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            Pursuant to the “Notice of Conference on Market Liquidity, Energy Price Discovery and Natural Gas and Electricity Price Indices” issued by the Federal Energy Regulatory Commission (“FERC” or “Commission”) in the above-referenced proceedings on May 14, 2004 (“Notice”), the Commission convened a conference on June 25, 2004. At the conference, an announcement was made that the docket would remain open for the receipt of post-conference comments. On July 7, 2004, the Commission issued a Notice Closing Comment Period in this docket, stating that the record would remain open for the receipt of supplemental comments until June 16, 2004.  The National Association of State Utility Consumer Advocates (“NASUCA”) timely submits the following supplemental comments.

1. Mandatory v. Voluntary Reporting


             NASUCA continues to believe that the best method available to the Commission to ensure the accuracy and transparency of natural gas price indices is to require the reporting of all purchases and sales of natural gas to a single data collector. The data collector should be either a government agency or an independent entity under contract with the Commission.  The data collector should be responsible for verifying the counter parties associated with each trade, aggregating trade data and disseminating information on a daily and monthly basis.


Several participants in the June 25 conference speculated that a mandatory price reporting system would result in a decline in the use of fixed price contracts by sellers and buyers of natural gas.  The supporters of this theory espoused the belief that market participants will stop negotiating fixed price contracts and instead will rely upon the indices derived from the price reporting system. 

NASUCA does not agree that a mandatory price reporting system will reduce or eliminate the use of fixed price contracts. Under the current system, i.e. voluntary reporting of prices to index publishers, buyers and sellers of natural gas have the ability to forego the use of fixed price contracts and to use price indices. Reforming the current price index system into a mandatory reporting system will not change the attractiveness of fixed price contracts. The purpose of a mandatory price reporting system is to improve the accuracy of index prices and eliminate manipulation, not supplant the use of other pricing options.  As was noted by the representative for the Natural Gas Supply Association, Mr. Scott Nauman, ExxonMobil currently sells gas using both fixed price and index based prices in order to have a portfolio of pricing alternatives. The same desire for market participants to purchase or sell gas under a variety of pricing scenarios will continue to exist under a mandatory reporting system.
2. Counter Party Information

In its July 24, 2003 Policy Statement,
 the Commission declined to require data providers to report counter party information. The Commission recognized that the availability of counter party information was necessary to achieve the most accurate indices, but declined to require such information based upon representations by various industry representatives that a material increase in voluntary reporting would occur if the reporting of counter party information were not required.
 


Although many parties at the June 25 conference heralded an increase in the quantity and quality of reporting, the Staff’s survey results
 demonstrate that there are on-going troubling limitations to the accuracy and transparency of price indices.  The survey results indicate that only one-fifth of respondents report all reportable natural gas transactions to data providers. The results also indicate that companies only report approximately one-half of their daily transactions and 35-44% of their bidweek transactions.  Further, the results of the Staff’s survey indicate that the anticipated increases in voluntary price reporting have not occurred since the issuance of the Policy Statement. 
Given the continued lack of reporting, the Commission should revisit its decision not to require the submission of counter party information. The desirability of counter party information was widely recognized by the panelists at the June 25 conference as the best way to ensure that price indices are developed using data from actual trades.  
Conclusion


NASUCA recommends that the Commission, at a minimum, continue to support a mandatory price reporting system as an option for reforming gas price indices. Clearly, the progress that has been made to date in the level of reporting and in the quality of published gas price indices has been due in large part to the threat of a mandatory reporting system. NASUCA 
also recommends that the Commission revise its Policy Statement to require reporting of counter party information. 
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