





September 17, 2003

Magalie R. Salas, Secretary

Federal Energy Regulatory

   Commission

888 First Street, N.E.

Washington, D.C.  20426







Re:
Price Discovery in Natural Gas and 







Electric Markets








Docket No. PL03-3-000

Dear Secretary Salas:



Please find for electronic filing, the National Association of State Utility Consumer Advocates’ Comments in the above-referenced proceeding. 



A copy has been served on each person on the designated official service list.







Very truly yours,








/S/







Denise C. Goulet







Senior Assistant Consumer Advocate

Enclosure

UNITED STATES OF AMERICA

BEFORE THE

FEDERAL ENERGY REGULATORY COMMISSION

Price Discovery in Natural Gas

:
Docket No. PL03-3-000


And Electric Markets


:

____________________________________________________________________

NATIONAL ASSOCIATION OF STATE UTILITY CONSUMER ADVOCATES’

COMMENTS ON PROPOSED INFORMATION COLLECTION

AND REQUEST FOR COMMENTS

___________________________________________________________________


Pursuant to the Commission’s September 5, 2003 Notice of Proposed Information Collection and Request for Comments in the above-captioned docket, the National Association of State Utility Consumer Advocates (“NASUCA”) submits these comments supporting the proposed Commission action.
  On July 24, 2003, the Commission issued a Policy Statement on Natural Gas and Electric Price Indices in this docket.  Price Discovery in Natural Gas and Electric Markets, 104 FERC ¶ 61,121 (2003).  That Policy Statement provides for voluntary reporting of electric and natural gas prices to publishers of price indices.  Id. at ¶ 5.  The Commission also set forth guidelines for price indices’ compliance with certain reporting requirements and established safe harbor protection for those reporting prices.  Id.  

NASUCA submitted comments in earlier rounds of these proceedings urging the Commission to make the reporting of natural gas and electricity prices to a data collectors and publishers of price indices mandatory so as to ensure the accuracy, integrity and liquidity of the collected and published data.  As NASUCA noted in those earlier comments, many local gas distribution companies rely upon proprietary price indices for purchased gas contracts that establish rates for retail consumers.  NASUCA members represent the retail consumers who pay the retail rates that are often based on these price indices.  Lack of consumer confidence in the accuracy of published index prices due to scandals and abusive practices in California markets in 2000 and 2001 could well harm the robustness of wholesale electric and natural gas markets.  Enforcement of mandatory price reporting or filing requirements
 would have ensured vigilant oversight of the reporting process to ensure the accuracy and integrity of those price indices.  


The Commission elected instead in the Policy Statement to give the industry another chance to improve the accuracy and integrity of the reporting process.  While the Commission provided for a voluntary process of reporting, the Commission also set forth specific guidelines governing the process.  The Commission noted that it was basing its decision to pursue a voluntary reporting system upon “representations made by industry representatives that we should expect to see much more voluntary participation in the price formation process.”  Id. at ¶ 15.  The Commission then stated that it would “monitor developments” under the Policy Statement and take additional steps to ensure accurate, dependable and trustworthy wholesale price information” if the expected improvements and level of the industry’s participation in price formation did not result.  Id.  The Commission further noted that it would “assess the degree to which voluntary reporting increases” and whether the Commission’s suggested guidelines are widely adopted and used.  Id. at ¶ 42.  Consequently, the Commission instructed its Staff to identify the level of reporting and quality of compliance, and determine whether any increases in those levels and quality have occurred.  Id. at ¶ 43.  In the event the Commission finds that the levels and quality of reporting have not improved, the Commission intends to take any necessary further action to revise the Policy Statement, including the prospect of mandatory reporting requirements.  Id. at ¶ 44 – 45.


In this phase of this proceeding, the Commission seeks comment on the data collection process in compliance with regulations of the Office of Management and Budget (“OMB”) for data collection activities.  NASUCA fully supports the Commission’s proposed collection activities.  NASUCA submits that this data collection is critical to ensure that the Commission Staff can conduct the assessments of the level of reporting and quality of compliance discussed above.  Unless Staff has access to the data collection proposed, Staff will be substantially hampered in its effort to monitor the level and quality of reporting compliance.  


In order for the Commission’s preferred course of action in this proceeding of voluntary reporting to have the efficacy the Commission seeks, the Commission must remain ever vigilant in assessing the level of reporting and the quality of compliance under the voluntary system.  The importance of regulatory oversight to ensure the accuracy and integrity of price reporting to consumer confidence in the competitiveness of wholesale markets must not be understated.  Only through pro-active monitoring of these efforts can the Commission ensure the results “expected” based on industry representations are in fact being achieved.  The proposed data collection process is an integral component of this on-going oversight.  Consequently, NASUCA urges the Commission to proceed expeditiously in this endeavor as time is of the essence in ensuring the restoration of confidence and integrity in these wholesale markets.  Should the results of these data collection activities reveal insufficient improvement in the level or reporting and the quality of compliance, NASUCA encourages the Commission to move forward expeditiously with revisions to the Policy Statement to require mandatory price reporting.

�   NASUCA is an association of 41 consumer advocates in 39 states and the District of Columbia.  NASUCA's members are designated by the laws of their respective jurisdictions to represent the interests of utility consumers before state and federal regulators and in the courts.


�   The Federal Power Act provides for price transparency through a mandatory filing procedure:


“Schedules.


Under such rules and regulations as the Commission may prescribe, every public utility shall file with the Commission, within such time and in such form as the Commission may designate, and shall keep open in convenient form and place for public inspection schedules showing all rates and charges for any transmission or sale subject to the jurisdiction of the Commission, and the classifications, practices, and regulations affecting such rates and charges, together with all contracts which in any manner affect or relate to such rates, charges, classifications, and services.”  16 U.S.C. § 824d(c) (2003).





Commission regulations implement the statutory filing provision as follows:


“Section 35.1 Application; obligation to file rate schedules and tariffs.


(a) Every public utility shall file with the Commission and post, in conformity with the requirements of this Part, full and complete rate schedules, as defined in Sec. 35.2(b), clearly and specifically setting forth all rates and charges for any transmission or sale of electric energy subject to the jurisdiction of this Commission, the classifications, practices, rules and regulations affecting such rates and charges and all contracts which in any manner affect or relate to such rates, charges, classifications, services, rules, regulations or practices, as required by section 205(c) of the Federal Power Act (49 Stat. 851; 16 U.S.C. 824d(c)).”  18 C.F.R. 35.1
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