document is to be 
treated as confidential. 

Attachment B An edited copy of FPL's May 1'995 Form 423-l(a) with 
the informa tion for whic h FPL seeks confidential 
c lassification edited out. This document may be 
made public. 

Attachment c ;. line-by-line j ustification matrix identify ing 
each item on FPL's Fora 423-l (aj for wh ich 
confidential classification is sought , along with a 
written explanation demonstrating that the 
information is (1) contractual data, and (2) the 
d isclosure of which would impair the efforts of FPL 
to contract f or goods or services o n favorable 
terms. 

Attachment 0 An affidavit of or. Pamela Ca•t~ron. Dr . cameron's 
affidavit was previously filed with FPL ' s original 
"Reque&Jt tor Confidential Classification of Certain 
Information Reported on the Commission's Form 423-
l (a )" on March 5 , 1987 , in a predeceosor of this 
docket. It is refiled with this Request for the 
convenience of the Commission. Attachment E 
updates or. Cameron's affidavit. 

Attachment E An affidavit of Eugene Ungar. 

5. Paragraph 3 above identifies the two prongs of 

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

th is Request for confidential classification of the inf0rmation 

identi fied by Attachments A and C. Those two pro ngs are 

conclusively established by the facts presented in the affidavits 

appe nded hereto as Attachments 0 and E. First, the identified 

information is contractual data . Second , disclosure of the 

information is reasunably likely to impair FPL ' s ability to 
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contract for goods and services, as discussed in Attachments c, 0 

and E. 

6 . FPL seeks confidential classification of the per-barrel 

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

information, the per-barrel terminaling and transportation charges, 

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

Form 423-l(a) "Fuel Report as more specifically identified by 

Attac hments A and c. 

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

which 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 &arket in No. 6 fuel oil in the southeastern United 

States is an oligopolistic market. See Cameron and Ungar 

affidavits, Attachments D and E. In order to achieve the best 

contrac tcal prices and terms in an oligopolistic market, a buyer 

must not disclose price con~essions provided by any given supplier. 

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

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

not available to other buyers. Therefore, di:Jclosure of s uch 

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

reasonbbly likely to increase the price at which FPL can contract 

for No. 6 fuel oil in the future . Again see ca·meron and Ungar 

affidavits, Attachments 0 and E. 



s. The economic principles discussed in paragraph 7 above and 

or. Cameron ' s affidavit (Attachment D) are equally applicable to 

FPL ' s contractual data relating to terminaling and transportat ion 

charges, and petroleum i nspection services as described in Eugene 

Ungar's affidav i t, Attachment E. 

9. FPL requests that the Commission make two findings with 

r espec: to the No . 6 fuel oil i nformation identified as 

confidential i n Attachments C and 0: 

(a) That the No. 6 fuel oil data identified are contractual 
data. 

(b) That F'PL ' s ability to pr ocure No. 6 fuel oil , termina ling 
and transportation services, and petroleum inspec t ion 
sc rv ices is reasonably likely to be impaired by the 
disclos ure of the information identified because: 

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

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

10. The confident ial nature of the No. 2 fuel ci l 

information, id~ntified in Attachments A and cas confidentia l , is 

inherent i n the bidding process used to procure No. 2 fuel oil. 

Without confidential classification of the prices FPL pays for No . 

2 fuel oil, FPL is reasonably likely to experience a narrowing o f 

the bids o f feri ng No. 2 fuel oil. The range of bids is axpected to 

converge on the last reported public price, thereby reducing the 
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probability that one supplier will substantially underbid the other 

suppliers based upon that supplier's own economic situation. See 

Ungar affidavit, Attachment E. Consequently, disclosure is 

reasonably likely t o impair FPL's ability to negotiate future No. 

2 fuel oil contrac ts . 

11. FPL requests that the commission make two findings with 

res9ect to the No. 2 fuel oil information identified as 

confidential in Attachments A and C: 

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

(b) That FPL's ability to procure No . 2 fuel oil is 
reasonably likely to be impaired by the disclosure 
o f the information identified because t he b idding 
process through which FPL obtains No . 2 fuel oil is 
not reasonably expected to provi de the l owest bids 
possible if disclosure of the last wi nn i ng bid is, 
i n effect, made public through disclosur e of FPL's 
Form 42J-1(a). 

12. Additionally, FPL b e lieves the importance of t hese data 

to suppliers in the fue l market is demonstrated by the blossoming 

of publications whic h proviOe utility-reported tue1 data Crom FERC 

Form 4 23. The disclosure of the information sought to be protected 

herein may create a cottage industry of des ktop publishers ready to 

serve the market s herein identified. 

13 . FPL requests that the information for which FPL s eeks 

confidential classification not be declassified until the da tes 

specified in Attachme nt c. The time periods requested are 

necessa ry to allow FPL to utilize ita market presence in 
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negotiat i ng future c ontract s . Disclosure prior t o t he i dent i fied 

date of d ec l assi ficat ion would impair FPL ' s abil ity t o nego t ia t e 

future contracts . 

14. The ma teria l ide ntifie d as confidential in f o r maLi on in 

Attachments A a nd c i s i ntended to be and is treated by fPL a s 

priva t e , d nd has no t, t o the best of FPL ' s knowl edyu dllJ bu l iu f , 

o then i s e been publ icly disc l osed. 

WHEREFORE, FPL r espectfully reques ts that the Commission 

class ify a s conf i d e ntial i nformation the information i denti t i e d in 

Attachmen ts A a nd c a nd whic h appear s on fPL ' s unedite d Fo r m 423 -

I (a ) . 

Da ted J uly 14, 1995 

• : •• • r .. ~~ • 
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Respectfully s ubmi tted ..._ 

Senior Attorney 
Flo rida Power & 
9250 w. Flag l er 
Miami, Florida 
(305) 552- 392 4 
Florida .Ba r No . 

Light Company 
S t reet , r r•,J.; 
3317 4 

0 47) 499 



CBRTIPICATB OP SIRVICI 

I HEREBY CERTIPY that a true and correct copy of Florida Powe r 
& Light Company' s "Request for Confidential Classification of 
certain Information Reported on the Commission's Form 423-1 (a)" for 
May 1995 was fo rwa rded to the Florida Public Service Commi s oion v ia 
Airbor ne Expres s , and copies of the Request for Confidential 
Classification without Attac hment A were mailed to the indivi duals 
listed below, all on this 14th day of July, 1995 . 

Barbara A. Balzer 
Flor ida Public Service Commission 
10 1 Eas t •:aines Street 
Fletcher duil d i ng 
Tal l ahassee , fL 32399 

John w. McWh i rter, Jr., Esquire 
Joseph A. McGlothlin, Esquire 
Mc Wh irter, Reeves McGl othlin, 

Dav idson , etc . 
P . o. Box 3350 
Tampa , FL 33601- 3350 

G. Edison Ho l l and , Esquire 
Beggs & Lane 
P. 0. Box 12950 
Pensacola , FL 32576 

Major Gary A. Ende r s USAF 
HQ USAF/ULT, STOP 21 
Tyndall AFB, FL 324 03-6001 

Robert s . Go ldman , Es quire 
Vickers , Caparel l o, Fr ench & Madsen 
P. o. Box Drawer 1876 
Tal l ahassee , FL 32302 

Mr. Prentic e P. Pruitt 
Florida Public s ervice 
commission 
101 EGat Gaines Street 
Fletcher Building 
Tallahassee, FL 32399 

Jack Shreve, Esqui r e 
Robert Langford , Esquire 
Office ot Public Counsel 
624 Fuller Warren Build ing 
202 Blount street 
Tallahassee, FL 323 01 

Lee L. Wills, Esquire 
Jameo o. Beasley, Esqui r e 
Ausley , McMullen , McGehee 

Carothers & Proc t or 
P. o. Box 391 
Tallahassee, FL 32302 

Lee G. Schmudde , Es qu ire 
Reedy Creek Utilit ies, Inc . 
P. o. Box 40 
Lake Buena Vis ta, FL 32830 

James A. McGee, Esquire 
P . o. Box 1 404 2 
St. Peters burg , FL 33733 



zori G. Ferkin, Esquire 
sutherland, Asbill & Brennan 
1275 Pcnnsylv~nia Avenue, N.W. 
8th Floor 
Washington, D.C. 20004 

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

vt ~ I I J tl I~· 

Josephlne Howard S tatt ord 
Assistant City Attorney 
315 East Kennedy Ulvd . 
Tampa, FL 336 15 
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Justlflcatlon for Confidentiality for May, 1995 Report: 

FORM UNECS) 

423· 1 (a) 1 • 13 

423-1 (a) 1 • 13 

423·1 (a) 1 - 13 

423·1 (a) 1 . 13 

423-1(8) 1 • 13 

423·1 (a) 1 • 13 

423· 1 (a) 1 - 13 

423-1 (a) 1 • 13 

423·1 (a) 1 • 13 

423·1 (a) N/A 

ATTACHMENT C 

Docket No. 950001-EI 
June, 1995 

COLUMN RATIONALE 

H (1) 

(2) 

J (2). (3) 

K (:.!) 

L (2) 

M i 2\. (4) 

N (2). (5) 

p (6). (7) 

0 (6). (7) 

H, I, K, L, N, R (8) 

-· •• ••· · • ----- ------------- ----• -----------····--••• --------------RatJonale for eonflclontia llty: 

( 1) This tnformation is contractual information which, it made public, · would impair the 
t~ fforts 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 paid for No 
6 fuel oil per barrel for specific shipments from specific suppliers. Th1s information 
would allow suppliers to compare an Individual supplier's price with the market 
quote for that date of delivery and thereby determine the contract pricing formula 
between FPL and that supplier. 

Contract pricing formulas generally contain two components. which are: ( 1) a 
markup in the market quoted price for that day and (2) a transportation charge lor 
delivery at an FPL chosen port of delivery. Discounts and quality adjustment 
components of fuel price contract formulas ar~ discussed In paragraphs 3 and 4. 
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D1sclosure of the invoice price would allow suppliers to determine the contract 
price formula of their competitors. The knowledge of each otn'3rs' prices (1 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, effect1vely 
eliminating any opportunity for a major buyer, like FPL, to use its market presence 
to gain price concessions from any one supplier. The end result is reasonably 
likely to be increased No. 6 fuel oil prices and therefore increased electric rales. 
Please see Dr. Cameron's affidavit filed with FPL's Request for Confidential 
Classification which discusses the pricing tendencies of an oligopotislic market and 
the factual circumstances which Identify the No. 6 fuel oil market as an oligopclistic 
market in the Southeastern United States. As Dr. Cameron's affidavit discusses. 
price concessions in an ollgopolistic market will only be avauable when such 
concessions are kept confidential. Once the other suppliers learn of the pnce 
concessior. 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 1s 
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 of 
column H. That is, the publication of these columns together, or indepenclemly. 
could allow a supplier to derive the invoice price of oil. 

(3) Some FPL fuel contracts provide for an early payment Incentive in the form of a 
discount reduction in the invoice price. The existence and amount of such 
discount is confidential for the reasons stated In paragraph ( 1) relat.ive to pnce 
concessions. 

(4) For fuel that does not meet contract requirements, FPL may reject the sh1pment. 
or accept the shipment and apply a quality adjustment. This Is, in effect. a pricing 
term which Is as important as the price itself and is therefore confidential for the 
reasons stated in paragraph (1) relative to price concessions. 

(5) This column is as important as H from a confidentiality standpoint because of lhe 
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 lo be protected 
for I he same reasons as set forth In paragraph (1 ). 

(6) This column is used to mask the delivered price of fuel such that the invo1ce or 
eftective price of fuel cannot be determined. Columns P and 0 are algel:'•::.ic 
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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(7) Terminating and transportation services in Aorida tend to have the same. if not 

more severe. oligopolistic attributes of fuel oil suppliers. In t 987. FPL was only 

able to lind eight qualified parties with an interest in bidding either or both of these 
services. Of these. four responded with transportation proposals and six with 

terminating proposals. Due to the small demand In Aorida for botn of these 

serv1ces. market entry is difficult. Consequently, disclosure of this contract data 
is 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 of fuel terminal operations, there are correspondingly 

few requirements for fuel inspection services. In FPL's last bidding process for 
petroleum inspection services, only six qualified bidders wore found lor FPL's b1d 

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, II made public. ·would 1mpa1r the 

efforts of (FPL) to contract lor goods or services on favorable terms.· Section 
366.093 (3) (d). F.S. The information delineates the price FPL has paid for No. 

2 fuel oil per barrel for specific shipments from specific suppliers. No. 2 fuel oil 1s 

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

suppliers. FPL has agreed to not publicly disclose any supplier's bid. This no ••• 

disclosure agreement protects both FPL's ratepayers, and the bidding suppliers 

As to FPL's ratepayers, the non-public bidding procedure provides FPL w1th a 
greater variation in the range of bids that would otherwise not be available if the 

b1ds. or the wmnlng bid by itself. were publicly disclosed. With pubhc disclosure 
of the No. 2 luel oil p: ices lound on FPL's Form 423-1 (a). the bids would narrow 

to a closer range around the last winning bid eliminating the possibility thai one 

supplier might, based on his economic situation. come in substantially lower than 
the other suppliers. Non-disclosure likewise protects the suppliers from d1vulgmg 

any economic advantage that supplier may have that the others have not 
discovered. 

) 



....... -------.... -.. ....................... -·-· .. -----·--··-----··---------
Date of Declassification: 

FORM UNECSl COLUMN ~ 

423-1 (a) 1 • 2 H -N 05/31/96 

423·1 (a) 3 H -N 03/15/96 

423·1 (a) 4 • 13 H-N 11/30/95 

423·1 (a) 1 • 13 p 03/31199 

423-1 (a) 1 . 13 a 06/30/96 

423-1 (a) N/A H, I, K, l , N, A 12/31/95 

Rationale: 

FPL requests that the confidential information identified above not be disclosed unttl the 
identified date of declassification. The date of declassification is determined by adding 
6 months to the last day of the contract period under which the goods or services 
tdentthed on Form 423·1 (a) or 423-1 (b) were purchased. 

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

FPL typically renegotiates its No. 6 fuel oil contracts and fuel related services contracts 
prtor 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 tnstances. the 
contracts are typically renegotiated within six months. Consequently, it is necessary to 
maintain the confidentiality ot the Information Identified as confidential on FPL's Form 
423·1 (a) or 423-1 (b) for six months after the end of the Individual contract period the 
information relates to. 

With respect to No. 6 fuel oil price Information on the Form 423-1 (a) or 423-1 (b) tor ott 

that was not purchased pursuant to an already existing contraet. and the terms of the 
agreement under which it is purchased are fulfilled upon de livery, FPL requests the price 
tnlormatlon identified as confidential be kept confidential for a period of six months alter 
the delivery. Stx months tS the minimum amount of time necessary for confidentiality of 
these types of purchases to allow FPL to utilize its market presence in gaintng price 
concessions during seasonal f luctuations in the demand tor No. 6 fuel oil. Otsclosure ol 
this information any sooner than six months after completion of the transaction ts 
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r,easonably likely to impair FPL's ability to negotiate such purchases. 
The No. 2 fuel oil pricing Information appearing on FPL's Form 423·1 (a) or 423-1 (b) . tor 

which conlldenlial classification is sought, should remain confidential for the time period 
the contract is in effect. plus six months. Disclosure of priclng information during the 

contract period or prior to the negotiation of a new contract is reasonably likely to impa1r 

FPL's ability to negotiate future contracts as dese1ibed above. 

FPL typically negotiates ils No. 2 fuel oil contracts prior to the end of such contracts. 

However. on occasion some contracts are not negotiated, until after the end of the current 

conrract period. In those instances the contracts are typically renegotiated within six 
months Consequently. it Is necessary to maintain the confidentiality of the informat1on 

identified as confidential on FPL's Form 423· 1 (a) or 423·1 (b) for six months after the end 

of the individual contract period the information relates to. 
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AITACHWBNT 0 

IUOII THI 

FLORIDA PUILIC SIIVICI COMMISSION 

) 
DISTRICT Of COLUMBIA ) 11 

) 

AFFIDAVIT 
Doclllt Ne. 11000I·EJ 

Befort me, the undenlaud authority, Pamela 1. Cameron ap~ared , who 
beina duly sworn by me, said and cutined: 

I. INTRODUCTION 

My name is Pamela J. Ctmtroa; IDJ' bl&liaaa addrtsa iJ 1100 M Str eet, 
N.W., Suite 600 South, WuhiDIIOO, D.C. 200M. I am employed by the National 
Economic ReSHrch Assoc:latu, loc. (NEfti\) • a S.alor Analyst. I rtc:eivtd my B.S. 
in Business Administration from TeaM Tech Ua£venlty in 1973, my M.A. in 
Ec:onomic::s from the Uaivenlty ol Oldaboaa Ia 1976 aDd my Ph.D. in Economics 
from the Uaivenity o( Oklabotu la 198S. My aujor nelda of study have been 
Industrial Orauizacioa, P\abUc F1lluee ud lc:oao .. trk:a. 

Since 1912, I have beea e~ by ecoeomk ud rtlulatory con.sulcina 
firms providilll ser~icel relltlq lri utilltJ rtt1aladoe. I have directed numerous 
projects iacludiaa muat ualysil. ,_ a.;qullhJoe ud c:oatracl aesociatioa, and 
alternative fueb evaluatloa. 

1 have be.. ulced by Florida PQwtr ud Llabt Compaoy (FPL) to evaluace 
the market in whicla FPL buys fuel oU ud CO detenlll .. what imPKt, if 'ny, public: 
disclosure of eertaiA fuel lti.UICdoa data II llkely 10 have oa FPL and iu 
r:uepayen. Speciflully, the data 1 wiU add~.- Ia the cSatailtd price informacion 
reported on Florida Pllblic S.r~k:e Commitaloa Fora 42lt. 
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The imp~et ot pubUc dJtclosurt ol price latoraatloa depeadl oa cl:e 
m ucturt o( the matktll iavolvtd. Ia the followlna MCtiou I disciUil the tconomic 
rramework ror evahtatiaa the urucnu. ot markell, the role of disclosurt ia 
oliaopolistic: marketS aDd rev~w the circuautuca or FPL'a fuel oil purc"uet usina 
this framework . The rlJI&J taeltoD IUIIUIIIILue lllJ «!DCI~ioll. 

II. THE ECONOMIC THEORY Of MARllTS 

Ecoaomic: theory predic:ll that the ~llavlor or iadlvldual firmt and the 
consequent market performa~ will bt cUterllliAed lllaety by the structure or che 
re levant marktl. The UruCtUtl or marketS riDie rroat hl&hly COI!II)tl itivll 10 virtual 
monopoly depend ina upoa s~K:b racton u 1M auatbtr aocl siu -or rirrns io the 
market, the heteroaenelty or producu ucl dlatrlbutioa clwlneb, the eue witlt 
which rirau c-aa eater ud leave the matbt. ud the delfM to whic:h rirms and 
consumen potS&U informat ica about 1M prk• IJI4 prodi.ICU. 

Usina chest fo111 bulc criteria or cllanc:ttriltica. ec:ooomists discina uuh 
competitive, oliaopolistk: ud IDODOpollatlc IDIIklta. For eumple, a competitive 
matktt i.J c:lwlcttrized by the follow~ (I) nr. produce a bomoaeaeocu product; 
(2) there are maay b11yen ud MIJtn 10 tJ1at ..... 01 pure.... o( tacb lrl small 
ia relat.ioa to the toa.l matbc; (]) Utry iato or u.ia (roa 1M market is oot 
coastraiaed by ecooolllic or lqal berritn; ud (") nr.. ud caasumen have aood 
inrorcnadoa rqardiDI altenatJve prod~teCI ud !the pr"-t It wl\icb they tre 
available. Uodu th.. circ1aautuca IDdJvktual. buyen ud selltn llave only 1n 

imperceptible ianueoc:e oa the market price 01 the ICtioM ol oiMn ia the market. 
Each buyer and Miler acta iadtpeadeatly slace tbote ICtJoGt wUI aot afftct the 
market outcome. 

AD ollaopoliJ tk: iDdUJtry iJ OIM Ia whklt the DILIIlMr or Mllen is !mall 
enouah for the actlvili .. O( Mlltn tO lfftct ncJl otJier. Owl&• ia the output, Or 
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tilt price o( ooe firm wiU atrtct the amowna wllicla other Milan eaa Mil and th« 

pricu IJiat they cao ctwae. Oliaopolistic iaduwiel may MU either d irreren,iJtcd 

or homoaeoeo111 prodiKtl aad ,,. usually cllarKttrized by hi&b barrien to eatry. 

BtciUM or tbt' iottrdlpeodcace or fliPC>Iilrt. the uttat to whicb thty art ioCorCDtd 

wi th rapect to tilt actiou or otJiu Plft]el ia the awbt wUI aUect thtir behavior 

and tilt per(o~ or tbt IDAIUL 

A cmooopolbdc market il ooe Ia wbicll 1 lill&le stller cootroiJ both the 

price aod output or a product Cor wbidl tbt,. .,. oo ciON IUbstiuua. There u e 

also siaoitieaot barrien to preveat otbtn rroas tllttriaa the market. Ia this 

instance, tilt s.ellar knows the dttaill ol eaclt tnauctioa 1114 chert is no clear 

advantaaa to IJ\t buyer Ia ketpioa theM d:ttaill coolidtatlal. 

It b clear lvtD Crom thia brief dlsc1aaioa that a dtttmlnation or the 

likely ecrect or the disclosure ot tbt ttnu lad coadltiou or tnnsact lona depends 

on tht type or market i .. volvtd. f• dtttral lailla the lltliCllll'tl o( FPL's fuel oil 

market, I have reviewed the Mllen ud buyers OIWf&UIII ia thtM markttl, rhe 

horooaeoeicy or tht product, the leeton ~I tatry or u l t (rom the markcu 

and the role of lntormatlo&. n. re•iew lacUca• t1t11 the fuel oU awut io which 

utilitia ia IJ\e Soutbna J)GICIIUI naopUee le oUIOPOUatk nat il, the actioDJ of 

ont firm wW a!Ctct 1M Pticlaa ud ouqMat dec~ ol othlr Milan. The 

interdepeadtoce &mODI r.a oil ·~ II coapoeDCMd by tbt ptiMDCI ia the 

market of a Ciew very larp ~ a~ • FPL 'nt Collowlna scctloDJ 

describe the dttaib ot u tlaboratioe ol 1M c:oaMqueacea ol tnuacdoo dbclosure 

in thb cype or market, my market tnluatioa ud my coecl~ 

ner~ 



·•-
Ill. IFACT Of DISCl.OSUII IN OLJCOPOLJSTIC MA.IITS 

A brier r•view or tha ro~ tllat IKNCJ plays ia oliaopoly theory is 

helpful ia uadentaadina the pricina policite of ollaopoUsa aod 1~ predicted impact 
oa fuel costs. 

Aa oliaopolistic market st.tUCnan Ia charecetrlud by com~tit iora or 
rivalry amoaa the rew, but ~ number o( t1ta ia • ID&Iktl doa not dtternune 
conclusively how the marktt fiiDC:UoU. lA the Qll o( oUaQIIOiy, a number o( 

out•:omtt are pouible de~ndlaa upoa the delrM 1to wlllch the firma act either u 

rivai.J or u coopenton. Sellen have a coa.o~~ lfOUP intemt in kHpina prices 
hi&h, but have I COilllict or interest with ~ to matktt .W.. 

The manaaemaat or ollaopollatic t1ta recopiue that, aivea their mutc al 

interdependeac., profits will be hlaher whee cooperatlve policiea are punued than 
when each rtrm acts only ia Its OWl u.rro• ..at-lace.-. u firma .... offe red the 
opportunity co collude, oliaopolistic IIW'UU •W etad to ulubit a tendency toward 
the muimization or collective proflll (tM pr:iclq behavior auociated with 
rooaopoly). However, cootdluno. ol pric1q s:oUd• to IDU.i.miJII joint profits 1s 
not euy, ttpeci&Uy when COl& ud IDI.ftt. _...,. dllren- lad to conniccina 
price and output pra(ere~ &mOll nr.. CoontlatJoa is couidenbly Ius 
difncult whee oUaopoUAa c:aa c:oeauaicl• opniJ ud rrMiy. Blat the antitrust 

lawt, wbicll an coeceroed widl iAklbltlq .ONrJ!aiy priclq. III&Jie oven cooperation 
uolawrul. T1lete an. bowever, subde weys o( COOfdlaat1q pricina decislocs which 
are both lepl lAd poceetlaUy errective I( dWc:ICIIIM c:aa be .aiataloed. 

Ooe meus o( coordlutlna belaavlcw •ltJMN& ruaallla atovt or the lew 1s 
price ludenhjp. Price ltadenlllp c:aa .,....u, t. v....S u a pvbllc sianel by 

f irms of the chances in their quoted pr~ II ada l1nl kDOwt that ita price cuts 
will be quickly matched by Ita rivai.J, II wiU bave euacla ... incentive to make them 
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By the WDI Joaic, tae'- auppUet ltaowt tJw lea rlvt!J en sUJcaio a hi&htr price 

quo11 oaly it other ruiU follow willt aacchiaa prkea. 

Focal polat prlclot is uotller euaplt o( oliaopoliltic pricina that allows 

coordinatioa without violatlnt the Utlll\llt lawa. Here, sellers ttad to adhere to 

accepted focal poloca or caraeca """ 11 a pubUcly poettd price. By swina .u 
price II some focal poiat, I nr111 tacitly eacounaa• rivals to follow suit without 

uodercuttioa. The poec.d price p11bll.ahed fOf va.riold &Mlda of fuel oil by reaion 

would serve U I focal poilU fOf that uti. Other types of focal poinu iaclude 

maoufacture usociatiou' publlsbed list prica or aoverameat-set ceilina pricn. By 

adherloa to that '"'Pled tar&etl, ~rdloadoe it fecilitatld aa.d price warfare is 

discou raatd. 

Wbile oliaopoliJtl havoe lactatlve~ to coopenate io maiacaioina prices 

above the competitive level, there an • abo dlvlslve forca . There are several 

conditiOIU which limit the likelihood tad tfftctlvtllttl Of CQOrdiaation, aU of which 

are related to the abiUty or • sioJ)e nra 10 otrer ptic:e coocesaions without fu r of 

retaliatioo. They iDCiudc (I) a slpii'Jcut a .. ber ot Nllert; (2) hettroaeaeity of 

products; (3) hip ovoerh* coaa COif... whll advene bai..a coaditiou: (4) 

lumoinaa ud hlfrequeecy Ia the ll)lli'Cillle ol product~; aod (S) MC.-.cy aad reratia· 

ti~a tap. 

A. n. N••"' '" Sl• ,, nrw 
'The stnctval dlmeu• wltll tbe ILCIIt obvioea lonueDCt oo coordinu .oa 

iJ the number IDd w. diltriblltlotl o( n, .. 1a tale IBUbt. 1'111 linter the number 

o ( , ellen ia a nwket. ewrythltl& elM the ,..., tale eort dU'Ocult It II to msintain 

a noncompetitive or above-COlt price. At tile auaber ot finDI iDCnua and the 

market share of eecll decUn•, nriU .,. lecreulatly ape to ianore the effect of 

the ir pricina and output declliou oa the ICtioM ot otber n nnt. lo additioD, u the 
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oumbtr or rlllDI iftcreuea. the probability iocraMrl that It ltaJt ooe firm will have 

lower thaa avenp cotta ud u aur-lve priciAa polky. Therefore, ea oliaopolilt 

io 1ft industry or JS firma is more liJitly to o(ftr secret diiC4Unll and leu likdy to 

be discovered thaA ao oliaopollat ia aa lodus.try ot oal)' thr" firms. 

8 . Prp4wcl HtltrHtwclty 

IC product~: were tniJy boiDOitM0\11 or perfect subscitutes in the 

consumer's miod, pr~ wo111d be 1M oaly vviable with which rirnu could compete. 

ThiJ reduca tht Wk o( coordlutlaa, fot (1nu rnst coosidtr only tht price 

dimeosioa. Wllta prodiiCII ate dl((ereatia-s, the ttrntl o( rivalry become 

mult idimtosional aod COGSidtrably more complta. 

C. Ottrbtt4 Cptll 

lllt ability or oliaopollttl to COOfdloa.. II afftcttd io ' varitty or WIY1 

\'ly cost cooditloDI. Oentrally, ,,.,. I areattr the dlffertaca io COil SlrUCluru 

~tweeo ri rms, tht mort tro11blt 1M nr.. wiU have malataiJiiDS a common pme 

policy. There is alto tvidiDCI that ladllluW cbanctariud by hiah ovtrhud cous 

are panicularly susceptible to pricl.q dllclpUM bfftkdowu whta a decl ine io 

demand (orca tiM had.ay to opttt.. The iodustry charactenud 

by hiah rixed c:oetl alllftn more whla dtaud II dtprtllld because or urooa 

indiiCtmtDII toward ~nilll ud a loww l1oor (raaralaal cost) to price 

decreues.. (Pric:e-nnlat wW be cbeckecl .. Ill ..... pric:ea whta maraioa1 costa are 

hi&h lAd riled Cotta ate relath•tly low.) 

D. Lwwtltm a14 laf'"''''l tf OnltJI 
ProOtablt tacit colhuloa II more llktly wllea ordtn are small, f rolquent 

and reaular, since dtteetloa aod rer.Jiatioe 11'1 •Jet ulldlr tllltt circumstances. 

Any decision to undtrc:ut a price oa wlllc• lodwuy mtmbtn have tacitly aareed 

requi res I balancint of probablt J&IU aaalJ* tJM llJttly COlli. Tht lliu from 
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c:uttina the price derive~ (rom the lncttiMCI probabWty ot MOarioa • profiuble 

order ancS lllltr shalt ol the awket. 

probability or rival reactiOftl drivinl don the llvtJ ot ruture price~ aftd, tnerc(ort, 

ruturl profits. The probable plaa •• u obviously ba lataer •hen the orcS.r at Slake 

is larae. Also, thl la'IOIIDl or iD(C!riDitloa a nra CODYeyt about itS pricina straitlY 

to other r iuN in the muktt incr..,. wida the DlliDber o( traiUICtiona or price 

quotes. Clearly, the leu frequently ordera 11t pJiced, the leu likely detttt ion 

would be. I 

E. Stcruy 11fl lttallatltl Leg 

The lonatt the adverw CODMQutoctt ol riYal retallatioo c:u be delayed, 

the more attractive uDCSercuttlaa the KCtpced price uructure bec:o!DU. One means 

o( (orestallina retaliatioa ia to &rut MCnt price AIL Jr price ia above mlt&inal . 
cost and ir price c:oocaalona caa raaoubly ba upected to remaln secret, oliaopo-

lim have the incentive to enaa&e •• secttt price sbldlal-

Fear or retaliatioa ia DOC limited just fO rear or matc:htd price cuts by 

ocher sellen ia the ma.rut. A dlackiii&N ol MCtet price cooeaaiou to oot buyer 

may lead other buyen fO cSeDIUCI equ&l tne....._ 1'\e rlhll would be u erosioo 

o ( indlduy prona • me price cSecll.. to 'CCO'eoc!e.. oiMf buyen or a wi1h-

dra waJ or prlc:e conceaioal la ........... 

TM Dllmbat ud sla. clblrib•tioe ol """ il2 the naatket ia a siaoificaot 

rac:tor where rear ot retaliadoll b u IJDI).)rtaat IIW'kat eiiiDtat. Where ooe or a 

(ew lara• buyers rep,..at a latp percnt ol tbe aatbt. the aruli111 of secret 

price conceulona to thole buyera by a 11Uer II likely to impose sianu~Ca~~t c:osu 

(that iJ , result ia slaainc:aat loa or W.) (or 1M remahllna Mllln.. Sloc:e dis­

closure or SICrtl prk.e cooc::aaloftl Ia dlla cue ia IDON likely to prompc immediare 

ruction thao would kDowltclae or price cooctllloM to smaller. inaianificaot firms. 
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it folloWI that rather thaa risk aa unprofitable pr;c. battle rlrma may cuJe 

o(feriDI CODC~ioGS. 

It it not in the IODI•fiiD inttmt or tht fir111 coosidtr ioa price 

concessioOJ to initial& pra c"ts wlllcla WCMIId IHd to lower market prictt aenerally 

or "'inous price wan. It kaowlld.. ot price COK~UioDI ltadJ other ullen ro 
reduce price accordloaJy, tJit prlce-cuulna rtraa wiU lose the market share 

advantllt it could bavt p lntd tJ\roap Meflt 1>ric. shadina. lndusuy proCits .... . 11 
be lower due to the lower pra Ieveii. n.rero,.., aJvea tllat any price conceuionJ 

will be disclosed, tJit nsoet prort&ablt suattn ia IDOrt likely to bt to refr1in (rom 

offerina price conceuiou. Ellminatlaa opponuhl• for secret ac:tioD (by d isctosin1 
price, for eumple) would ar .. tly reduce 1M loceadve to ollaopoliJts to offer price 
concesaioDS. 

IV. MARKET EVAI.UATION 

After reviewilla the tlleoretical crittria used by economists to eva!uare 

market structure with FPL penouel kaow&tdaublt In the area of rou it-ruet 
procurement, I requated ud WM provided widl .... dal market data necessary to 
anaJyu tht muket ia w'*' FPL pure"- No. 6 f\Ml oU (raid). Thes. dara. 

toatther with other publlalMd iAfonutk)e, W'lft uaed to det.enDiM the structure of 

the markeL 

AA> Mv'tl $Cr!d!n 

Tbe prodllet I&Dder coulduatioa is reeld ud Its primary purcl\a.un ue 

utilititt. FPL ia localed Ia the Southtat ud, bec:a~~~t or Ita aeoarsphicaJ locumon. 
purchuu raid primarily rroca rertottitl Ia 1M Ollll Cout area or ttle Caribber n. 

Traruportatioa coets UJILit 1M market to theM .,.... aldloualil it may bt possible to 
pick up distreued cara011 froaa othll loeatloaa on tht spot market. Other mejor 
purchucn of resicl rrom 1M Olllt Cout aAd Caribbtu are utilities io rhe 
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Nortbtut. 0\ae to the additiooal ti'USPOIUcioe COlt~., bo-.ver, ut iliti.. ill the 

Southeut woul~ be Wlllbly to putchue rald !rota ~nlleutena rtfitw ia . The 

Northeut doet DOt have adequate rttlMry c:apeclty to liiHt the demand ill that aru 
and Ia, thercrore, a ut importer of reald (roJa the Oulr Cout aad roreian suppliers. 

Thererore, the Northwt lAd SGuthast art wpera•. but related, IIW'keca. 

FPL purctw. raid 1a very larp qvutitiel, .uually 1a barae or ship lou 

(100.000 to 200,000 bamll or mort). Ia 1916, FPL purchued 2S,460,637 barreiJ of 

low-sul(ur raid. the majority o( wllicla (61 pttcelt) wu under mtdium·term (one­

to two-year) cocu~ta. 1"he rtiBiiocMr W1ll pwcua.d oa the spot market. There 
art very few buyen or raid 1a the CUtket wllo piiiChue q\Wltltia appro"hina the 
levels consumed by FPL. Table I shows tilt relative size or purchun ror the 
major coasumina utilltiel il the Sou!MMt aad the NorcuwL or tilt 10 utilit ies 

who had purchua of mort tW S00,000 bafnla per IDODtll ( ot tht July throuah 
September 191S period, FPL Ia clearly the slaaJe !DOlt lmportut buyer in terms of 
siu . Only one or tilt other utilitiel ia loclted ia tbe So11tbtllt. 

The tllltY requlte .. ata f01 •U.~t la tJUI aaatktt art substantial. Sellen 

must bt capable or meetlq aU ol 1M utilky'a ~ ilcludlns quutiry and 
quality ((or example, mulauaa tl&ll.,, ltll u4 wew coatnt). Supplltn m.ut t ither 

refine or ptbtr ucS b&nd car.- rroa rtl'laltltiiO -.rbtable specilkatioas. 

1"M Cll)ltal reca•tn.nta ueodae.d wltll IMIUdlat 01 boyi111 a refi11uy are 

certaicly subatutlal. Aeotblt viable 09doe tOt eacry lato tiUI IIW'ktt would bt as 
a reselltr, bltlld4ir or tllder. AU ol thtte panicllltrlota ltvell would require a 
finaccial pcnitioa la the oU to be sold. At IIlii 1evet. tilt enttaDt would &ather 
cu aoes f rom rtfiMn 01 other trWrl ud bleed (It required) to nsarkttable 

spcc:ificatiOftl. The primary racilltiel rtqUiltiMDt woUi be Stonp Wlta to hold oil 
ror resale or to blend caraoee. Auum.IDI the tlttllt lntencll to sell to utilities, 
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the mlelauua plltchue quaotity would be ~d•IIIIJ 100,000 10 110,000 barreiJ. 
This would reprauc oat bu&t lot. lt le poaiblt 10 laM tuJta with aaitatort for 
blendi111. The matt nuiblt approecll wOI&Id be 10 .._ a 2SO,OOO oarrel ta11k. This 
would accoaunodatt two bar&• loeda 0# OM IIMdlua capecity vaMI. The cost for 
2SO,OOO batrels of lciM'd SIOrlll would be approailuttly SO.OI per barrel per day or 
SO.JO per barrel per IDOIIlh. Total CUlt coet (unaalJI& ruu utiliutiOII) would be 
approximately $75,000 per mooch. 

The prospective restlltr would abo liNd 10 have opeo lines of credit to 
rinanct oil purc.h.... uatil paymeet WU rtctl¥td (ro. die customer. Auumi111 the 
entraat intended ta move a IDlolalwa ol 1.000,000 bunls per month, it would be 
neuuary to finance approximately S.,,OOO,OOO ror JS 10 40 days. 

Althouab the curreot banlttt 10 totry IA10 thia muktt u a renner ur 
resellar are substantial, tJMy would be 'em hlper ucept that the depressed sute 
of the oil industry hu ertattd sllfl)l• reriMry capeciCJ ud lac:reuad the storaae 
tao!( c:.apacity available (or leue. Tile COlt ol eMit facllltlte will inc:reue u the 
oil iadusuy improves IDd tJM cwreat f1UPNI aY&ilabUICJ dlmiaisha. Thus. it is 
reasonable to aotk ipece tU& futve eatry c:oedltloel wiU be more, rather thaD leu. 
restrictiva. 

A aew c:.ocpuJ coeld lllo eaw die 8lltlet 11 a broker sellina small 
c:uao Iota 10 utilltlea. II tJt.il ~. die btoUt ~ IMM baw 10 take a fioao.cial 
positioo widl the product ud woeJd Kt 11 a aWh••a befwMa refintn and/ o r 
resellen aod CIISt.oiMtl. T1le prt.uy btrritr to lltry at tllla level would be the 
aeed to have established cootacta wldl rel1aeft. tndert aad potent.ial c:wcome rs 
normally active io the market. Ho.....,, tlall •Y IIOC be a very viable 1pproach ir 
an enterina compUy upecta to m.a.t. utlll CJ ..-. For tlWIIple, FPL ~u informed 
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mt that Uley an baitut to dal wltJa 1 bf'oket wtlo dote ooc actually hold titlt to 

thl oil bliDI JOkl U IIIla WOUld be COAIJdend I hip·rilk IOUtee. 

Tablt 2 PriSIGtJ • lise ol ClltrtDdy active nraaa tapable or supplyina 

resid to tht southtuttro utility awuc oa a c:ootnet bu.ia. Thil li.JC represeou 

the rirm presently capeble or su~iq 1M IOU~na utility market. Some of 

these rirm allo supply raid to the maruc lo l1le Northatt. Tht list or potential 
contract supplitrt to FPL is somtwllat shorter. For uamplt, btcaUM of tht low· 
sulfur requiremtor, L.aaowo S.A. ia lOt a ptaellt IVPPU.r 10 FPL, but could supply 

other arta uti~itill willa leta r11trlctive suii'V speclllcatiotll. Laaovu refines 
Venezuelu crude oil whicll hu • blall-sllllw c:oatnt. Otlltrt, sucb u S.ranot Oil 
and Ciu Company aDd Torco OU Co111peay, stU prllllltlly to U.S. Ciulf Cout 
resalltrt , but could supply utilititl that Ita" tlltl.r owa tru.Sportatloa and buy io 

surricleotJy lara• QUatllititt. Ill ita lut' ~ rw bMtl 10 supply requirements for 
1917 and/or 1911, FPL rKtivtd 12 propoall. Under cllculllltucel whtrt only 12 10 

20 firms compete Cor salta ill a 1111tklt doalaa*' by a ftw lata• purchuen, tach 
firm will be c:oDCtra.d will 1M IC'UMI Ot pottDlill reacdou ol 11:1 rivals. The 
lou of a wa• saJe, sudt 11 aa FPI. c:oacna. woald uodoebttdly have a siaoif ic.ant 
effect oo the matkte sllart ot tllat nr.. 

Some rtflMrl or riMUtft, tt.o.p DOC Otdlurily ~bit ot or willlna to 

commit the tiSOUrctl 11« 1 IIIIJ to ..... •t1Ut7 spec:ilicadoel Ia ordet 10 compe11 in 
thl C:ODtract IIIUUt (01 loW•SUllat takl, lillY be pottDtill qMIC lllltlttt supplien. 
Tablt 3 listl fil'llll ia thil catqWy. The Dumber of firm~ Ia tlda cateaory is also 
trnall enouah that t!lty llluat be • ..,. ol ud c:ouldet 1M price~ olfertd by the 

othen io the ir decisloomaklna proc.& 

The primary chataCUrbtlo whlcll dlatloauiabtl ollrPPOllatic marktll iJ rho 
interdependence or the Jtlltrt ID tbe matktt. C1tarly, ia view or tht relarively 

nera-



·11· 

small aumbef ol Mllen, tM ratrieUou oa eac:ry ud the saWI aumber of lara• 
buyen, the bidl aDd pricte o((ettd by o.. Cud oil supplier wiU havt aa effect oa 
thl pric: int polky lJl4 tbt quutJty IOid by the flalliD illl Mllln. A rlrm wi.sh i na CO 
sell rtS id to FPL ill thil market QUOC iiDOfl the actions or pr ic:ina decis ioaJ of 
other firms a.Dd reuou.bly upect to prollt Ia the Ioiii term. 

I . Eftut p[ Dhclnwrt 

Ia SlctioD Ill, the ror. ol dltcloeure aDd the facton conducive to price· 
c utt i111 ia ollaopolbtic iad~&&trlee wu dbcUJMtl. n.. aUIYJil iodicatu chat the 
facton which racllitatt MCrat dbcounllaa an abo PrtMIIt ia the souchu.stern 
market ror raid. Aa dbcu.IMd, tllera ara c:urreatJy 11 to 20 firm capable of 
supplyina raid ia thla awket. R ... lltrt or broken will haYe different cost 
structures thaa refiurs. The oll IDduauy II typically c:l3am.d u a hiah overhead 
cost ind~&&try. Coatrac11 ror mid an larat aad lAirequeat. The probable nee &3ins 
from d iscountlna ara aruter wllera orden ate lata• ud illtrequent. lo ch t 3bsence 
of public: dbclolura, prkt cocac.loM could reuoubly be upecttd co remain secret 
for at leut ou co rwo )'Uti uDder a loaa-cera c:oatniCt. Aad fioaJiy, the u~ted 
aaitU co uodarcutt!Aa tbt llldU~Cry prioe to a larp bvyer sucb u FPL would bC' 
lara• if secncy could be ......._ AU ol ta... awket chanctariltia which ue 
preseat Ia the soutbtMa.ra ....W e&rtl.lt ate coed~~eivt to the arutiDa of price 
c:ooc:euiou. A Uaitlat (ICW, bo""'• •1 be dlac:loeure or the lack of ucre<y 
since price co~ to a alqalar larp bu)'W suc:la u FPL could muo a 
sianifiwn to. ol salea fM tM ,.. .. ial.at •Uen. 

The aaaJysla ol the fuel IUIUt Ia whkla FPL competes iodlcaces that 
sellen have a strona JaceatJYe to put prkt cooc:esdou. bvt are moet likely to 
arant them only if secrecy c:aa be ua•ued. 

nera-



V. CONCLUSION 

n.ory prtcUcta that to the eateat r...a ••Hl'- aad Mrvlc• ue 
purchued ia ollaopoUsdc aarketa, pabUo dllclonlt ol detalJed prlclna informatioa 
will arully limit Q9PC)ftuaili• ror teetet price coec•ioel. l1lil theory " evea 
SIIOftJif wi\ID applied t.o I lar&t boa,.r Ia rttadoa 10 tM ala ot 11\1 market. My 
analysis or 11\t actual awt•t iadlca• that F'PL il • "" larp buYtr purchuina 
ruel oil ia ea ollaopolbdc awket whete la....,..odeace le a kay chancteri.Jtlc. It 
(ollowt lhtt the lll*ted e41Utq1Moct ol ...... dllclonre ot the dttaila or fue l 
traowtloas is re .. r price eoocealou. Price ~- ia (uti eontracta resulc 
i.o lower overall electricity COlt t.o rattpeyen. Coueq•atly, public disclosure il 
likely to be dttrimeatal to FPL ud ita rattpeYtra. 

Columbia. 

NOTARY PUaLIC 

My commiuio11 upirel k,?f .JtJ. /9 ~1 , I 
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NOITHIASTIIH AND SOtJTHIASTIIN 
UTILITIU CONStiMING APPIOXJMA nLY 500,000 I.UIILS PLUS PITIOLIUM Pll MONTH 

JaJJ '''"'' StJCt•lltr ltiS 

NIUDbtr o( 
O.Uvery Ban til LllililxlMQDib ~I all SIIEI E11"baud 

(I) (2) (3) 

Florida Power aod Liabt 
COD'\PIAY 

July • F1orkta 2,920,000 Auau.st 9 Florkta 1,011,000 Septtmber 9 Florkta I ~2~ 000 
$,)0~.000 

Canal Electric Compuy 
July MUIICIIIIMttl 161,000 Auau.st MUIICiliiMtll I~~ ooo 

1,96),000 

Central Hudson Ciu •lid 
Electric Compaoy 

July 2 New YOflt 902,000 Auau.t 2 New YOflt 1,012,000 September 2 New YOflt ~2Z ooo 
2,$06,000 

Commoawealth Ecibloa Coc8PIIJ 
July I $47,700 

Conatetic:ut Li&bt tad Poww 
CompUy 

Auau.st ) CoeiiiiC1k1at 696,000 

Consolid~ted Edboo Coaapuy of 
New York 

July 9 New Yorll 1,220,000 
Auau.st 9 Ntw YOftl 141,000 
September I New YOflt I AUOOO 

3,10,000 

nerB" 

TAIIL!.l 
Paae l of 1 

,a,vera.ae 
Sulfur 

CQOJUI 
(Pttc:tnt) 

(4) 

0.13% 
o.u 
0.11 

2.03 
2.09 

1.32 
I.H 
1.23 

0.61 

0.99 

0.29 
O.l9 
0.26 



NORTHIASTIRN AND SOUTIDAST!aN 
UTILJTli.S CONSUMING APPIOXIMA nLY 

500,000 IAUILS PLUS PITIOLIUM Pll MON11f 

,J.IJ ,.,.. •• S.,ta•w IUS 

Number of 
DtUvtry Bane II 

L!silis:~r:£Mgosb l!s:liall :u •• ~aihu..d 

( I) (2) (3) 

Florida Power Corporatioa 
July 7 Florida 730,500 September 7 Flotida ~l.~ 

1,374,400 

tooa bland Liahtioa Company 
July 4 New York 1,499,000 Auauat 4 New York 1,6~.000 September 4 New York 12z,ggg 

4,007,000 

New Enaland Power CompaD)' 
July 2 Mlalcll ... l11 591,000 September 2 Mulldl ... t11 ~lOOO 

1,234,000 

PeocuylviUila Power aod LiP! 
Compaay 

July 6 PtulyMaia 506,000 Auauat 6 ~ 1,393,000 Septtmbtr 6 Ptusyt¥Uie ~z.ooo 
2,506,000 

TOTAL 2.3,976,100 

IADLI I 
Peae l of l 

Avena• 
Sulf ur 
~taL 
(Percenr) 

(4) 

1.25ft& 
1.14 

2.20 
uo 
2 30 

I.SO 
2.04 

0.91 
0.19 
0.19 

So urea: U.S. Dtpe.rtmeat ot Eoeray, Euro I.Dionaatioa Admloi.stratloo, E!cctrjc Pgvr Oyamr!y. Tallie 14, Tlllrd Quarw 1915. 

nerw 



POTIN'TlAL SOU'niiAST IISID SUPPLIIIS 
LONG· TIDe CONTRACI'S 

Looa-Term 
Trauponatioa 

~s:Ji~l S:gmaaalt BICIDIE (Owa QE &.nul 
(I) (2) 

Amerada Heu CorporatJoa Ya Y• Amoco Oil Compuy Y• Y• Apu 011 Compaoy No Y• B. P. North America No v .. Belcher OU Cocnpuy No Y• Challeoaer Pllroltum (USA), Inc. No No Chevroo loteroatioft&l Oil CocnpUy No Ya Ctateodoo Muutina, tDC. No No Eamro Stabotrd Ptttoleuas Compuy No No Gtot.l Pe1101tuas Corporatioa No No Hill Peuoteum Compuy Y• No Kocll Fuels, toe. .Y• No Laaoven S.A. Ya Y• New Enalud Pttroltum CompUy No No Petrobru (Bruit) Y• Y• Phibro OiJtribvton Corporatloa No No S.:.llop Petroleum CompUy No Y• Seraeaot Oil al\d Ou COmpuy, lac. No No Stiooa lo11roil, toe. No No Suo Oil Tradlna Compuy Y• No Tauber Oil Compaay No No Iorco 011 Compuy No No 

TABU l 

Current or 
PrevioUJ 

SIIIZIZiill g( Efl. 
(3) 

Yes 
No 
Ytt 
Ytt 
Yes (currenc/ 
No 
No 
No 
No 
No 
No 
No 
No 
Y• 
No 
No 
Ytt (currenc) 
v .. 
Ya (cvmot) 
No 
No 
No 

Source Data prov6ded by Florida Powtr ud L!Pt Co111puy. 

nera-



IADLI) 

POnNTLU. SOUTHUST IISID SUPPLIIIS 
SPOTMAIUT 

Actjvt Company 

Amerada Heu Corporalloa 
Amoc;o Oil Compuy 
Apu Oil Compeoy 
B.P. North America 
Belcher Oil C~mpaay 
Challeaaer Ptuoltum (USA), Joe. 
Chevron lnterutlooal Oil Compaay, lr.e. 
Clarendon Markttifta, IDC. 
Euttra Snboud Peuoln• Coaapaay 
Hill Petrolauaa Coaapuy 
Koc;h Fu.b, IDC. 
Laaovea S.A. 
New Enataod Ptuoltum Cotllpaay 
Phibro OiJtribuiOrt COtPOft(ioa 
Scallop Petroleum Com~y 
Seraeut Oil ud Ciu Compaay, lao. 
Tauber Oil Compuy 
Tr.DSworld Oil (USA), lac. 

BeOw 
(I) 

Y• 
Y• 
No 
t4o 
No 
No 
No 
No 
No 
Y• 
Y• 
Y• 
No 
No 
No 
No 
No 
Yn 

nerB' 

L~na-Term 
TraiUportalioa 
COwp gr Lcml 

(2) 

v .. 
v .. 
v .. 
Yn 
Yn 
No 
v .. 
No 
No 
No 
No 
v .. 
No 
No 
Ytt 
No 
No 
No 



ATTACHMENT E 

BEFORE THE 

FLORIDA PUBUC SERVICE COMMISSION 

STATE OF FLORIDA) ss 
COUNTY OF DADE ) 

AFFIDAVIT 
DOCket No. 950001-EI 

Belore me. the undersigned authority. Eugene Ungar appeared. who being duly swurn 

by me. said and testihed: 

My name Is Eugene Ungar: my business address Is 9250 W. Flagler Stroot. Moamo Fto11da 33174 

1 am employed by Florida Power & Ught Company ("FPL") as a Forecostong Specoaltst 1n the Busono«,~. 

Systems Depanment. 1 received a Bachelor's Degree in Chemical Englneeung l rom Cornell Un1versoty on 

t 972. In 1974, I received a Master's Degree In Business Administration I rom th<:l Un1versoty ol Chocago 

From 1974 to 1984. I was employed by MObil 011 Corporation whore I served r. s o Sontoo Stall 

Coordinator and Supervosor on the Corporate Supply & Distribution Oepanment. and the Worldwide Retonmg 

and Marketong D•v•sion·s Strategic Supply Planning and Controner's Dopanments "' posltoons ot oncroasong 

rospons•bohty 

In January ol 1985. I joined FPL as a Senior Fuel Engineer and was responsible tor tho fuel pnce 

toroc&stong and fuel-related planning projects. 

In January of 1988. t was given the added responsibility lor being Team Leador tor FPL's Forecast 

Rev1ew Board Task Team. 

In September ot 1988. I was named Principal Engineer. 

tn June of 1989. 1 was g1ven the added responsibility for the Aeoulatory Servoces Group on the r uu I 

R esources Depanment 

In July of 1991, I was named Pnnclpal Fuel Analyst 

In October of 1993, I was named Forecasting Specialist. 

I have rev iewed the alfidavit of Dr. Pamela J. Cameron. dated M arch 4. 1987 The conootoons cllod 

111 Dr. Cameron's alfldavlt, that led to her conclusion that tho market In which FPL buys tuol 011 1s 

ohgopohstlc. are still true today. The reasons tor this are as follows: 

A 1 able 1 attached hereto os an updated version of Dr. Cameron's Table 1 showong tho rolahve 

soze of residual tuot 011 purchases lor the major consuming ulihtlos In the Souihoasi and tho 
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Northeast. Of the 4 utthlles who had residual fuel oil purchases ot more than 6 mlthon barr Ill .. 

m 1993. FPL IS clearly tho singlo largest buyer. especlaUy In the Southeast. 

B. Table 2 auacrhed hereto Is an updated version of Or. Cameron's Table 2 (Contract Supplter5) 

and Table 3 (Spot Mar1tet SuppUers). It Identifies those firms currently capab.e ol supplytng 

residual fuel otl to the South ens tern utlli1y matl<et on a contract or spot basis. Ctrcumstancos 

Joc:t<ly (!Q not require a dlflerentlalion of suppfiers between the contract and spot (one delivery 

contract) ma'i<ets. Since some of these suppfiers cannot always meet FPL s sullur 

specifications, the list ot potential contract suppiers to FPL Is somewhat shorter. In 1986. there 

were 23 potential tuel oil suppflers to FPL; In 1994, there are currently 29 potenttal fuel 011 

suppUors. In Its current request for bids to supply a portion of FPL's tuol oil requ irements unoer 

contract for the t993 through t995 period, FPL received 5 proposals. Under circumstances 

whore only 25 to 30 ftrms compete for sales In a mar1tet dominated by a tow largo purchasers. 

each ftrM (suppber) wtll be concerned with tho actions or potonUal reacttons or tiS nvals 

The mtormation shown in columns P and a of the 423·1(8) report includes tnlormalton on the 

termtnaling ano transportauon markets and the h:er oil volume and quafity lnspectton market In 1987. FPL 

was only able to ftnd eight qualified parties with an Interest In bidding torminaltng and transportatton 

servtcos. Otlhose. four responded with transportation proposals and six with tormlnalmg proposals Du«' 

to the !'mau demand in Flonda tor both of those services, mar1tet entry Is dllftcult. Consequently. dtsclosure 

of thiS contract data is reasonably likely to result In increased prices lor termlnaUng and transportauon 

SOfiiCOS 

Petroleum Inspection serv1ces also have the matl<et characteristics ot an oligopoly. Due to the 

Jtm,tod number of fuel terminal oporauons, thoro are correspondingly law requirements for tuel mspecuon 

services. In FPL's last bidding process for petroloum Inspection services lit t 99 1, only hvo quahtoed btdctors 

wore touno tor FPL's bid sollcl tatlons. Consequently, dlsciosure of the contracrual lntormaltOn (t.e .. pr1ces. 

terms and condlllons) or thaso srrvlces would have the same nagarlve ellect on FPL's abthly to contracr 

lor : uch services as would the dtsciosure of FPL's prices lor residual (No. 6) tuel 011 dobneated m Dr 

Cameron's athctavtl . Thai Is. pursuant to economic theory, disclosure of pricing lnformauon by a buyer m 
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an o1ogopollst1c market1s likely to result in a wlthorawal of price concessions to that buyer. thereby impa~r~ng 

the buyer's ab1hty to negotiate contracts in the future. 

The adverse elfect of making lnformalion or this nature available to suppliers is ev1denced by tho 

011 Industry's reaction to publication ot FERC torm 423. That form discloses o delivered puce or luol oil 

Because of tho 1mportance of this informalion to fuel supp&ers, several services arose wh1ch comptled and 

sora th1s 1ntormauon to suppUers that are only too willing to pay. We expect that a s1mllar "cottage 

md stry" wouta develop if the FPSC 423·1 (a) or 423-l(b) data were made pubVc. Theratore. the pubicauon 

ot th1s 1ntormauon will be made readily ava1lable to the fuel suppliers, and this will ultimately act as a 

detnment to FPL's ratepayers. 

The mtormallon which FPL seeks to protect from disclosure Is contractual data that 1s treatllfl by 

FPL as propuetary conlidontlal business intormatlon. Access within the company to this inforrnahon rs 

restncted. Th1s sntormallon has nol. to the best of my knowledge, been disclosed elsewhere. Furthe1more. 

pursuant to FPL's rue I contracts. FPL is obligated to use al reasonable eflorts to masntasn tho conhdenhallry 

ot the mtormauon oclon1111ed as conlldentlat in Attachments A and C ot FPL's Request tor Spec1hoo 

Conhdonhat Class1fica11on. 

Tho pncing m1ormat1on appearing on FPL's Form 423·1 (a) or 423 1 (b) tor wh1ch confldont.ar 

classihcation is sought should remain confidential for tho time period tho contract Is In olloct. plu:. s•• 

months. D1sctosura of pricing information during the contract period or prior to the negotiation ot a now 

contract 1s reasonably hkely to 1mpair FPL's ability to negotiate future contracts as dosc11bod abova 

FPL typicaUy negotiates new residual (No. 6) fuel oil contracts and tuel related sorv1ces contracts 

p11or to the end of ex1stmg contracts However. on occasion some contract negotiatiOns ara not tmakzao 

until alter lha and ot the contract period or exis ting contracts. In those instances. the now contracts a1o 

typ,cally negotiated within the next six months. Consequently.lt is necessary to malntam tho conhdenhabty 

ot tho 1111orma11on 1donlil10d as conlidential on FPL's Form 423·1 (a) or 423· 1 (b) for Six months alter tho end 

or the 1ndlvlduat contract period the lntormation relates to. 

Wllh resp!Oct to residual (flo 6} tuel oil price Information on the Form 423-1 (a) or 423·1 (b) tor O•l 

that was not purchased pursuant to an altaady existing contract, and the terms or tho ag1eoment .moor 
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wh1ch such fuel ot11s purchased aro fulfilled upon defivery, FPL requests tho price Information idenlliled as 

conhdonttal in Anachments A and C of FPL's Request l or Specified Conlldanllal ClassificatiOn be kepi 

conhdontlal lor a penod of six months aller the detivery. Six months Is the minimum amounl ol 11me 

necessary lor conlidenllallty ot lhese types of purchases to anow FPL to utilize lis market presence m 

gam•ng pr1ce concessions during seasonal lluctualions In the demand lor residual (No. 6) luet o•l 

D1s :losure of thiS mformauon any sooner than six months al1er completion of the transact.on 1S reasonably 

l1kely to 1mpair FPL's ab1uty to r.egotiate such purchases. 

In summary. it is my opimon lhatlhe conditions cited by Dr. Cameron In her aHidav11 are st•l va l1d . 

and lhal the markets m which FPL buys tuel oil, and tuel oil related services. are ollgopo~sllc 

In add1tion. this aHidavll is In support of FPL's Request for Confidential Classlt1cat1on ol No. 2 1ue1 

011 pr1co lnlormatlon found on FPL's Form 423·t (a). The No. 2fuol oil Information Identified on Atlachmenls 

A and C in FPL's Requesllor Confidential Classification Is proprietary confidential business mtormalton as 

that to 1m 1s defined in §366.093, F.S. As such, disclosure olthls contractual data would lmpa11 FPL s ab•hty 

10 contract tor No. 2 fuel 011 on lavorablo terms In lhe future. 

No 2 fuel oil is purchased through a bidding process. At the request of the No. 2 fuel 011 suppl1t.rs 

Fr>L has agreed to not publicly disclose any suppuers bid. This non·dlsclosure agreement protects ooth 

FPL's ra tepayers. and the bidding suppliers. A s to FPL's ratepayers, tho non·publoc bldd1ng procoduro 

prov1dos FPL with a greater variation in the range of bids that would o therwise not be available II lha b10s. 

or the w1nn.ng b1d by ltseH, wore pubUcly diSClosed. W1th public disclosure ot the No. 2 luel 011 pflces lound 

on FPL's Form 423· t (a). the btds would narrow to a closer range around lhe last w 1nn1ng 010 atom natong 

the poss1bthty that one suppfior might. based on his economic situation, come 10 substanttaUy lower thar 

the other supp~ers. NondiSclosure likewise protects the suppDers from divulging any economic ao~antage 

that supphor may have that lhe others have not discovered. 

Tho No. 2 fuel oil pricing lntormotlon appearing on FPL'a Form 423· 1 (a). for wh1ch conf,:!enltal 

claSSifiCation is sought, should remaln confidential lor the lime period the con1ract Is 1n otrect plu~ ~,. 

months Disclosure ol pr1Cing Information during the contract period or pr10r to lhe negot1a1ton of a new 

contracl IS reasonably hkely to Impair FPL's ability to negotiate lulure con1rae1s as dOSCtlbed above 
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FPL typically negotiates Its No. 2 fuel oil contracts prior to the end ot such contracts. However. 0.1 

occasoon some contracts are not negotiated until alter the end ot the current contract period In those 

onstances the contracts are typrcany renegot1ated within six months. Consequently, 11 1s necessary to 

malntarn the conhdontlahty ot the information Identified as contldentlal on FPL's Form 423· t (a) tor so .. 

months alter tho end ot the individual contract period the Information relates to. Disclosure of th1s 

1nlormat1on any sooner than s1x months alter completion of the transaction Is reasonably ltkely to 1mparr 

FPL'~ ab1lttyto negotiate such contracts. 

Funher attiant sayeth naught. 

State of Florida 

County of Dado 

) 
) ss 
) 

~w Ju.,.E 
The loregomg mstrument was acknowledged balore me lhl~ day of ,Jidf'(. 1995 111 Dade 

County. Florida by Eugene Ungar. who is personany Known to me and who did take a th. 

Serial Nul1ilber 
NOTAIIYPUIUCffATIOI~ 
In COl JN llXP.NOV. liU .. 
IOHDIIO lHlU aNUAt. 1m uwa 

NotliiY~-------­
Pub&c Title 

. . 
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Soyrce 

TABLE 1 

NORTHEASTERN AND SOUTHEASTERN 
UTIUTIES PURCHASING APPROXIMATELY 

6 MIWON BARRELS PLUS PETROLEUM IN 1993 

Ulllill!lMillllb State BIDlllli 
(000) 

Florida Power & Light Florkta 37,902 
Company 

Canal Electnc Company Massaehusens 7,688 

Flonda Power Corporation Florida 10,786 

Long Island Lighting New York 9,74 7 

Company 

Avoraoo 
Sulfur 
~onllllll 
(Percent) 

I 57 

I 54 

I 85 

0 90 

U.S. Department ot Energy. Energy lntormatoon 
Administration, Electric ppwer Monthly Am !I 1 994 T nblo 
65. 



.. ... 

TABLE 2 

POTENTIAl SOUTHEAST RESID SUPPUERS 

Acl!ye Companv 

Amerada Hess Corp. 
BP Nonh America 
Chevron lnlernallonal 011 Co 
Clarendon Markelrng. Inc. 
Clark Od Tradrng Compar.y 
Coastal Fuels Marketrng. Inc. 
EnJOt Inc. 
Global Petroleum Company 
lnternor Trade. Inc. (Brazil) 
John W Stone Orl Dist. 
Koch Fuels 
Kerr McGee 
Las Energy Corp. 
Lyondell Petrochemical Co. 
MetallegeUschalt Corp. 
Nonhoast Petroleum 
Petrooras 
Petrolea 
Phrbro Energy Inc 
Rro Energy International 
Stewar1 Petroleum Corp 
Sunnos lnleroil. Inc 
Sun 011 Tradrng Company 
Tauber Oil Company 
Texaco 
Tosco Oil Company 
Transworld 011 USA 
Trrn1oc 
Vrtol S.A. Inc. 

YES 
YES 
NO 
NO 
NO 
NO 
NO 
NO 
YES 
NO 
YES 
YES 
NO 
YES 
NO 
NO 
YES 
NO 
NO 
NO 
NO 
NO 
YES 
NO 
YES 
YES 
YES 
YES 
NO 

Previous 
SuppUer ot FPL 

Cootract/Spo! 

YES/YES 
YES/YES 
NO/YES 
YES/YES 
NO/YES 
YES/YES 
YES/YES 
NO/YES 
NO/NO 
NO/NO 
NO/YES 
NO/YES 
NO/YES 
NO/NO 
NO/NO 
NO/NO 
NO/NO 
NO/YES 
NO/YES 
YES/YES 
NOfNO 
YES/YES 
NO/NO 
NO/YES 
NO/YES 
NO/YES 
NOINO 
NO/NO 
NO/YES 

Source: Data provided by Florida Power & Light Complny UunelO, 1995) 

Note: I) Thh tahk sHWs as the lbt for bod! contnc:t aM spot 1uppA1rt (T..W.l I Tablel) 


	11-28 No. - 2005
	11-28 No. - 2006
	11-28 No. - 2007
	11-28 No. - 2008
	11-28 No. - 2009
	11-28 No. - 2010
	11-28 No. - 2011
	11-28 No. - 2012
	11-28 No. - 2013
	11-28 No. - 2014
	11-28 No. - 2015
	11-28 No. - 2016
	11-28 No. - 2017
	11-28 No. - 2018
	11-28 No. - 2019
	11-28 No. - 2020
	11-28 No. - 2021
	11-28 No. - 2022
	11-28 No. - 2023
	11-28 No. - 2024
	11-28 No. - 2025
	11-28 No. - 2026
	11-28 No. - 2027
	11-28 No. - 2028
	11-28 No. - 2029
	11-28 No. - 2030
	11-28 No. - 2031
	11-28 No. - 2032
	11-28 No. - 2033
	11-28 No. - 2034
	11-28 No. - 2035
	11-28 No. - 2036
	11-28 No. - 2037
	11-28 No. - 2038
	11-28 No. - 2039
	11-28 No. - 2040
	11-28 No. - 2041
	11-28 No. - 2042
	11-28 No. - 2043
	11-28 No. - 2044
	11-28 No. - 2045



