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November 9, 1994 

fl " p w , Lt t C 11p II p O B • 

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

Re: Docket o. 940001-EI

D ar Ms. Bayo: 

Enclosed for filing with the Commission in Docket No. 940001-EI are 
the follo,.ring: 

FPL' s Request for Confidential Classification. Fifteen copies 
of FPL's Request For Confidential Cl ssification of Certain 
Information Reported on the Commission's Fonn 423-l(a) with 
Attachments B, c, D and E are enclosed. The original Request 
for Confidential Classification of Certain Information 
Reported on the Commission's Form 423-l(a) with Attachments A, 
B, c, D and E is enclosed. Please note that Attachment A is 
an unedited Form 423-l(a) and therefore needs to be treated as 
confidential. 

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

Sincerely, 

t -

Steven H. Feldman 
Attorney 
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BB ORB THB 

PUBLIC SERVICE COMMISSION 

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

) 

) 

) 

Docket No. 940001-EI 

____________________
) 

REQUEST roR CODIDENTIAL 

CLASSIFICATION OP CERTAIN IDORKATION 

REPORTED O THE COMMISSION'S PORM 423-l(a) 

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

Rule 25-22.006, Florida Power & Light Company {"FPL") requests that 

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

confidential information certain information reported on FPL' s 

September, 1994, 423-1 {a) Fuel Report as delineated below. In 

oupport of its request FPL states: 

1. FPL seeks classification of the below specified 

information as proprie�ary confidential business information 

pursuant to § 366. 093, F. s. 

provides: 

In pertinent part, §366.093, F.S. 

{l) * * * Upon request of the public utility or 
other p rson, any r cord received by the co i ion 
which are shown and ound by the co i ion to be 
proprietary confidenti 1 busines information hall b 
kept confidential nd hall be exe pt fro • 119.07(1).

(3) * * • Proprietary confidenti 1 bu ine 
information includ , but i not li ited to: 

{d) Info 
contrac ual data, 
the e orts of th 
contr c for good 

ation cone rning bid or 0th r 
the di closur of wh ch would i pair 

public utili y iliat to 
or rv c on t 
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2. In pplying th t tutory t nd rd delin t d in par graph

rits ot publ c

1, th Co ission is not r quir d to eigh the

diaclo ure relative to th int re t o utility cu to ers. Th 

i au presented to the Commis ion, by this ple ding, i wheth r th

its within th statutory 

information sought to be pl'.'ot cted

information,

d inition of propri tary confidential busines

§366.093, and should therefor be exempt fro §119.07(1).

3. To establish that m terial is proprietary confidential

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

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

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

utility to contract for goods or services on favorable t rms. The

Co ission has previously recognized that this latter require ent

do s not necessitate the showing of actual impairment or the or

demanding standard of ctual adverse results: instead, .l t must 

si ply be shown that disclosure is "reasonably likely" to i pair 

the contracting for goods or services on favorable terms. see 

Order No. 17046, at pages 3 and 5.

4. ttached to this pleading and incorporat d herein by

reference are the following documents:

Attachm nt A) A copy of FPL's septemb r, 1994, Fo 423-l(a) with

the information for which FPL seeks confident al

classification highlighted. Thi docu nt is to b 

treated as confidential. 
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Attachment B) An dit d copy of FPL's Septemb r, 1994 Form 423-l(a) with the information for which FPL s eksconfidential classification edited out. Thia document m y  be m d public.
Att chm nt C) Thia document is a line by line justificationmatrix identifying e ch item on FPL's Form 423-l(a)tor which confidential classification ia sought, along with a written expl n tion demonstrating thatthe information is: (1) contractual data, that (2)the disclosure of which would impair the efforts ofthe utility to contract for goods or services onfavorable terms. 

Attachment D) The affidavit of Dr. Pamela c meron. Dr. Cam ron'saffidavit was previously filed with FPL's originalRequest For confidential Classification or certainInfonnati on The commission's Form 423-
li.Al on March 5, 1987, in this docket. It isrefiled with this request for the conveni nee ofth Commission. Attachment E updates Dr. ca eron'saffidavit. 

Attachm nt E) The affidavit of Eugene Ungar.

5. Paragraph 3 identifies the two prongs of §366.093(3) (d), F.s., which FPL must establish to prevail in its request forconfidential classification of the information identified byattach nts A and c. Those two prongs are conclusively establishedby the facts presented in the affidavits attached hereto asAttach ents D nd E. 

contractual data.

First, the identified information is
Second, disclosure of the information isreasonably likely to i pair FPL's ability to contract for goods andservices, as discussed in Attachments c, D nd E.

6. FPL eks confidential cla ification of the p r  b rrelinvoice price of No. 2 and No. 6 fuel, and r lated in o at on, thp r b rrel t rminal ing nd tran portation charg , and th p r 
3 



• • 

b rrel p trol um inspection ch rges delineat d on FPL's Form 423-

1() Fu 1 Report as more specifically identified by Attach ents A 

nd C. 

7. The confidential nature of the No. 6 fuel oil information
FPL se ks to protect is e sily demonstrated - once one understands
the n ture of the market in which FPL as a buyer must operate. The

rket i No. 6 fuel oil in the Southeastern United Stat s and that
arket is an oligopolistic market. See Cameron and Ungar

affidavit§. In order to chieve the best contractual prices and
terms in n oligopolistic market, a buyer must not disclose pric
concessions provided by any given supplier. Due to its presence in
the arket for No. 6 fuel oil, FPL is a buyer that is reasonably
likely to obtain prices and terms not available to other buyers.
Therefore, disclosure of such prices and terms by a buyer, like FPL
in an oligopolistic arket, such as No. 6 fuel oil, is reasonably
likely to increase the price at which FPL can contract for No. 6
fuel oil in the future.

8. The econo ic principles discussed in paragr ph 6 and Dr.

C eron's affidavit are qually applicable to FPL's contractual 

d t relacing to terminaling and transportation charg s, nd 

p troleum insp ction servic s as described in E. Ungar's af idavi 

9. The Co ission need only ake two finding to gran 

contid ntial classification to the No. 6 fuel oil into tion 
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• 

identified s confid nti l in Att ch ent C nd o, to wit : 

o. 6 uel oil d ta identi ied is contractu l

( } Th t th 

data. 

(bl That FPL'• bilitY to procure No- 6 uel oil, termin ling

nd tranaportat on &ervices, and p troleu inspection

servic s is re son blY likely to b ilDpaired by the

disclosure of the <nformation identifi d because: 

(i) Th rkets in which FPL, as a buyer, ,.ust procure

No. 6 fuel oil, teri•in ling and tr nsportation

s rvices, nd fuel inspection serv,ces are 

oligopolistic; and

(ii ) pursuant to econo•ic theorY, a substantial buyer in 

an oligopolistic arket can obtain price

concessions not available to other buyers, the

disclosure o which would end such concessions,

resulting in higher prices to that purchaser-

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

,nformation, identified in Attachments A and c as confidential

informat,on, is inherent in the bidding proc ss used to procur No -

2 fuel oil - without confidential classification of the price FPL 

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

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

is expected to converge on the 1ast reported public price, thereby

eliainating the probability that one supplier will substantially

underbid the other suppliers based upon that supplier's own

econo ic situation - si,e Un<IH aff\dl\V�• consequentlY, disclosure

is r asonablY likelY to impair FPL'S ability to negotiate future

No. 2 fu l oil contracts.

5 
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11. PPL r qu •ts th t th Co1111ni sion •ake the f oUowing

findings With r sp ct to the No. 2 fu 1 oil inform tion identified

in att ch nts A nd C: 
a. That th No. 2 fuel Oil data identiti d ia 

contractual data; and b. Th t PPL•s ability to Procure No. 2 tu l oil io

r asonably lik ly to be iapaired by th disclosure

of the information ident1fied b cause: 
(i) the bidding Process through Which PPL obtaina

Ho. 2 fuel oil is not reasonably •lCpected to 

Provide the lowest bids Possible it diac10 ure 

of the last winning bid is, in ett ct, ad 

PUblic through disclosure of PPL•s Pon, 423-

1 (a) 

12. Addi tionau y, FPL believes the importance of this data to 

the suppliers in the tue1 11arket is Potently deaonstrated by th 

blossoaing ot Publications Which provide Utility report d fue1 data

froa PEJ!c Por,, 423. The disclosure of the intonaation sought to be 

Protect d herein Will no doubt create a cottage industry of desktop

PUblishers ready to •erv the 11arkets herein identiti d.

sp citi d in Attachment c. 

13. PPL requests that the information tor Which FPL s eks 

confidential classification not be declassified until the dates
n ceaaary to allow PPL to utilize its 

The time PeriOds requested are

tu ure contracts.

n gotiating future contracts. Disclosure Prior to the identiti d

d t of declaasffication wou1� iapafr FPL• ability to n gotfa e 

ark t pr sence in

14. The aterial identiti d a confid n i 1 into

tt ch enta A and c ia int nd d o b and i
6 

tion in
r ted by FPL
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priv te, and has not ctherwis been publicly disclosed to the b st

of FPL's nowledge and belief. 

WHEREFORE, FPL respectfully requests that the Co is ion

classify s confidential infonnation the intonn tion identifi d in

ttac ents A and c which ppears on FPL's unedit d Fon, 423-l(a),
Oat : Nov Jnber 9, 1994

\f uet. ep

7 

Respectfully submitted,

Steven H. Feld anAttorney
Florida Power & Light CompanyP. o. Box 029100 Mia i, Florida 33102-9100(305) 552-2724 Florida Bar No. 0869181
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Ju Ille 11011 tor Co11t1de1111 Illy tor Sepr.,,,ber, 1994 R•Pott:
t:Qf!M 

� 423-1 (a) 

Docket No. 9400o1-e,Nov tnber, 1994

C LUMN
.fiATIQNA1£

8 -29

H 

423-l(a)
8 -29423-l(a) ( 1) 

(2) 

8 -29

J 

(2), (3)

423-1 (a)
8 -29

K 

423-1(a)
8 -29

(2) 
L 

423-l(a)

(2) 

8 -29

M 

(2), (4)

423-l(a)
8 -29

N 

423-1 (a)
8 -29

(2), (5)
p 

423-1 (a)
8 -29

(6), (7)
0 

423-1 (a)

1 - 7 
(6), (7)

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

-----------------------------------------------------Ratronaie tor contlde1111a111y, 

(1) This information is conrracrua, information Which, if made Pllblic, •would impa;r the

•ffotts of (FPL} to conrracr for goads or serv;c s on favorat,/e terms.· SllCfion 

366.09� (3} (d}, F.s. The informafon de/ineares the Prica FPL has Paid for No.

6 tu I 0,1 per barre/ for SJl8cif,c shipments from spec;fic supp/iers. This information

Wou d allow SUppliers lo comPare an individual SUpP/ier's Prlca ·rh the market

Quore for that date of d livery and thereby determine the contract pneing formula 

betw en FPL and that SUpPlier. Cont,acr Prleiag formulas generally contain two comP0nenrs, wh ct, are: (1 J 8 

m�rkup in the market Quo18d Price tor that day and (2} a transpatfalion cha, tor 

de/,very at an FPL chosen P0tt ot delivery. Discounts and quality adjustment

comP0nenrs ot tua/ Pnce contract formulas are diseussed In Paragrap 3 anc1 4.l



• 

Disclosure of the invoice p:ice would allow suppliers to determine the contract 
price formula of their competitors. The knowledge of each others' prices (i.e. 
contract formulas) among No. 6 fuel oil suppliers is reasonably Ii ely to cause the 
suppliers to converge on a target price, or follow a price leader, effectively 
eliminating any opportunity for a major buyer, like FPL, to use its market presence 
to gain price concessions from any one supplier. The end result is reasonably 
Ii e y to be increased No. 6 fuel oil prices and therefore increased electric rates. 
Please see Dr. Cameron's affidavit filed with FPL's Request for Confidential 
Classi ,cation which discusses the pricing tendencies of an oligopolistic market and 
the factual circumstances which identify the No. 6 fuel oil market as an oligopolistic 
market in the Southeastern United States. As Dr Cameron's affidavit discusses, 
price concessions in an oligopolistic market will only be available when such 
concessions are kept confidential Once the other suppliers !earn of the price 
concession, the conceding supplier will be forced, due to the oligopolistic nature 
of the market, to withdraw from future concessions. Consequently, disclosure of 
the invoice price of No. 6 fuel oil paid by FPL to specific fuel suppliers is 
reasonably likely to impair FPL's ability to negotiate pnce 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 independently,
could allow a supplier to derive the invoice price of oil.

(3) Some FPL fuel contracts provide for an ear1y payment incentive in the form of a
discount reduction in the invoice price. The existence and amount of such
discount is confidential for the reasons stated in paragraph (1) relative to price
concessions.

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

(5) This column is as important as H from a confidentiality standpoint because of the
relatively few times that there are quality or discount adjustments. That is, column
N will 9qual column H most of the time. Consequently, 1t needs to b protected
for the same reasons as set forth in paragraph (1 ).

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

2 
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(7) Terminating and transportation services in Florida tend to have the same, if not
more severe, oligopolistic attributes of fuel oil suppliers. In 1987, FPL was only
able to find eight qualified parties with an interest in bidding either or both of these
services. Of these, four responded with transportation proposals and s x with
terminating proposals. Due to the small demand in Florida for both of these
services, market entry is difficult. Consequently, disclosure of this contract data
is reasonably likely to result in increas9d prices for terminaling 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 were found for FPL's bid 
solicitations. Consequei1tly, disclosure of this contract data is reasonably likely to 
result in increased prices for petroleum inspection services. 

(8) This information is contractual information which, if made public, ·would impair the
efforts of (FPL) to contract for goods or services on favorable terms.· Section 
366.093 (3) (d), F.S. The information delineates the price FPL has paid for No. 
2 fuel oil per barrel for specific shipments from sp cific suppliers. No. 2 fuel oil is 
purchased through a bidding process. At the request of the No 2 fuel o I 
suppliers, FPL has agreed to not publicly disclose any supplier's bid. This non­
disclosure agreement protects both FPL's ratepayers, and the bidding suppliers. 
As to FPL's ratepayers, the non-public b dding procedure provides FPL with a 
greater variation in the range of bids that would otherwise not be available If the 
bids, or the winning bid by itself, were publicly disclosed. With public disclosure 
of the No. 2 fuel oil prices found on FPL's Form 423-1 (a), the bids would narrow 
to a closer range around the last winning bid eliminating the possibility that one 
supplier might, based on his economic situation, come in substantially lower than 
the other suppliers. Non-disclosure likewise protects the suppliers from divulging 
any economic advantage that supplier may have that the others have not 
discovered. 

3 
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--
--

-
-
-
--

-
-
----

-
------------------------

-
-
-------------D te of Decla lffcatlon: 

FORM LINE(SJ. 
�OLUMN DATE 

423-1 (a) 8- 9 H-N 3/16195 
423-1 (a) 10 H-N 3/15196 
423-1 (a) 11 • 29 H-N 03/31/95 
423-1 (a) 8 · 29 p 3/31/99 
423-1 (a) 8 · 29 

a 06/30/96 
423-1 (a) 1 • 7 H, I, K, L, N, A 03/31/95
-----

---------------------------------------------------Rationale: 

FPL requests that the confidential information identi 1ed above not be disclosed until the
identified date of declassification. The date of declassif1cat1on is determ ned by adding

6 months to the last day of t e contract period under which the goods or services
identified on Fom, 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 Ii ely to impair FPL's ability to negotiate future contracts as
described above. 

FPL typ'cally renegotiates its No. 6 fuel oil contracts and fuel related services contracts
prior to the end of such contracts. However, on occasion some contracts are not
ren gotiated, until after the end of t e current contract period. In those instances, the
contracts are typically renegotiat d within six months. Consequently, it is necessary o
manta n the confidentiality of the information "denti ed as confidential on FPL's Form 423·

1 (a) or 23-1 (b) for six months ufter the end of the individual contract p riod the
informa ion relates to. 

With respect to No. 6 fuel o I price information on the Form 423 · 1 ( a) or 423-1 (b) for oil
that as not purchased pursuant to an already ex sting contract, and th terms of 
agreement und r which it is purchased are fulfilled upon delivery, FPL requ sts the price
information id n · ed as confdential be ept confidenti for a p riod of i m.>nths a er
the delivery. Six months Is the minimum amount of t1m n c ss ry or con i nti ny o 
the a types of pure s to allow FPL lo U1iliz I s ma t pre nc In ainin price
concessions during seasonal uctuation in the demand for No. 6 u I oil. Disclosure of
this inform tion ny soon r t n i month aft r comp! tion of th ran ·on i



re onably likely to impair FPL's ability to negotiate such purchases.
The No. 2 luel oil pricing onf ormation appearing on FPL's Form 423-1 ( a) or 423-1 (b ), for
wh ch confidential classification is sought, should remain confidential for the time period
the contract is in effect, p!us six months. Disclosure of pncing information during the
contract period or prior to the negotiation of a new contract is reasonably likely to impair
FPL's ability to negotiate future contracts as described above.
FPL typically negotiates its No. 2 fuel oil contracts prior to the end of such contracts.
How ver, on occasion some contracts are not negotiated, until after the end of the current
contract period. In those instances the contracts are typically renegotiated within six
months. Consequently, it is necessary to maintain the confidentiality of the information
identi aed 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. 

s 
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ATTACHMBNT D 

llfOII THI

noaJDA PUILIC SEIVICI COMMISSION

) 
DISTRICT OF COLUMIIA ) 11 

) 

AFFIDAVIT 
Docket Ne. 110001-11

Before mt, the undtnianed authority, Pamela 1. Camtroa •POUrld, """°t>.ina duly swore by mt, sajd aad tatirMCt

I. INTIODUCTIO

My naaM is h11Mla 1. C11Mroa; my busiNII lddreu is I IOO M Strfft,N.W., Suit• 600 Sout , Wuhiaatoa. D.C. 20036. I •• tmploytd by tht NationalEc:ooomic Researc:b Associates, lac. (NEJllA) u a Staior Analyst. I rtctivtd my 8.S.in Business Administntioa from Tuu Tech Univtniry in 1973, my M.A. inEc:ooomiQ from the Uaivtniry ot Oklahoma ia 1976 111d my Ph.D. in Economicsfrom tht University o( Oklahoma ia 191S. My major fitlda o( study have beenIndustrial Orpajzatioa, Public ruaaace aod EcoDOGMtrica.
Since 19 2, I ha� beea employed by ecoeomic IDd rtaulatory c:oruultinafinm providiaa Mnicel reladq ID utility reau tioL I bavt dirtcc.d numerousprojects includiq 11111bt ualys� au eequisitio■ ud contract n aotiatioa, andalternatjve r II tva.luatioa.

I hav• beta ukld by Florida Pow r and Liaht Compaay (FPL) to evaluatetht market in whicb FPL b11ys r I oil and to dtterauoe what impect, if any, public:disclosure or c:erwa r I tn 

rattpayen. SC>teif'JC&lly, the daca I will addrea is tht d tai td price in(ormation

tio data is lilctly to have oa FPL and iu

r por d on Florida Public n' Co m' io Form 4231.

nera· 
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n. i of P Uc ditclosurt ol prict ialor tioa dtpcDdl oa the 

structure of the awkt iavolvtd. ID t (ollowin1 sectio I discua economic 

f nmework (or evaluatiD1 the stnac:turt o( markets, the rolt o( disclosure in 

oliaopolistic markets aad rev�w the circumstucet o( FPL's fuel 011 purchases usina 

this f nm work. TM final sectioD surncnariul my coachasiou. 

II. THI ECO OMIC THEORY or MARKETS

Economic theory predicts that the behavior o( individual firms and the 

conseq ent market pcrform1nc. will bt determin d laratly by the suuctllre of the 

relevant marktt. Tht stnac:ture or markets nnae from hiahly competitive to virtual 

monopoly dependin1 upoD svc: f acton u tht number and siu o( firms in the 

market, tht het roatn.ity o( products and disuib11tioa chuntll, the eut with 

which f'11ms can enter and leave the market, and tht dearM to which rirnu and 

consumen possess inf ormatioD abo11t tht prices and products. 

Usina these four basic criteria or characteristics, economists distinauish 

competitive, oliaopolildc ud mooopolistic markets. For uampi., a competitive 

market is chancttriud by the (oUowiDs (I) firms produce a bomo11neous product; 

(2) thtrt an y buyen ud ,eU.n IO that sa.ltl or purchasel o( eacll art small 

in relatio to tht tocal maruc; (3) entry into or ex.it from t market it not 

coutraiMd by tc0DOmic or lepl barriers; and (4) firm1 aDd couumen havt aood 

informatioa rep,diDI alttnaativt prodvc:u aad the prictl at which t ey art 

availab • Undtr that circumstucet individual buytn aDd sen n have only an 

imperc ptib inOueDCt OD tht arktt prict or t t ctio 

E ch buyer and Utt cu indtpc dtntly since th 

marktt outco 

o( ot n ia the market. 

actio will not affect th 

Aa oliaopolistic i d uy · o in whic t t a mber o( II n is small 

enoua (or t activitia of sel n o aff tet ncb ot r. 

nera-

in t output or 
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tht price ol OM firm will atrtct t IIDOUDCI •hie� other Mllen cu MU lad the
pric11 that they cu charat. Oliaopolistic industtitl may MU eithtr ditf treatilfad
or omostNO prod1:eu and art usually characttriud by hiall rrien to tatry. 
Becaus. o( the inttrdcpendeoc. o( supplien. tilt tiu1111 to whicla they art in(oraed
with rt1PtCC to tilt actiou o( other l'Vtiea in tht market will arrtee their behavior
and the perlormance o( tht market.

A IDODOpolistic market ia ON in which a sinalt seller C0Dtroll both the
price and output o( a produce tor whicll there are no close subttitut11. There art
also siaauaac barrien to prevent ot,.en tro111 enttriaa the market. la this instance. the sela.r knows the details o( each tnftlactio■ and there is no dear
dvantaae to the buytr in keepina theM dttaib confidential.

It is clear tvta trom tho brie( discuaioa that I determination oC the
likely ettecc o( the disclosure o( the term.a and conditiou o( transactions depends
on the t� o( market involved. la determiaiaa the structure o( FPL's fuel oil
market, I bavt reviewed tilt sel n ud buytn operatina ia th11t markta, rhe
homoaeneity o( the Prod&aet, the facton 1overaia1 entry or t.ut trom the markets
and the ro ol intonnatio■. n.. review indicates that the t I oil market in • ich
utiliti11 ia the Southnst purclaue 111pc,liel ii oli1o00listic. nae ia, the actions of
OM fina •ill altect tM pric' ud OUtp I dteisiou o( 0 r Mil n. Tht 
inttrd peadeace amoaa t oil s pplien is compou d-s by the pr ace in th
ma,ktt o( a tew very purcJaattn. s&aell u FPL. The tollowina tio 
dtscribe dctaila of ■a elaboratio■ o( the conseq nca o( tra tio discl ure 
in this type o( market, my market tVII tio a d my C0DCI io

ner 



Ill. lfRCT Of DISCLOSUII IN OLICOPOLISTIC MAIXITS 

A brief' review of' the roi. that stcrecy p YI i■ olitopoly tMOry is 

elpf'ul ill undentandina tM pricina policiel of' oliaopolis and the predicted impact 

OD (uel costs. 

All oliaopolistic market structure is chancttriud by competitioa or 

rivalry amoaa the few. but the number o( firms in a market does not determine 

conclusively how the market functjou. In the <'IM of' oliaopoly. a number o( 

OUlCODMI are poaib141 depelldina upoa lM dearN to whicll the fir1111 act either as 

riva or u cooperaton. Sellen have a commo■ aroup interest ill kNpina prices 

hitll. but have a conflict of interest with respect to market share. 

The maft11em11t o( oliaopolistic finu recoaniza that. aivea their mutual 

interdependence. profits will be hiahtr whea cooperative polic" are punutd than 

when each fina ICU only in its owll narrow self-interest. I( firma are c;ffertd the 

opport\lnity to collude. oliaopoliltic markets will tend to uhibit a ttndency toward 

the muimizatioll o( collective profits (the pricina behavior usociattd with 

monopoly). However. coordiaatio■ of priciat policiel to muimja joiat profits is 

not euy. especially where COit ud market share di((erences lad to conOictina 

price and output pref ere■c. amo■a r111111. Coordiutioa ia couiderably ten 

diffielalt w .. oUaoc,oUta cu COIIUlluica• ope■Jy aDd (tMly. ht the antitrust 

laws. w icla .,. eoacefMCI •ilia iahibiti■t monopoly prici11. IDlb oven cooperation 

unlawful. Tlaere are, bowner, subtle ways of coordiuti11 pricint d4tcisio which 

are both ltpl IDd poteatially ef(ective if ditcipline cu be maintained. 

One meam of coordiaatint behavior witllout runaiaa aloul o( law is 

price leaden ip. Price leadenhip cu ltD rally be viewed u a public sianal by 

firmJ o( tM chanaa ill th ir quoted prica. I( eacla firm knows t t its price cuts 

will be quickly matched by its rivals, it will have mucla inc ntive to make them. 

nera-



By the same • SUPlllier kao.., I II ill riva11 .,.. Suttai■ • hi .... Ptice
quo,, o ly it o r rtrma follow with •arc in1 pi

Focal PGiot pricing it .... r Ulmp or olilOPolittic pricio1 that 111o..,
<oOrdioatioo witbo I •io tint the lltirn,,1 ...... Here, sel ti IHd to ldhe,. to
<eepted focal PGio11 o, 11t1e11 sue• II a publicly PGl!ed Price. ly Mlli11 ill

Price 11 tome focal PGia� • fira tac:idy •ncoun111 riYala to follow suit without
uod rc:u11U11, The PGl!ed prica published fo, Ylriou, ltldet ol fuel oil by "lion

ould serve U a focal PGiot for I I •- Other IYPII or focal poin11 iac:lllde
m1nurac111,. ._i.1tiooa• published list price,, or .... ,omea,.,., <eilioa pric:os. By 
1dherio1 10 ,_ 1«ep1ec1 '"•• , «<>rdioatioo it fac:ilitated od pri<a artare it
disc:ounatd. 

While olit0Polit11 ha.. iac:eoliv11 to <OOi>enta io maio!ljain1 Prica
above the comperiti.. l•••I, the,. are •bo di•isi.. '•-· Thero are ,.,,,.1
<onditioos which limit the likelihOOd 111d errecrivenau or <oOrdioatioo, 111 or which
ore related 10 tlla ability or I sin11a firm IO orrer price <011<.,.ioo, without fear ol
retali.1tioa. They iocllldo: (l) 1 sipif'..,.., ••mllar or seltan; (2) her....,•0ei1y or
Products; (3) ip o .. rhaod - co- widl 1c!ve,_ buti- <ooditioas; C•l
lumpi- Ud ior,eq IICy ia ..... _ ol Prod- lod (J) le<nq, lod ntaJi1-
tioa as.

A. De He•-•u $1y t( f1caa
n. s1nc1wa1 dlaeosioe •idl the -• obvio ioOuaac:,, o <oordin11ioa

is tho nu ber Ud Illa distributio of rum, io Iha lrket The trHt r I number
o( 1<lltt1 ia I llllrkat, ev tythi•t 11,a I -• re diffic:ult ii is to intaio 
a noncompetili._ or 1bova-con price. As I oumber or fir ioc:r •od 1
market share ol each d lina, fir .,. inc:reuinaly Pl to itaoro the err..,, or
their priciaa Ud output d itio oa ac:tio or 01 r fir la dditioa,

nera-
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number or r1tm iAcreues. the pro bility incrnMI that t o firm will ve 

to tr thU avtraa• c0111 aDd ID 1uraaiv1 pricina policy. Thtrtfort, aa oli1oc,oli1t 

io aa industry or 15 firms is ll\Ore likely to orrer secret discouoll and laa likely to 

� discovered thU ID oliaopolist iD aa industry or only thrN firms. 

•· PC94■c! U1ttro,111tt1

IC producll wert tnaly homoatneous or perfect substitutes in the

cons..am r's mind, price would � the only vuiable with which firllll could compete.

This reduces tb• wk of coordinatiDI, for finm muse couider only the price

dimeuioa. Wb a products art difrtrtntiated, the ttrms ol rivalry become

multidimensional and considerably more complu.

c. Qnrb11• Cuts

The ability of oliaopolists to coordiaatt is ,erected in a variety of ways

by cott conditions. Gentnlly, the artattr the difrerenc• iD cost structures

between firms, t t mort trouble tJ\t rums will havt rnaintaiDiDI a common price

policy. Thtrt is also evidence that indusuiel chancteriud by hi&h overhead com

ar particularly susceptlble to pricioa discipliM breudowu w a a decliDt in

demaDd fore• the iDd•trY to open• �lo• capacity. Tht industry chancteriud

by hiah fixed c0111 surren more w • dtmaad is deprttlld because o! moaa

ioductmen11 toward price-cuttiol aad a lower noor (nwsinal c01t) to price

deer ues. (Prict-C\lni a wW bl checked at biper prictt w a martinal cotts art

hiah and fixed COIII.,. n tiv ly low.)

D. L••·••m ... Jl[[!HIICJ of Qd•n

Profitab taeit coitus" oa • ort liktly w • ord n are Slftall, r req ent

and reaular, si t tion a d retaliatio are r un r t c·rcumsta ces. 

Any dee· io to undercut a prict o w icb ind try mben v itly 11r ed 

r quires a balancina of problb a•i 111i t • likely costs. Th aaia fro 

nera: 
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increutd pro bility of ri I I profitab 

c uina t • pr� ri'ltl rro t

'Thi cost arises fro• 'acmMd 

otd r 
ot' t 

d art r s marktt. 

pro ability of rival rnctio drivina do•• t vel of future prices and. t ref on.

1ains will obvio ly be tara r w tht order at stake

· Iara•• Abo, 1M amo al of iarorma1ioa • fir• coav•Y' 11>o•• ill prici•I 11ntt1Y

market increases wit tM number of transaetio or pric•

to othtr (irlDI ia t 

OwlY, lho lal rreq .. ollY or rs ue pl>Ced, tho I .. Ukaly dctoetio•

quotes. 

ould be. 

t. St!nSJ 11• ••s•Jl•S'tt Lea 

Tho tona r 1M ..Sverll .. -.. - of rival retalialioa cu bo dclayod,

1 • .,.,. 11uac:1iv• ••rc•ttioa 1ho acc1.,...S prico '"""'",. be<•-· OM .....,

or rorestalliOI retalialioa ii to anal secrel prico C\lll, Ir prico ii Ibo,.. °"r11oal

cos• and ir pric• ••-ioOI ••• ,-oably bo ,,poc:tod to remaia _.,, oliaopo•

lists ave t • incentive to en1•1• ia secret price shadina.

feat or r talialio ii DOI limited j .. l 10 rnr or matclled price c•ts by

Ol t .. u rs ia tho _... ,. disclol ... of ...... prico .. -iou lO ... b•Y"

may lead o r b yen 10 dilmud eq ueatm1•L TM result ould be aa erosion

rs or a wi 

of ind uy proCia II tM price 4-eli..- 10 acco moda o r 

drawtl or price cooc:wioM ..

disui utio• ot' yers in t •

ii u i poruat
TM a 

factor w rt r

t I \ar ptrct t of

ktt ii a sianifi nt

o Of a

ret 

\ r ii \ik ly to unl)Ole Sil ifi
cosu 

price concc io 0 tboM b yers by I

(t at . r u t ia siaaif ,c:ut or for t re i11ill1 \ rs. s·ac• dis•

• 

c\OIUfl of r t prkt co io ia t 11 more likely 0 pro pt

do t ID \4 
or pr . CO C ioot IO ' \ ,. ins'1nir.ca t fi

r 
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it (ollows t t rat r thu risk u unprofitable price battle firw may CIIN 

ofrtriDI CODCtaiou. 

It ii not in the lona-rua inter111 o( tht r11a couideriaa Pfice 

c:onc:essiou to initiate price c:uta which would ltld to lower ma,ket pric11 aeeerally 

or ruinoua price wan. 11 knowltda• ol price coDCeaiou ltldl otlMr selltn to 

reduc price accordinaJy. Ille price-c:uttina firm will ION the market share 

advantaa• it could have aaiNd throuah secret price shadida. lnduatry prolita will 

be lower du. to the lower price levels. There(ore, aivea that any price concessions 

will bt disclosed, the m01t profitable strateay ii more likely to bt to re(raia from 

orrerina price concessiona. Eliminatina opportunitiee for MC:ret act»a (by di1elosin1 

price. (or eumple) would areatly reduce the incentiYe to oliaopolista to o((er price 

conc:asiona. 

IV. MARKET EVALUATION

After reviewina the theoretical criteria UJed by economists to evaluate
market structure witJa FPL penoaael knowledanble ia the ar• o( f ouil-fuel
proc:urtmtDt, I requar.d &Dd wu provided with eaeatw ma,ket data II asary to
anaJyu the market ia wluc: FPL purch.,. No. 6 r I oil (r11id). Th data, 
toaether with o r p blisMd ia(ormatioa, were UMd to de rain. stn,c:ture or 
the cnatktt. 

A. Mt1kt1 s1nsn,n

� product nder c:oruidtratioa is r11id Ud itl pri a,y p re n ar 
utilities. FPL located ia t Sout t aDd. btca or its aeoarap · loc:at' on. 
purc:hua r id primarily (ro refi ri in the G C t area or t Carib an. 
Transportatio c:01t1 limit t a,arktt to t ar alt uah it ay bt poaib to 
pick up distr c:ara from 01 r oa t pot r et. r ajor 
purc:h n or r aid (rom the Gulf C t and Carib are utilititl • t 

ner 
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0... to lddatio tra c 11. ho ever, utiJitiee ia tlwt Id bt Ullliktly � p re raid (ro19 DOnn ... q,a r fi .. r-. n. t does DOt hav• � It refioery caPICity to mMt the dtmud ia thac areaDd ii. thtre(ore. a aet importer o( raid from t e CuJI Cout aod f orti1a suppl-,Th ref ore. the ortheut 14d So t t are sepan • b t re tld. markets.
FPL purchuea raid ia very lar1e quaatitiel, u.tua!Jy ia bar1e or ship lots(J00,000 to 200.000 barrels or more). fa 1916. FPL purchaed 25,460,637 barrelt orlow-sulrur r id, the majO<i1y or hie� (6.1 porcea1) - ulldor -i••·tera (o ...to t o-yeu) coatrac11. TIM remainder wu PUtehlMd oa tlwt sooc market. Thereue very few buyen ot raid ia t1't market •ho purchue quutitiel IPOt01Chia1 thelevels consum.d by FPL. Table I shows tlwt relative siie o( purchua for themajor consuntina utilities ia t Sout t and the NortJleac. 0( the 10 utilitieswho hid pure- or more lllu l00,000 bomb per moot� ro, lho /uly 1hrvu1hSeptember 19U period. FPL ii clearly the 1in11t most impona.iu buyer ia terms orsize. 0 ly one of the other utilities is located ia the Southeut.

The tatty req ire •11 tor sel n ia dlia market are nabltutiaJ. Sellenmust bt capable of 11Metia1 aU ot die utility•• •P1Cuacatio• iacllldina quuriry indquality ((or e pie. muuaua 1111tv. 1od water coa at). Supc,r n m t eit rr ti or ther 18d b ad CMIOII rroa refi ies to u le specif"acatio
The CIOital AC111in ... 11 UIOCiatld with b ildiq or buyin1 a refinery arecertaiaJy subs,._,.__ Aaodie, viable optio for tatry iato tltia marker ould be u1 r I r, b r or tradtr. AU of t ae Patticipetioa would r uire 1tinaociaJ P0titioa ia t oil to be sold. At t ii I, t ntrut ould 111 r car1011 fro retinen or other t�n and b Dd (ii r ired) to rk tab specificatio . The prinwy facllit r uire t o Id bt ta11kt to bold oilfor r or to bl ra0111 Assumina t • • traat i ndl o JI to utiJif •

ner · 
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miaimua p rchue quaaticy Id bt aP9ro1ima ., 100,000 co l 10,000 barrell. 

This would rte>nMlt ON bar11 lot It ii pouiblt to leut tub widl 1titaton (or 

bltndina. 1M t nuiblt approecll wollld bt co 1.... a 250,000 barrel tuk. Titil 

ould accommodate two bar11 loedl or ON mediu■ capacity v ... 1. Tiwt c01t (or 

2SO,OOO barrtla or lnsed stona, would bt aP9roajmarely S0.01 per barrel per day or 

S0.30 per barrel per month. Total tuk cost (uaumiaa ruu utilization) would be 

appro1ima ly S7S,OOO per month. 

TM prospective reseller would alto a.-S to have opea liMt o( credit to 

finance oil purchaNI until paymeat wu received fro■ the customer. Auumin1 tht 

entrant inttnded to move a minim1a■ o( l ,000,000 bvrell per month, it would be 

necessary to fiunce 1ppro1imately SIS,000,000 for lS to 40 days. 

Althouall the currtnt benitn to entry into thia market u a refiner or 

resela.r an substantial, they would bt evea hiahtr nctpt that the depressed state 

of the oil industry hu crnted surplus refinery capecity and increuld the storaae 

tank capacity available for leue. Thi COit or th111 facilities will iacreut u the 

oil industrv improvt1 and the C\IITIDt s1arplus availability diminisha. Thus, it is 

reasouba. to anticipate that (unan eatry conditio will bt more. rather thaa teu, 

restrictive. 

A uw co pay collld allo ea r the kit • a broker llina small 

carao lots utilitiel. IJI dlil cue. the broker wo Id DOC vt co take a financial 

positio wi die prod\lCt ud wo Id act • a 

re ll n aDd custo rs. n. primary barr r o eatty at t

a r (i rs and/or 

v O Id bt 

oetd O VI established contacts witll rtfin "· tn '1 and po tnf l CUltO rl 

normally active ia t market. Ho v r, th' may bt a ry v· b app 

an nt rina compaay upeccs o ake utility sa For ua p • FPL info td 

n r · 



me t t they are itut to deal witla a bro r who doll DOC actually bold tide to 

the oil btiDI t01d u !his ould be considered a hiah-risk source. 

Table 2 preseats a list or currently active firms capab or supplyina 

raid to the southtuttna utility marktt OD a coatract ii. Tbil list repraeaa 

t • firms preMatly capable or supplyina tM southtuttna utility 1111rk1t. Some o( 

these firm abo supply resid to the 1111rktt ia the Northaat. TM list o( "°ttntial 

contract suppl.Mn to FPL is mewhat shorter. For eumple. been• o( the low­

sulfur requirtment. Laaovta S.A. ii DOt a preaeat supplier to FPL. but could supply 

other area utiliti11 with lat restrictive sutrur specif"acatiou. Laaovea refines 

Vtoezu a crude oil which hu a lliah-sulCur content. Othen. such u Seranat Oil 

and Gu Compaay and Torco Oil Cocnpany. sell primaraly to U.S. Gui( Coat 

resellen, but could supply utilities that ha" their own transportatioa and buy ia 

sufficiently Iara• quantities. la its tut request for bidt to supply requirements for 

1917 and/or 1911, FPL received 12 propoaala. Under circuanstanca where only 12 to 

20 firms cornpete for sales ia a market dominated by a few Iara• purchasen. each 

firm wi be cooctrNd with the ICtiom or pottatial ructions o( its rivab. The 

or a lar.. sale, suclla II u FPL coatnc:t. would uadoubtedly " a sianificant 

effect oa the market share ot n,-.

Some reriMn or rtMllln. p ot ordiurily cape o( or •illina to 

commit rao rct1 aec:ctary to wt tility specuacatio i o r to compet in 

the coatract matket for low-sull mid, may be po atial spot arktt supplien. 

Tab e 3 r ts finm ill this ca aory. Tb aumber or finm ia t is cat aory is also 

small Douala that y cn t be awan or a d coosi r t prices off ertd by the 

oth n ia th ir decisionmakina proc-. 

TM primary charac: riltic w ic distin1uish11 oliaopol' tic inar ti is th 

int r pend nee or t It n ia market. Ct arty, ia vi w of t re ata ely 

nera-
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small aumber ol Ml n, lM reattictiou oa Htry aDd t small aumber ol 1,,..
buyen, the bida ud pricta o((ered by ON Cu I oil suppl• will ha" u ,erect oa
the pricina policy and th• quantity sold by the remaiaiaa selltn. A fir• •ilhin1 ro
sell rHid to FPL iD this market canaot iaaon the actiou or prici•a dtcisiou of
other firms aad reuonably Hptct to profit io the lona tera.

•· ECfu& •C PiKiu•m

la Section m. tht role or ditcloeur• and the racton condueiv• to pric1-
cuttia1 ia oliaopolistic iodustti11 wu dilCUSMd. The aaalysil iadic:at11 that t
Cacton which facilitate secret discountina an alto prtttDt ia the southeuttra
market (or raid. As discussed, there are current!y 12 to 20 finu capable of
supplyina resid in this market. Rt1tlltn or broken will hav. ditrerent cost
stnactura thaa rtfinen. The oil ·nctustry is typically claair-.d II a hiah ov rhead
cost industry. Contnca (or resid an Iara• and infrequent. The probeble net aains
Crom discountina are areater where ord n an Iara• aDd infrequent. la the absence
or public disclosure. price coacessiou could reasonably be upecttd to remain secret
for at least ooe to two ynn unct.r a Iona-term contnct. Aod fiuJJy, upected 
aaim to unct.rcuttiaa the iadustry price a Iara• buy r suell u FPL would
Iara• iC secrecy could be auulMd. AU o( thae market ctwac riatb whic ar
preseat ia the southaa ,. r11id market an cooduciv. to the arutu11 of pric
cone io • A limitlaa (actor. howevu, y be dixlolun o the k of secr y 

since pr,ce CODCellio a sioau • bu r sue FPL co Id m a a 

sianiCicut loll of ror t rt iniaa sell n. 

The aulysis of the r I arktt ia whicll FPL compe

, llen have a strona iaceative to 1ra1u price co ceuio • b t an

arant t 0 ly i( recy CID be urtd 

ner 
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oan,,ASrtaN AND soun,,ASTtlN 

IIT!tlllrs co 1/Af tNc AIPaoxllfA rr1"

soo,aoo IA••ru PtlJS ''l'lotrvAf '" "'°Nnr 
J 11 ••,..•• s.,, .... , Jtts 

Nu,at,e, ofLllilib'.l�QaL_ 0.Uve,y

aa,,..,

---

-lGiara..__
� 

-

�b1111a_
(I) 

(2) 

(J) 

Flor;da Po r aJ»d li11u
Cornoaay

July 

• 
Florid, 

Au1u,r

9 
Florida 2,920,00o

Stpcernt,e,

9 
Florida 1.0,,,00o

l.2'1-S,.302,00C)

Cana1 Elecrr;c CollJPeayJuly 

I 

�.-, ..

Auau,r

I 
M&saac•111er11 161,00o

142.tQGg1,963,00o 

Cenrra1 ffudlOn Ga, IDd£/�rr;c Co,nPloy July 

2 N,., Yort

Au1u,r

902,00o

Sepr nit,e,
2 

New, Yo,t
1,012.00o

2 N,.,. Yo,t 

-Jtz QGg2 ,-'<¥,OOo

Coa,"'°""'<11t11 Edioo., eo._.,
July 

• 
llUao;,

Con �ur lipr IOd Po,.,_
Co,nPlay 

Au1u,r

Av,,_,.
Sulfur

�a,,lll..(Pere,.,,
(4) 

0.IJ
0 ...
o.,,

2,0J 
2.09 

l,J2 
I.JI
l,2J

S..1,100
o.,, CollJolidoled Ecrioo., Coe111a1 of

J Co�,
696,00o

0,99 

N.., Yort July 
Au1u,r

Pt lftber 
• Yort 

1,220,00o
9 

,., Yort 

029 ·••.00o 029 
., Yo,t

J...QziQGQ
02,

J,10.00o
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ORTHIASTIRN AND SOUTHIASTIIN UTtLmu co UMIN<; APPIOXIMA nL y soo.ooe IAIIILS PLUS PlnOLIUM PII MONTH
J.1, t ,..,, s., ... .., I HS

Number o( 
Delivery 

Bane U&ili&xltdaa&b tQi1111 Sllll ti&a:balld
(1) (2)

(l} Florida Po r CorporatioaJuly 
7 Florida 730,SOO 

September 
7 Florida 

�l9QQ 
1,37◄,◄00 Lona ls ftd Liahtiaa Coms,uyJuly 

• Ntw Yortr l,◄99,000 
Auaust 

• Ntw York 1,636,000 
September 

• Ntw York IZZ OQa 
◄,007,000 •• Enalaad Powtr ComPUyJuly 

2 MUSIC t1I $91,000 
Sep mber 

2 MaaachUMt11
�l.12QQ 

1.2�.000 P aasylvaaia Pow r &Dd LipeComc,uy 
July 

6 P Dlllylvuia 506,000 
Aua t

6 Ptuaylvu,ia 1,393,000 
pttmber 

6 Ptauytvua 6QZ.OQQ 
2,506,000 

TOTA 

23,976,IOO 

Sour U.S. U11�tme1u o( E ray, Enerey flll'onnatio Ad ia· tratioa,Powtt Quau,rtx, Tab 1◄, Third Quane, 19U. 

ner 

IA9tl 1 
.... J., J 

Avera11
Sulfur 

C:oa1111 
(Ptrceat) 

(◄)

I 2$,.. 

I.I◄

2.20 
2.20 
2,30 

1.$0 

2.04 

0.91 
0.19 
0.19 



POTINTIAt S01/TJfusr •rsro SIIPPL11as
LONC-Tibf COHTaAcrs 

-

Ainerac1a ff Corp0,arioaAinoco OiJ CoinP&ayApe,1 Oil ContPtay B. P. NortJt AIDerica S.Jc r OiJ CoasP&ay Ch.au••• r Perro u• (USA). rnc. Cbtvroa rareraatic, Oil Cocni,uy C'tartJldoa M11t.rin1. roe. East ra Seaboard PttroltulD CoinpeayGlobal Petro u• Corp0ratioaHiU P tro u• Co PUyKoc Fue11. rAC. l11ove S.A.
•• En1Jud Petro UID ComP&QyP trobra, (lruiJ) Phibro o· trib tors Corp0ratio11Scallop Petro u Co111i,uyr1eut OiJ •aJ Gu Co111i,u,. roe.StiaDII ra roiJ. roe. Sua Oil Tl'ldia1 Co111ouyTauber OiJ Co PUyTorco OiJ Co PUy

- B•Onu
(J)

Y11 
Y11 
No 
No 
No 
No 
No 
No 
No 
No 
y .. 
y .. 
Y11 

0 
Y11 

0 

loa1•T1,a Traatoonatioa
(OypACL'-l(2) 

y .. 
y .. 
y .. 
Y11 
y .. 
No 
Y11 
No 
No 

No 

No 
No 
Y11 
0 

Y11 
No 

Y11 
No 

Curr111r or
Prnioua 

Swee,;,, or f P.L(l) 

Y11 
No 

Y11 
Y11 
Y11 (curreat)
No 

No 

0 
Y11 
0 
0 

Yes (current}Y11 
Y11 (curreat}0 
0 
0 

- 0.ta -idecl by Flor· Po r Ud l I I Co r. 

ner 
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IAILI l 

POTINTtAL SOUTHIAST ltSID SUPPLIIIS 

SPOT MAIKIT 

Activ1 Company 

Amuada Heu Corporatioa 
Amoco Oil Compuy 
Apu Oil Compaoy 
B.P. North America 
Belc r Oil Compuy 
Chala.naer Pttroa.um (USA). Inc. 
Chtvroa lnttraatioul Oil Compuy. Inc. 
ClartlldoD M11kttina, IDC. 
Eutera Seaboard Petroa.u■ Company 
Hill Petroa.um Compuy 
Koch Fuell. Inc. 
Laaovta S.A. 
New Enalud Petroleum Co111pany 
Phibro Distributors Corpo,atioa 
Scallop P troltum Compuy 
Sera t Oil aDd Gu Compuy. Inc. 
Tauber Oil Compuy 
Transworld Oil (USA). lDC. 

8cfio1t 
(I) 

Yes 
Yes 

0 

No 
No 

0 

No 
No 
No 
Yt1 
Ytl 
Yt1 
No 
No 
No 
No 
No 
Yet 

Lona-Term 
Traasponatioa 
CQwo or Luy) 

(2) 

Yes 
Yet 
Yt1 
Yet 
Yt1 
No 
Yt1 

0 

No 
No 
No 
Ytl 
No 
No 
Yet 
No 
No 

0 

Sowcc O.ta provided by Florida Pow r aDd Liabt Co peay. 

nera· 



STATE OF FLORIDA) COUNTY OF DADE )

ATTACHMENT E
BEFORE THE

FLORIDA PUBLIC SERVICE COMMISSION

AFFIDAVIT
B lore me, e un , ,gned au1hon1y. Eu ene Unga, ppea,ed. who ,ng du� worn

by me, aid and testrf18d. 

Doc:bt No. 940001-EI 

My nam 

I am employed by Flond Powe, & l•ghl Con,pany ("FPL"J as a Fo,ecast,ng Spec,a sl n lhe Bu mess
Sysrems Depanmenr. r ,ec ,ved a Bachelo(s Deg,ee"' Chem,cal Eng,neenng from Corne, Un e,sl!y m

Eugene Ung ,, my bus ness add,ess ,s 9250 IV. Flag , St,eet, M, m,. Fk>Ma 33174,

1972. In 197◄, I ,ece>ved a Mas1e(s Deg, e Bus,ne s Adm.n,s1,a1,on from lh Un,.e, y ot Ch,c o.
F,om 197◄ 10 198◄, I was employed Mot,,r Ou Co,po,ar,on wh , I ser,ed as a S n,o, Sratt

Coo,d,naro, and Sup&Mso, lhe Co,po,ate Supo� O,sr, bol<>n Depanm nr, and 1 e Wo"""'"' A lm,ng
nd Ma 1mg D,v,s,on·s St,ateg,c Supo� Pl nmng and Cont,o e s Dep om nts ,n po"'"'"' of ncrea ng

r pon hty. 

In January of 1985, 1,orned FPL s a S n,or Fuel Eng,n r and wa r ponsfor tmg nd fuel-related p nn,ng pro ct .
for th u I J)(tC

n J nu ry of 1988, I was g11,

Bo rd T s T am.

r pon bility for mg Te m L d r for FPL' For c t

In S pt r of 1988, I wa n m Pnnc1p I
In June of 1989, I wa 1v n h

R ourc O partm nt.

for 
Fu I 

n Or C 

In Ju Of 1 91, I

In Octo r o

n Prine 

rch , 1 7 Th COnd ion Cit d

n ICh FPl bu tu I Oil 
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Ung r Affidavit 
Page 2 

Northeast. Of the '4 ulthtres who had re idual fuel 011 purchases of more than 6 mllhon barre 

n 1993, FPL 1s c arty the singe largest bul er, espec,a y 1n the South a t 

8. T ble 2 attached hereto 1s an updated version of Dr Cam ron·s Table 2 (Contract Supp ers)

residual fuel 011 to the Southeastern ulthty market on a contract or pot b 1s Circumstances 

today do not require a d1ffe�ent1at1on of supp ers between the contr ct and pot (one d 6very 

contract) markets. Since some of these supp ers cannot 

spec1ftcat,ons, the hst of potential contract upp ers to FPL o 

ay m et FPL s su ur 

ort r n 1 6, there 

were 23 potential fuel 011 supp 1ers to FPL, 199'4, th re aie curre 29 potent1 I fuel o I 

suppliers. In its current request for bids to supply a portion ot FPL uel od r 

contract for the 1993 through 1995 period FPL r e1ved 5 propo U 

each firm (supplier) will be concerned w1 h the act10ns or po 

Th nformat,on shown 1n columns P and a of the '423· (a) r po 

rm na ng od transportathln markets and the fuel 01I volu 

to f nd e1 ht qua 1f1ed parties with an interest in bldd 

Of hese, four re ponded w th transportation propo 

maid nd 1n Flor da for both of th se erv1c ma 

c n ract ata s rea onabty h e to result tn ncr 

P rol um nspecuon services also have th m 

r of u I term n I oper t1on , th re r corr 

s In FPL' I t bidd ng proc for 

d pnc 

t C o• 

9 7. FPL 

rt 10n 

Du to th 

ct1on 

re found for FPL' bid so cit t ons. Con ctu I nlormat1on (1 e., pnc 

rm nd cond t10n ) of h rvio would av 111 y to contr ct 

for uch for r idu I ( o tn Or 

C ron' 
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01I 

ot 

Ung r Al11davIt

p 3 

to result n a withdrawal ot price cone s ions to that bUY r, th reby ,mpa nng

otIate contracts In th future

a tact ot m ng ntorm tIon ot I n ture av , b to suppli rs I avid need by e

at,on ot FERC torm 423 T
pt'IC O tu I 

pp rs, ra rvic ro e ch compiled nd 

ct at a un r ·cott

e FPSC 423•t(a) or 423·1tb) data were m d r tor 

a 
a ab to t l upp r , and t s w u mat

detnment o FPL s r tepayers.

The ntormat,on w ,ch FPL see s to prot ct from d closure ,s contr ctual data that 1s treat

FPL s propnet conh nt1al b sm ss mtormat,on Access w1th1n the company to this nformat,on

r stncted. This mformatron has not, to the best of my now'edge, be n d1sc10 ed elsew ere. Fu rmore,

pursu nt to FPL's fuel contracts. FPL 1s obi ated to use a reasonab efforts to maintain th conhdent1ali y

of he ntormatIon ident1t1ed as conhdent,al In Attachments A and C ot FPL's R quest tor S c1f ed

Contid nt1al Class, ,cation.

Th prIc1ng ·ntormat,on appearing on FPL's Form 423-t(a) or 423·1(b) tor which cont d nt,al

c s1f catton s so ght should remain conhd nt,al tor the 11m period th contract s in ell ct, plus six

mon . o,sclosure of pricing inform t,on dur ng th contract period or pnor to th n got, ,on ol a n w

ov 

contract , rea onab I e to ImpaIr FPL's dtty to negotiate uture contr ct

FPL typica y negotiates n w r sielual ( o. 6) tu I 011 contr ct rvt s contract

pnor to th end of existing contract . How ver. on occasion som
not hn I z d 

until 1 r th end ol the contr ct period ot x1stIng contr cts. In tho nst nc , th n w contr ct

lily 

typ&ca y n otIat with n th n x t ,x month . Con qu ntly, 11 1 n c

n d nt, d cont d ntt I on FPL' Form 423· 1 ( ) or 423· 1 (b) tor ,x months I r t  end

ot tor 

0 
ot h nd1vid I con r ct nc,d e ntorm tlon r 

idu I ( o. ) tu I 011 pnc nlorma ,on on h Form 423· 1 ( ) or 423· 1 (b) tor o I

not purch 
tin contr ct. nd t rm ot nt un r



C 

.. 

w ch UCh fu f od ,, purch 8d roru ,11 d upon d ry, FPL r u r th pnce mlorm t<0n id nt<f,oo
COnhd nt I ,n Att chm nt A and C of FPL A QU SI for p Clfred Cont,o nt, I C

Ung 

conf,d nt, I for e P<>r«>d of " month alter th ,v ry S,x months IS th m,mmum amount Of ,meor conf<d nt,a ty Ol th lype of porcha 10 o FPLto u,.,,. rt ma et pr nee >n
a,n ng pr,co cone <>ns dunng sonar flucluat,ons ,n th o mano for re <dual ( o 6) fuel od.

o, clo ure or h lormat,on any oon , than "months It r com I t10n 01th transac110n , ona 
to parr FPL' ,1, y to negor, t such purcha es

In summary, t

and that the markets

my op1n1on that the cond lions Oted by Dr. Cam ron n her affidavit are st valid,which FPL Ouy fuel od, nd fuel 011 related rv,c s, are oligopohst,c.In add,t,on, this affidavit" n UiJP<>O of FPL's Aeques11or Conl<d nt<ai C s , cat,on or o 21u 
0d pr,ce uformat,on found on FPL' Form ◄23-1 fa) The o 2 fuel od onlormatoon <dent,1,,., on Alta ch 
A nd C'" FPL's Aeque l lor Conl1d nt,al C�ss,1,cat,on s pr..,,,e,a,, conMenf,al busoness nformaoon as
h f rm 1s delon&O n §366 093, F S. As uch, d,sclosu,e Df th,s conrractual data would mpa,r FPL· abllily 

to contract for No. 2 fuel 0,1 on favorab terms n the future.

FPL h 

FPL' 

prov 

o. 2 fuel off s purehas&O t rougo a b,dd,ng process Al lh requ I ol lhe o. 2 lu I 0d s pp rs.<elld to not pub IC di close y upp Cs bid Th,s noo,d,scfosu,e reem nt prot cts boty r , and I e bidd,ng upp, rs As lo FPL rat a, rs, th non-pub c bido ng proe dur 
FPL w h a o•eat r var,at,on n th r ng of bid that woufcf o nv not 1f t l>d •

or w ng bid by ts . w r pub Cly d SClosed With Pub C d on FPL' Form 423·1 ( ), the bid would n rrow to a clo r ran around Ih po lity that one UpP r might, ba on his economic ,tu lion, co

o 2 tu I o I pnc s fou d

I rnn,ng bid e m,n trn

o h r upp ond, clo ure
upp r from d1vu ing nh t upp r m y ave t at the oth r h v not o, cover

2 tu I oil p, cfng inform t1on ppe nng on FPL' Form 23•1(a), torought, hould r m n oont d nt I for he lrm flOd th COnlr Cl

Ch 00nf1d nt, I

IX 

on O clo ur of pr,an ntorm 1100 ring h contr ct nOd or pnorcon r ct 
to m tr FPL' y o n 01, I tu ur cont,
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Ungar Affld v t 
P ge 5 

FPL typtca y negotiates ,ts No. 2 fuel 011 contracts pnor to the end of such contracts However. on 

occasion ome contracts re not negotiated until after the end of the current contract period In thos 

·nstance the contracts are typical y renegotiated w1th1n SI'( months. Consequently, It s necessary to

m inta1n the confidentiality of the information identified as confidential on FPL s Form 423·1(a) for six 

months aft r the end of the 1nd1vidual contract period the information re ates to Disclosure of this 

nformat1on any sooner than six months after completion of the transaction Is reasonably I ety to impair 

FPL s ability to negotiate such contracts. 

Further aff1ant sayeth naught. 

State of F onda 

County of Dade 
) ss 

) 

2rc'The foregoing instrument was acknowledg d befor me th1 __ day of ovemt>er, 1994 n D d 
County, F onda by Eugene Ungar, who Is p rsonally known to me and who did take an oath. 

Notary _____________ _ 
Publ c T1tl 
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TABLE l 

NORTHEASTERN AND SOUTHEASTERN 
UTILITIES PURCHASING APPROXIMATELY 

6 MILLION BARRELS PLUS PETROLEUM IN 1993 

Utily/'11m:ilb 

Flonda Power & Light 
Company 

Canal Electric Company 

Florida Power Corporation 

Long Island Lighting 
Company 

Sourc� 

Average 

Sulu 

State 81111bi comii 

(000) (Percent)

Florida 37,902 1.57 

Massachusetts 7,688 1 .54 

Florida 10,786 ,.ss 

New York 9,747 0.90 

U S. Department of Energy, Energy Information 
Adm1nistra11on. E!ectnc Power Monthly, Aool 1994.Table
65.
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TABLE 2 

POTENTIAL SOUTHEAST RESID SUPPLIERS 

Am r da Hess Corp 
BP orth Amenca 
Chevron Int rnat,onal Oil Co. 
C rendon Ma eting, Inc. 
Cla Oil Tr ding Company 
Coastal Fuels Markellng, Inc. 
En t Inc. 
G obal Petro um Company 
lnternor Trade, Inc. (Brazil) 
John W. Stone O I 01st. 
Koch Fuels 
Kerr McGee 
Las Energy Corp 
LyondeU Petrochemical Co 
Meta ege schaft Corp. 

or h ast Petro um 
Petrobras 
Petrol a 
PhIbro Energy Inc 
R,o Energy Int rnat,onal 
Stewa Petro um Corp 
Stinne- nteroII, Inc. 
Sun Oil Trading Company 
T uber 011 Com ny 
TX co 
Tosco 011 Company 
Tr nsworld Otl USA 
Tnntoc 
Vt ol SA. nc. 

YES 
YES 

0 
0 

NO 
0 
0 
0 

YES 
0 

YES 
YES 

0 
YES 

0 
0 

YES 
0 
0 

NO 
0 

NO 
YES 

0 
YES 
YES 
YES 
YES 

0 

YES/YES 
YESIYES 
NO/YES 
YESIYES 

OIYES 
YES/YES 
YES/YES 

orYES 
NONO 

01 0 
OIYES 
OIYES 
Q1YES 
0 0 
01 0 

NOi 0 
0 0 
OYES 
0 YES 

YES/YES 
0 0 

YES YES 
QI Q 
OYES 
0/YES 

NO/YES 
0 0 

0 0 

0 YES 

Sot.ree: Da provided by Florida Power & L Company (Nov m r 1, 1994) 

: 1) T rves as 
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X asllJIB� cst�XT� that a true and correct coPY of Florida Po r 

, Light co•P ny•s Request for con idential c1assification of th•

Forw> •23-1(a) for s pte,.i,er, 199•, v s fon1ard d to th• Florida

public ser,tic• co ission via Airborne Expre• , and copies of th

Request for confidential ciassi ic tion vithout Attach ant A ver•

,aail d to the individuals listed b l<>Y, 11 on this 9th daY of

ovelllP r, 1994•
Mr - Prentice p. pruitt

r1orida public service

Barb ra A· Balzer

Florida public ser,tice colllll'ission

101 East Gaines street

Fletcher Building 

Tallahassee, YL 32399

John w. Mcllhirter, Jr., Esquir•

Joseph A· McGlothlin, Esquire 

McWhirter, Re ves McGlothlin, 

oavidaon, etc. 

p. O. BOX 3350 

Ta pa, FL 33601-3350

G. Edison Holland, Esquire

Beggs, 1.,ane 

p. o. BOX 12950

Pensacola, FL 32576

MaJor GarY A• Enders USAF

HQ USAF/ULT, STOP 21

,cyndall AFB, FL 32403-6001

commission 

101 East Gaines street

r1etcher Building 

Tallahassee, FL 32399

Jack Shreve, Esquir

Robert 1.,angford, Esquire 

office of public counsel

624 ru11er warren Building

202 Blount street 

Tallahassee, FL 32301

Lee L. Wills, Esquire

Ja�es o. Beasley, Esquire

Ausley, McMullen, McGehee

carothers, proctor 

p. O. BOX 391 

Tallahassee, FL 32302

Lee G. sch�udd , Esquire

ReedY creek utilities, inc.

p. O. BOX 40 

1.,ake Buena vista, FL 32830

Robert. s. Gol an, Esquire 

vickers, capar 110, prench, Madsen

p. o. BOX orawer 1876

Tallahassee, FL 32302

Ja es A· McGee, Esquire

p. O. BOX 14042 

s . petersburg, FL 33133



Zori G. F rkin, Esquire 
Suth rland, Asbill, Brenn n 
1275 P nnsylv nia Avenue, N.W. 
8th Floor 
Washington, D.C. 20004 

Anthony G. Tummarello
Director ot Energy
Occidental Chemical Corporation
5005 LBJ Fre way
P. o. Box 809050
Dallas, TX 75380-9050

SHF/ssk 

Certff2. ep 

Josephine Howard Stattord 
Assistant City Attorn y 
315 East Kennedy Blvd. 
T mpa, FL 33615 

Steven H. 


