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    The above‑entitled matter came on for technical 

conference, pursuant to notice, at 9:32 a.m., William 

Hederman, presiding. 

                   P R O C E E D I N G S  

                                                (9:32 a.m.)  

           MR. HEDERMAN:  Thank you.  I hope we can keep 

close to our schedule.  As usual, we've got lots of people 

who have asked to share their thoughts with us and we like 

to soak up as much wisdom as we can. 

           I think this conference today follows up on a 

major purpose of what the Commission was trying to do when 

it set up our office, which is improve integrity in the 

markets.  This subject arose out of an investigation done by 

our staff.  It began with one self‑reported incident and 

grew to findings that multiple companies had been using 

their storage data inappropriately and some here at the 

Commission have looked at that and said there's the 

potential for more problems with storage data as long as 

reporting practices continue as they are and, particularly, 

the weekly reporting is a matter that has been identified as 

a potential concern.  We're looking forward to hearing 

market participants reaction to that. 

           We expect to have a solid and substantive 

conversation about this.  I hope that somebody will use a 

number in the course of the discussion.  I haven't seen one 

that had a dollar sign on it yet.  So I'll remain hopeful on 

that. 

           One of my modest goals that I set for myself when 

I came into the regulatory side was to not be a part to 

creating additional regulatory burden without there being 

benefits associated with that, so I'm looking forward to 

getting insights on what are the costs as well as benefits 

of these ideas that have bene posed and I look forward to 

your inputs on this. 

           And John Kroeger, who was senior counsel during 

the investigation, also had some remarks and he can set the 

context in more detail for us. 

           John? 

           MR. KROEGER:  Thank you, Bill. 

           I would like to say just a few words that will 

ease us into the subject matter.  The Energy Information 

Administration release of its weekly storage inventory 

report has become a regularly‑watched activity in the 

natural gas industry.  The volatility in futures prices 

observed immediately following the EIA's Thursday morning 

release of its report suggests the importance of storage 

inventories to traders.  In addition, storage information 

can influence cash prices and a variety of financial 

instruments. 

           Pipeline customers can use injection and 

withdrawal information to make better decisions regarding 

nominations.  The relatively high commodity prices and the 

seasonal spread seen recently render the effect of use of 

storage as a hedging tool is important now as it's every 

been.  Storage information provides a window into pipeline 

operations, supply and demand that's difficult to capture 

elsewhere. 

           The EIA's weekly storage report contains 

information for the previous week ending on Friday or six 

days preceding the release of its report.  This lag suggest 

the potential for more timely release of storage 

information.  The investigation of the Commission staff that 

Bill alluded in Docket No. INO4‑2 spurred the convening of 

this conference. 

           The investigation brought to light that some 

market participants sought non‑public storage inventory 

information and used it to try to improve their commodity 

purchase and transportation‑related decisions.  In light of 

these factors, the question for the Commission that we look 

forward to exploring today is whether day‑after reporting of 

net aggregate actual injection and withdrawal data on a 

standardized basis would meaningfully assist market 

participants to increase efficiency and contribute to lower 

wholesale purchase costs. 

           Jurisdictional pipeline whose employers 

communicate non‑public, aggregate transportation‑related 

information such as injection and withdrawal data on a 

preferential basis violate the principles of fairness to all 

customers that animate the Commission's regulation of 

pipeline transportation.  The daily publication of this 

information would deter these surreptitious 

disclosures and, hence, add in the enforcement of these 

principles. 

           The Commission must also fulfill its consumer 

protection mandate under the Natural Gas Act to regulate 

wholesale sales within its jurisdiction to advance the 

public interest.  The twin games of increased transparency 

and efficiency leading to lower costs for commodity buyers 

and pipeline customers are desirable regulatory objectives. 

           Potential costs that might accompany or even 

overwhelm these intended benefits must be realistically 

assessed.  Many of the comments the Commission received on 

September 10 in this docket in response to the notice of 

this conference were dotted  with caveats and a number of 

commenters asserted that enhanced storage reporting would be 

counter‑productive. 

           We recognize the diversity of views regarding 

enhanced storage reporting and are eager to engage the 

substance of prospects that we anticipate will be raised 

today. 

           Before we start, I'd like to speak briefly to the 

Commission's authorities that apply to activities that the 

three panels will discuss today.  The first panel will focus 

on the application of enhanced storage reporting requirement 

on interstate pipeline companies.  The Commission currently 

requires interstate pipelines to post the availability of 

all transportation services whenever capacity is scheduled 

at receipt points on the mainline, at delivery points and at 

storage fields.  This requirement does not address activity 

that is not subject to scheduling, such as No‑Notice storage 

and transportation services. 

           Accordingly, interstate pipeline companies that 

provide No‑Notice service have post its storage inventory 

information in a variety of ways.  Some have simply not 

posted No‑Notice Volumes.  A plurality of interstate 

pipelines have not included in their real‑time posting of 

storage activities no‑notice volumes injected into or 

withdrawn from storage, but they include all storage 

activity in subsequent postings of storage inventory 

information.  Other pipelines have taken other approaches. 

           This variety of posting fundamental industry 

information deters efforts to best employ the storage data 

that interstate pipelines currently post.  The practice is 

much different for intrastate pipeline and local 

distribution companies that have voluntarily consented to 

the Commission's jurisdiction on a limited bases pursuant to 

Part 284 of the Commission's regulations.  The Commission 

does not require these entities to electronically post any 

information and the Commission's jurisdiction over these 

entities is specifically circumscribed by relevant sections 

of Part 284. 

           Daily posting of storage injection or withdrawal 

activity could affect the often differing state mandated 

duties and business purposes of these entities relative to 

intrastate pipeline companies.  The effect of a new 

reporting requirement on these entities warrants scrutiny.  

We'll have a chance to explore the issues raised by enhanced 

storage reporting as they effect intrastate pipelines and 

LDCs when we hear from the second panel this afternoon. 

           Finally, we'll hear from experts who are familiar 

with analyzing storage data for clues about commodity prices 

on the third panel.  The Commission's authority under the 

Natural Gas Act to regulate prices charged by sellers of 

natural gas was narrowed by the Natural Gas Wellhead 

Decontrol Act of 1989.  The end result of these statutory 

provisions is that only sales of natural gas subject to the 

Commission's NGA jurisdiction are sales for resale of 

domestic gas by pipelines, LDCs or their affiliates.  

Further, sales by these entities of their own production are 

excluded from the Commission's NGA jurisdiction.  Even so, 

the Commission's authority, with respect to natural gas 

markets, remains substantial. 

           In short, it is well‑recognized that the stakes 

are high for effective regulation of the wholesale gas 

market.  The morning's first speaker is Elizabeth Campbell, 

Director, Natural Gas Division of the Energy Information 

Administration. 

           Ms. Campbell will provide a presentation of the 

EIA's methodology for creating its weekly storage report.  

We hope that is background will be useful as we think about 

the possibility of daily posting of net aggregate storage 

injection and withdrawal information and related 

information. 

           Elizabeth? 

           MR. HEDERMAN:  It's a good thing it's not 

Thursday morning, I guess. 

           MS. CAMPBELL:  Let me go on without this at this 

time.  I think all of you have handouts and there were 

handouts available in the back and I have my notes here.  

Thank you.  So we'll go ahead. 

           The overview of today's presentation is cover the 

issues of survey respondents and sample, survey content, 

collection methods, estimation and the methods of release of 

the estimates.  EIA operates two underground storage 

reports.  One is the weekly EIA 912 and the other is the 

monthly EIA 191.  The table that is provided in this slide 

would indicate there are about 395 monthly field reporting 

by 120 respondents, 292 fields are covered by the weekly 

sample representing days submitted from 58 respondents.  

Reporters to the weekly Form EIA 912 are companies that 

operate U.S. underground storage facilities who have been 

selected by EIA to be in the weekly survey sample. 

           The basis of the sample is the monthly sample, 

the EIA 191.  This is an active list of underground storage 

fields, and that particular number, 395, does change from 

time to time as we update our knowledge of the industry.  

The monthly census or sample frame, as we said now, is the 

395 storage fields.  And, currently, EIA is receiving weekly 

survey reports from 56 reporting units accounting for the 

292 fields.  Obviously, because the number of reporters ar 

fewer of the number of fields, that means that some 

reporters are reporting for more than one field at a time. 

           Note the use of the term "respondent" or 

"reporting unit."  Some companies have asked to report 

separately for a portion of their fields, usually by region, 

depending on their company structure.  In other cases, more 

than one respondent is reporting for a field, representing 

their share of that operation.  We accommodate both types of 

requests.  The sample provides from 91 to 96 percent 

coverage for the regions, about 92 or 93 percent for the 

U.S. overall. 

           EIA collects data from a sample rather than it's 

census to reduce respondent burden associated with the 

weekly survey.  Under the Paperwork Reduction Act, the 

Office of Management and Budget, OMP, reviews each proposed 

survey of more than nine respondents, prior to approval, to 

evaluate it under several criteria.  One is to minimize 

overall burden to U.S. citizens and businesses.  OMP expects 

the use of samples for surveys of higher frequency, weekly 

compared to monthly, whenever a reasonably stable sampling 

frame, such as the monthly survey exists.  They also review 

the sampling design to see that it is efficient.  This is 

the basis of the collection authority EIA has now for the 

weekly storage survey. 

           Some of the 395 fields which we have noted here 

may have working gas at a specific point in time.  Reasons 

include preparing for sell of a field to a new owner, since 

working gas may or may not have been part of the sale, 

having withdrawn working gas at the end of the winter 

heating season or because of maintenance or repair work.  

These are the definitions of working gas and base gas.  Our 

total gas measures that we report monthly are the sum of 

these working gas and base gas definitions. 

           Working gas changes throughout the year.  Base 

gas can change, depending or reservoir conditions and 

capacity equipment. LNG and storage is out of scope for both 

the monthly and weekly surveys. 

           (Slide.) 

           MS. CAMPBELL:  This is a familiar map of the 

three regions for which the weekly storage data are 

presented. 

           (Slide.) 

           MS. CAMPBELL:  This is the survey form.  It's 

simply.  It requests the weekly report of working gas 

inventory in million cubit feet held in all underground 

storage fields operated by a survey respondent for each of 

the three regions of the U.S. as of 9:00 a.m. Friday 

morning.  EIA does not require respondents to measure 

working gas inventory with any specific technology or 

method.  EIA does not request any information on injections 

or withdrawals.  We do not know what measurement methods 

respondents are using.  We understand they might include 

meters tracking flows into or out of the fields, analysis of 

pressure readings or other sources. 

           On occasion, some respondents have stated they 

could not provide exact estimates of 9:00 a.m. inventories 

for some weekly report periods for a variety of reasons.  

The EIA has asked them to provide their best estimates in a 

timely fashion and to submit revisions, if necessary, when 

they have better information. 

           (Slide.) 

           MS. CAMPBELL:  These are some highlights of the 

operational issues.  Data are received by e‑mail at a secure 

EIA data receipt website or by fax.  Data are due by close 

by business Monday.  We have about two‑thirds of the 

respondents by the due date.  The remainder come in on 

Tuesday or Wednesday.  Follow‑up and problem resolution for 

individual respondents occur by e‑mail and phone.  It is 

very useful to have alternative methods as it provides 

backup when one method is not working for either EIA or the 

respondent. 

           Data are edited by the system each week to 

compare new information to the respondent's report history.  

Data anomalies are then compared to trends in the region and 

the respondent's history on the monthly survey.  Each month 

a comparison of the monthly and weekly data reports of the 

respondent's unit is done.  We provide a comparison of the 

weekly survey estimates, that is the final inventory number, 

and the monthly survey results for each month on the EIA 

website.  The average absolute error for the 26 months of 

operations is 1.2 percent of working gas stocks. 

           The survey is mandatory and response rates have 

been excellent.  The volume rate of response at time of 

first publication for the last six months has been 98.6 

percent.  EIA allows respondents to provide estimates if 

they are unable to give a more precise measurement for a 

given week.  If a respondent has not reported for the week, 

an inventory for that reporting unit is imputed by EIA. 

           (Slide.) 

           MS. CAMPBELL:  Respondents submit revisions for a 

prior report period when the measure of working gas in any 

region has been revised by 500 million cubic feet or more.  

If the respondent report was late for the prior week, the 

late report is entered also. 

           (Slide.) 

           MS. CAMPBELL:  Revision to the estimates are 

posted for the prior report period whenever the value of the 

changes in one or more regions is 7 bcf or more.  Revisions 

are posted as part  of the Thursday morning report.  

Revisions are not posted between these releases.  The policy 

on the size and timing of revisions is the result of a 

public comment period initiated through a Federal Register 

notice in Summer 2002.  The policy was documented in 

November 12, 2002 Federal Register notice and is accessible 

on the website.  The policy was based on comments that data 

users believed everyone should know exactly at what time a 

revision might be posted.  And, also, did not want the 

market to either freeze up or experience unnecessarily 

volatility between the announcement of a coming revision and 

the appearance of the actual revision. 

           We have been operating now for 125 issues.  And, 

in that time period, we have had nine revision issues.  Five 

occurred in the first 10 weeks.  The date of the most recent 

revision was October 24, 2003. 

           (Slide.) 

           MS. CAMPBELL:  This is the estimation formula 

that is used.  Estimates are calculated separately for each 

region each week.  The U.S. total estimate is the sum of the 

regional estimates.  In the method used for estimation since 

October 30 is 2003.  The estimate for the region consist of 

a part, which is the product of an estimation factor times 

the sum of some respondents reports, a part which is simply 

the sum of respondents reports and a constant factor for the 

region. 

           Weekly respondents in each region were divided 

into  two groups, following EIA analysis, depending on 

whether or not they were good candidates for representing 

non‑sampled companies.  Those which were are in the group 

with the estimation factor.  The implied net change in U.S. 

inventories is not collected on the survey.  It is the 

calculated difference between the inventory measures for the 

current week and the prior week.  For this reason, the 

implied net change will capture the impact of withdrawals, 

injections, reclassification of gas reported to EIA and any 

revisions in estimates for the prior period. 

           (Slide.) 

           MS. CAMPBELL:  This is the top part of the weekly 

storage report, which is available on the EIA website.  

Estimates are prepared for 52 weeks a year.  There are no 

weeks off and we have produced the report through 

snowstorms, in a hurricane when other government offices 

were closed.  The weekly estimates are available for free on 

the EIA website, usually between 10:35 and 10:40 a.m. on 

Thursday.  Changes that schedule, such as when a government 

holiday occurs on Thursday, are shown in the official 

schedule on the top bar there of the website in advance and 

a note is included in the wingser itself from one to two 

weeks ahead of the affected dated. 

           EIA puts the current weekly storage inventory 

numbers in context by presenting a number of other data 

series on this page.  These include inventory values for the 

previous week, for the comparable week a year ago and for a 

five‑year average for the comparable week.  The development 

of the five‑year average, of course, is required in the 

historical weekly data base, which is also available on the 

bar at the top as historical data.  EIA also does a 

percentage difference from the five‑year average. 

           (Slide.) 

           MS. CAMPBELL:  This is the bottom half of the EIA 

website.  There's an intervening part, which is actually a 

set of notes.  The storage report includes those estimates, 

the quantitative comparison context information, which I 

just described, this paragraph of text, the graph of weekly 

estimates and then there are other features which are 

available by clicking on that bar above the front page, the 

historical data, the schedule, a storage basic article and a 

methodology paper. 

           We do not provide any other discussion of the 

week's numbers with this product because we are following, 

to the extent possible, the Office of Management and Budget 

guidelines for principal, federal economic indicators.  

Under these guidelines, statistical agencies must delay 

discussion of the data series just released beyond simple 

comparisons to the historical record or technical 

explanations for one hour after the release. 

           We also have a policy about the use of robot 

dial‑up programs to access the site, which we periodically 

review to avoid unnecessary system load to maintain 

operational integrity.  We have talked in the past with some 

customers about this issue as their robots can have the same 

effect as a hacker attacker. 

           I hope this has been useful for understanding 

operational underpinning of the weekly storage survey and 

estimates. 

           I'd be happy to answer any questions. 

           MR. HEDERMAN:  Thank you very much, Beth.  And 

thank you for EIA's cooperation with us and also we 

acknowledge your protection of your sources and that we 

understand that there's tension between each of our policy 

objections on occasion. 

           I'd be interested in understanding if the 

protection and sensitivity of this principal economic index 

is unique at EIA or do you have analogous levels of market 

sensitivity around other measures in oil or anything else? 

           MS. CAMPBELL:  We have some comparable security 

around the oil weekly statistics as well and we have been 

looking into the extent to which we should be standardizing 

those issue.  This is an important issue for us, reflected 

in our concern about confidentiality in markets.  So we have 

‑‑ a number of surveys are under what we call the 

Confidential Information Protection and Statistical Act, 

SIPSA, and those require more security concerns than others.  

The Weekly Natural Gas Storage survey is under that 

protection. 

           MR. HEDERMAN:  Now, as you mentioned, OMB review, 

was there a cost benefit assessment of putting this in place 

you caught this hot potato from the AGA, if you will? 

           MS. CAMPBELL:  We always are required to send 

forward a clearance package to the Office of Management and 

Budget to determine whether or not, in their opinion, the 

overall costs and benefits warrant the authority being 

granted to us.  We do provide estimates of what we believe 

the cost of the survey will be, which we did provide at the 

time of the initial clearance and we do not, however, 

provide any quantitative measure as to what the benefits 

might be. 

           MR. HEDERMAN:  Okay. 

           MS. CAMPBELL:  And so I think that that is a 

judgment call on the part of the Office Information and 

Regulatory Affairs. 

           MR. HEDERMAN:  Uh‑huh.  On the cost side, was it 

the full cost, if you will, of putting the measures in place 

by a company to report to you?  Or was it the incremental 

cost of shifting over from what they were doing with AGA to 

what they'd be doing EIA?  Do you recall? 

           MS. CAMPBELL:  I cannot recall to be pretty 

honest.  It would be best if I don't answer that. 

           MR. HEDERMAN:  Thank you. 

           MS. CAMPBELL:  I think, at that point in time, 

the consideration was that there was such information 

available from AGA, but we did not choose, of course, the 

same sample.  We had no idea who AGA's sample was and they 

didn't share that information with us and we could not, of 

course, give them an indication of who we were intending to 

select.  So, from that point of view, we would have had no 

way of knowing who among our sample had been participating 

before or had any previous capability. 

           MR. HEDERMAN:  Thanks. 

           Any other questions? 

           Yes, Tom? 

           MR. BROWNFIELD:  During your weekly editing of 

the data that's submitted on Friday, do you find that 

sometimes you need to get back to the respondents because of 

edit check violations or something like that?  Is that a 

normal part of your weekly processing? 

           MS. CAMPBELL:  Yes, sit is. 

           MR. BROWNFIELD:  Is that a pretty common 

occurrence? 

           MS. CAMPBELL:  I think, our biggest concern is 

usually, as we said, getting the last respondents in.  

That's what we would be doing most of our phone calling on.  

But, occasionally, yes, we do have some serious anomalies 

that we need to address and that we try very hard to get 

people to realize why we think that number is unreasonable 

or unlikely. 

           MR. BROWNFIELD:  Thank you. 

           MS. CAMPBELL:  And that tends to happen, frankly, 

when we have new reporters, either because of vacations or 

because of turnover in staff.  That's been our experience is 

that we have our greatest questions at that.  It does 

apparently take some training. 

           MR. HEDERMAN:  Anything else? 

           MR. FENTON:  Beth, I think you mentioned that 

firms are only required to report revisions if it's a half a 

billion cubit feet and that EIA only includes revisions if 

it adds up to 7 billion.   Why have you decided to not 

included revisions that you may be aware of, but that they 

don't sum up to 7 billion cubic feet? 

           MS. CAMPBELL:  Well, it was the result of the 

public comment period, so I'll try to encapsulate some of 

those or repeat some of those arguments.  I think the issue 

was whether or not there was substantial improvement in the 

overall understanding of the market when we provided that 

information, whether it was value‑added for the market or 

whether it was confusing to the market.  And, if you think 

about what 7 bcf represents at our lowest inventory point on 

record, which was 730 bcf, that would be a little less than 

1 percent of that lowest inventory point. 

           If you look now at something like an inventory of 

2.8 tcf, you can see that that's not even a quarter of a 

percent.  So, from that point of view, I think that the 

feeling was that people thought that if it's a certain order 

of magnitude, we should not about it.  If it's less than 

that, it's probably a statistical noise or can be treated as 

such.  There were opinions on both sides, of course.  There 

were people who thought that absolutely every revisions 

should be reported and then there were others who felt like 

they couldn't absorb or get value‑added from it.  So it is a 

debatable issue and that was the bulk of the comment 

received and it is in the context, I think, of knowing how 

large the overall market is. 

           MR. HEDERMAN:  Well, thank you very much.  We 

appreciate it and we look forward to hearing from you every 

Thursday. 

           Let's bring up Panel No. 1.   I understand we 

have one substitution.  That Arthur Corbin is stuck at an 

airport, which I expect could be happening down in the 

southeast and Laura Schepis will be substituting for him.  

Laura is VP of Regulatory Affairs for American Public Gas 

Association. 

           (Pause.) 

           MR. HEDERMAN:  Good morning.  We begin with the 

panel here that is a group that we work with often and we 

look forward to hearing your remarks. 

           And, Anne Bomar, could you begin? 

           MS. BOMAR:  Sure.  Good morning, Mr. Chairman, 

Mr. Hederman.  Thank you and staff.  We appreciate the 

opportunity to participate in today's conversation. 

           ON behalf of Dominion Transmission, I'll 

represent today as part of Dominion Resources, as a very 

large operator of storage facilities, obviously, we're quite 

interested in today's subject matter.  Along, with our 

partners and customers, we recognize the valuable role that 

gas storage plays in providing reliable and efficient 

natural gas services to the United States energy markets. 

           In its August notice, the Commission expressed 

some concern regarding the volatile commodity market 

responses to EIA's storage reports and also concerns about 

approaches to publishing storage data that might be 

inconsistent or confusing to the market.  I'd like to 

emphasize a few points and then save my time for the 

dialogue. 

           First, I'd like to emphasize that storage data is 

only one factor, in our view, of those that affect the 

perceived supply/demand relationship.  And so that any 

incremental changes to the amount of storage information 

that's provided, in our view, would have a limited effect on 

the markets necessarily.  Having said that, we do believe 

that the storage information provides value and that a 

weekly posting of storage information strikes the right 

balance between the need for timely data and the importance 

that the information be accurate and meaningful. 

           First, the figures are preliminary and less 

reliable than data where we've had an opportunity to check 

for errors.  Similar, somewhat, actually, to what EIA 

described that they do to the data that they're examining.  

I'm concerned that daily reporting would involve a stream of 

prior period adjustments that would need to be dealt with 

and, depending on how that's approached, cause the numbers 

to be somewhat confusing. 

           The daily fluctuations and storage numbers from 

the perspective of a system like Dominion's don't reflect 

supply demand balance as much as they may reflect physical 

balancing of market consumption against nominated flow and 

supply.  The line packing of the system could affect 

storage, but doesn't really represent a source or use of the 

commodity. 

           We engage in a lot of No‑Notice activities.  John 

described the No‑Notice swings against the nominated numbers 

often reverse themselves in subsequent days and that 

fluctuation in the daily figures we believe would introduce 

volatility rather than smooth out the market's reaction to 

storage data. 

           We do have some suggestions for weekly posting 

and believe that it's important to take a standard approach 

to the data that is provided so customers and market 

participants understand the meaning of the figures that are 

made available.  So standardizing the format and the 

approach to what's produced and the clarity of the rules for 

how that should be set for by participants, I think, is very 

important and could be very helpful. 

           One step that Dominion has taken is to post our 

submittal to the EIA with some adjustments, and I can speak 

to that, on the afternoon when we submit the data to address 

the concern that information is known but is not yet out 

there for everyone to understand.  It works well for an 

operator like DTI because we're so large that we can produce 

data and not reveal customer‑specific information.  Some of 

the comments that you've received deal with the propriety 

nature of some of this data.  Knowing the big picture, we 

believe is important, but we are concerned to protect our 

customer's data.  So we do not post our partnership shares 

of shared pools, our affiliated distribution company storage 

operation numbers, nor do we break out any by‑rate schedule 

or by‑customer data.  What we're posting is the Dominion 

transmission piece of what we report to EIA as a storage 

operator. 

           As a storage operator, we report the combined 

effect of all those fields that we're operating, which does 

include some shares of partnership and some other Dominion 

company operated storage.  So there are some differences 

there, but they're easily understood.  I would emphasize 

that for a smaller operator that singular posting that DTI 

can make may be less appropriate because it would reveal, 

necessarily, a dominant customer's position.  Or, if that 

storage is operated for the company's own use, might reveal 

that company's own supply situation. 

           To kind of wrap up, the parameters that we would 

recommend in taking kind of a standard approach to weekly 

postings, which is the balance Dominion would strike, is 

that the data be aggregated in some fashion and that the 

rules be standard, that the Commission look for actual 

rather than scheduled activity and actual change in physical 

inventory on an aggregate basis.  We do a lot of non‑ 

scheduled storage operation as you were speaking of before. 

           We think it's important to ensure that the 

Commission's approach is consistent with EIA data so that we 

don't generate inconsistencies that then require explanation 

and generate concerns.  So, for example, the method by which 

reporting is made we'll have to be care not to double count 

data because it's broken up in different manners. 

           We would also recommend to adopt DIA's approach 

to correction of errors.  That there be some threshold that 

you don't continually adjust the numbers.  Rather, you wait 

for significant changes or adopt kind of a threshold‑based 

approach. 

           In conclusion, we support EIA's approach.  We 

believe it's working well.  We encourage the Commission to 

support efficient markets by looking at providing context 

for this weekly number, helping folks understand what it 

means and what it does not mean and to recognize the 

limitations that this data presents because it's only one 

factor in the information that may affect the use of supply 

and demand.  Thank you. 

           MR. HEDERMAN:  Thank you, Anne. 

           Are there any quick questions? 

           (No response.) 

           MR. HEDERMAN:  Okay.  We'll continue with 

Mr. Keck. 

           MR. KECK:  Thank you.  And I also appreciate this 

opportunity to speak. 

           Well, first, I am the manager of Operations 

Controls  for ANR Pipeline.  And, as one of my 

responsibilities, that includes storage planning and the 

rehab on our pipeline system and some other responsibilities 

supporting gas control. 

           Because ANR does report daily storage numbers on 

our EBB site, I'm here to talk a little bit about that.  Now 

I do believe, though, that Anne raises may valuable points 

and we'll get to that in a minute, a little background, 

though. 

           ANR operates over 235 MMDTH storage capacities 

and it's all located in the State of Michigan.  It's a 

fairly large volume.  This includes ANR Pipeline's own 

storage field as well as storage fields for its affiliates 

and our storage company, Blue Lake and Grand Rapids.  Of 

this, ANR Pipeline has available for customer use over 195 

MMDTH between the storage that it owns and the storage it 

has under contract with ANR Storage Company and Blue Lake. 

           As far as the data we post, we post it on the 

EBD's four ANR Pipeline, ANR Storage Company and Blue Lake.  

This information is posted on a daily basis under our 

informational posting capacity operationally available 

capacity.  That's how you'd get to it.  It addresses both 

storage capacity and the injection withdrawal capacity, 

depending on the  season. 

           In there, we really post three volumimetric types 

of information, which is what we call the operationally 

available, the scheduled quantity and the available capacity 

quantity.  For storage capacity, that represents the 

operational quantity that is total stratificated.  In other 

words, total for customer use.  It generally does not 

change, except for when FERC‑authorized changes are 

implemented, such as abandoning or expanding capacity.  The 

scheduled quantity changes daily and that reflects the 

estimated daily status of the total context utilized by our 

customers based on data that my group provides and then the 

available capacity quantity is just the difference.  Then we 

also post the injection withdrawal capacity numbers on a 

daily basis.  In other words, what's physically available 

and what the customers nominate and, again, what's 

available. 

           As far as the process, we collect SCADA data on a 

daily basis and that's available after 8:59 a.m. in the 

morning.  In other words, a gas day, like for the 27th, 

would end at 8:59 a.m. Central Standard Time today.  So we 

collect that actual data for our storage fields and add that 

then to our previous day's storage content.  Again, this is 

on a total basis that we do this.  That activity, the daily 

activity, plus the updated context, then we issue internally 

to the necessary Pipeline employees for their information 

and use.  From that point, our Transportation Services Group 

takes the data and they make sure it is posted on EBDs, 

again, for ANR Pipeline, ANR Storage Company and Blue Lake. 

           The daily scheduled quantities is updated as 

follows.  They will take the daily content information that 

my group provides for the previous gas day.  Then they will 

add that day's nominations for injection or withdrawal, 

depending on the season, and then they will post that number 

between 3:00 and 5:00 p.m. for availability for the next gas 

day.  So it's an estimate of where our storage is going into 

that next gas day and that's what it represents. 

           Now one thing to keep in mind with what my group 

does, is we only work weekdays, not holidays.  Therefore, we 

only update the contents on those days.  So what happens on 

a weekend or a holiday is the Transportation Services Group 

will take the last posted number that was put out there, 

based on our data, plus noms.  Then, for the next day, they 

will add the nominations for that day and they will do that 

until my group goes back to work and we update the contents 

again for the actual activity. 

           The other thing I wanted to point out is we do 

rely on SCADA data for those daily updates, except once a 

month we, as we say, we true‑up our storage contents.  And 

what that means is that once a month our Measurement Group 

goes through and verifies the accuracy of the data.  Then we 

also get minor adjustments due to fuel use within the 

fields.  There's heaters, there's work that goes on, so 

there's minor adjustments.  So we true‑up the data on that 

day.  We update our contents and then, on go‑forward basis, 

we use that with SCADA data from then on until it's done the 

next month. 

           As far as the EIA report goes, the weekly report 

is based on the contents that we issue from my group on a 

daily basis.  The monthly report is based on the trued‑up 

numbers that reflect the minor adjustments that occur. 

           As to a couple of the questions, one thing is, 

you know, the question has been cost.  I honestly don't have 

a number for costs.  ANR made the decision some years ago to 

put in the equipment to make sure we had this data 

available.  It's an integral part of our process.  I really 

can't identify a number, but the bigger issue, to me, here 

is just one of availability of data.  ANR Pipeline happens 

to operate all of the fields that it owns or has contracted 

for capacity in.  Therefore, we have access to all the SCADA 

data readily available, so we can do this.  Several 

companies might not have that.  That's just one other point 

I wanted to raise in addition to some of the good comments 

that Anne had made and that's it. 

           MR. HEDERMAN:  Just a quick question, would you 

be able to assess what size storage field would probably 

have SCADA‑type data as a routine matter? 

           MR. KECK:  I can't comment for other companies.  

I know that our company, we made that a commitment and have 

it available.  For others, I just can't say. 

           MR. HEDERMAN:  Okay.  Thanks. 

           MR. PINKSTON:  A great follow‑up to that, what 

has been the customer feedback to your provision of such 

information over the years? 

           MR. KECK:  Most of the comments and feedback have 

been mostly in the sense of just they may call and inquire 

as to the specifics of how it's done.  They really, to my 

knowledge, haven't made any comments about whether we think 

this is great and wonderful or what.  They just see it's 

there and they look at it.  So that's about it. 

           MR. PINKSTON:  All the same lines, what was your 

thinking when you decided to make the data available? 

           MR. KECK:  Well, you know, we post the daily 

numbers for all other points on our system.  We had the data 

available.  We basically considered this as just another 

point on our system.  And, again, it's a total number that 

we do post and we felt it was just a customer service thing 

to do. 

           MR. FLANDERS:  How do you handle the No‑Notice 

services? 

           MR. KECK:  No‑Notice, because what we post is the 

actual contents from the day before, plus nominations and 

No‑Notice is not in the nominations.  So there is an element 

of inaccuracy for that day because of that.  I mean, it's 

there but we feel it's a reasonable approximation or 

estimate.  The next day, after the actual activity has 

occurred, we pick up whatever No‑Notice activity occurred 

and then on a go‑forward basis.  Again, it's just what 

happens on that day. 

           MR. HEDERMAN:  Thanks. 

           Let's turn to the customer side.  Laura Schepis, 

thank you for showing up on short notice. 

           MS. SCHEPIS:  Well, thank you for having me and 

APGA thanks you for the opportunity to participate in this 

technical conference. 

           The purpose of my appearance today is to 

demonstrate Public Gas System's support for the initiative 

FERC staff have shown in convening this conference and in 

continuing a productive dialogue on improving gas market 

transparency.  The importance of accurate and timely storage 

data and the methods industry can employ to support those 

two key goals. 

           As you know, APGA has consistently advocated for 

reasonable and prudent industry standards and regulations 

that will allow all industry participants to access the data 

and information that is necessary for making business 

decisions in our highly volatile natural gas market. 

           Even with all the changes that we've experienced 

in the natural gas market, it seems that we often view the 

market through the same windows that we've used for decades 

and it is time to examine these methods closely.  

Admittedly, gas and storage constitutes a relatively small 

part of the overall gas supply/demand picture.  However, it 

has played a disproportionate role in stimulating 

unwarranted price volatility.  Now, since the release of the 

weekly storage report, is the only time  the curtain draws 

back on storage information.  Our industry gathers around 

and takes the information and each party makes what they can 

from it.  Some seem to make a substantial profit based on 

the evidence we see in the swings in the NYNEX contract 

price.  Public Gas Systems put that information along side 

other snapshots, such as the index price reports and we 

simply try to make the best purchasing and storage decisions 

that we can for our induce customers. 

           APGA strongly urges the Commission to institute 

this generic rulemaking to consider whether the Commission 

should require interstate natural gas pipeline companies and 

other owners and operators of storage facilities to post 

this actual daily natural gas storage information.  Weekly 

reporting has contributed to the unwarranted price 

volatility because we have an absence of other relevant and 

timely gas supply and demand data.  The unwarranted 

volatility associated with the mystery of the weekly storage 

number has many unfortunate side affects.  One of which is 

to tempt market participants to leak that information or use 

it for undue economic advantage. 

           Most LDCs and, certainly, the vast majority of 

APGA's 600 members, rely on monthly indices to price gas 

purchase.  And, unfortunately, the wild price volatility 

swings affect these indices and undermine market integrity.  

Daily reporting, in conjunction with the weekly reporting, 

can provide an independent verification of the storage 

reporting process.  I think with both elements in place we 

will have an overall better system. 

           Since a great deal of the natural gas storage in 

the country is under FERC's jurisdiction, it seems that 

that's a good place to start a daily reporting program and 

APGA looks forward to an open and informed discussion of 

whether a daily reporting program should be expanded beyond 

that. 

           Moreover, if FERC would aggregate this daily 

storage information in the same why that EIA reports it.  

That is, in the East, West and producing regions and make it 

available to the public, then the industry will have 

improved daily storage information that will take the 

mystery and volatility out of the weekly report.  Daily 

storage reporting will also provide helpful operational 

information to LDCs and other shippers. 

           I want to address some of the criticisms of the 

staff proposal that have appeared in the comments.  It seems 

clear that we don't have any consensus on just what this 

daily storage information would add to the market.  However, 

it is clear from the recent settlement agreements that 

additional storage information can be very useful and 

valuable to market participants. 

           Some critics have already determined that daily 

reporting will create additional inaccuracies and add to 

volatility.  They have drawn analogies between monthly 

reporting and weekly reporting and between weekly reporting 

and daily reporting.  If we follow that logic to the 

extreme, we might end up with only one annual storage 

report.  Going forward, it would, of course, make sense for 

staff and for industry to examine and report upon the true 

variations and accuracy between the monthly and weekly 

reports over time and to conduct modeling that can predict 

the achievable accuracy levels of daily reports and it will 

help us all if we can a few years back when EIA assumed 

responsibility for the Weekly Report.  It did take a while 

to work out the kinks, improve the Report's accuracy and 

decrease the number of revision.  APGA submits that a daily 

reporting scheme would experience some inaccuracies at 

first, but gradually improve and that the market will 

occilate around the daily number just as it does the weekly 

number. 

           APGA agrees absolutely that the market will never 

be rid of all volatility, but we must have an open and 

informed discussion about how much volatility will occur on 

a daily basis and whether that volatility will be warranted 

or unwarranted. 

           APGA would like also to have a constructive and 

open dialogue about the costs.  Many commenters thought that 

a daily program would be burdensome and overly expensive, 

but we would really like to know more about the numbers that 

those conclusions are based upon.  We certainly don't 

suggest that the industry should spend a dollar to save 10 

cents. 

           For consumers, there are considerable potential 

benefits.  I cannot draw a direct line between increased 

transparency and markedly decreased bills, but I can say 

that transparency will improve our market's operation, 

increase transparency and remove some of the public's doubts 

about the market's integrity. 

           Finally, APGA, of course, would not advocate for 

a system that compelled market participants to release 

anti‑competitive information.  However, this problem should 

be studied and a proposal designed that allows for 

aggregation and, perhaps, further accommodations for 

situation such as a pipeline having only one customer. 

           Thank you for the opportunity to be here and I 

will attempt to answer any questions. 

           MR. HEDERMAN:  Thank you, Laura. 

           Any quick questions? 

           (No response.) 

           MR. HEDERMAN:  Okay.  Gary Chapman, you're here 

representing the Industrial Consumers Association. 

           MR. CHAPMAN:  Correct.  That's right. 

           MR. HEDERMAN:  Thank you. 

           MR. CHAPMAN:  Good morning.  My name is Gary 

Chapman and I'm a senior energy commercial manager at the 

Dow Chemical Company.  I'm speaking to you today on behalf 

of the Industrial Energy Consumers of America, IECA, a 

coalition of over two dozen manufacturer and corporations 

with members from the plastics, cement, paper, chemicals, 

fruit processing, fertilizer, installation, steel, 

pharmaceutical and brewing sectors. 

           IECA members have annual product sales of $400 

billion and an energy cost in excess of $15 billion.  Energy 

cost has a direct effect of the global competitiveness of 

each one of our members.  We appreciate FERC's initiatives 

in looking for ways to improve the natural gas marketplace 

function.  Our interpretation is that FERC is investigating 

three changes to the current process:  increasing storage 

reporting frequency from weekly to daily, which the IECA 

fully endorses; increasing the comprehensiveness of storage 

operators reporting data, also which IECA endorse; and 

increasing the data granularity available to the 

marketplace, which IECA does not support. 

           The benefits of having open, summarized industry‑ 

wise storage data are reduced price volatility, increased 

market transparency and confidence and reduced incentive and 

ability for market manipulation.  Next to the high absolute 

price of natural gas, price volatility has become the most 

significant issue facing consumers.  Volatility creates 

uncertainty and uncertainty impacts decisions in everything 

from whether consumers will invest capital in the United 

States versus another country, investment in new natural gas 

supply. 

           One measure of volatility is the difference 

between the high price and low price of the NYNEX prompt 

month date contract.  We reviewed these daily high/low price 

differentials over the past year and averaged them for each 

day of the week.  The least volatile days were Tuesdays and 

Fridays with a high/low spread of 20 cents.  Followed by 

Mondays and Wednesday, with a spread of 23 cents.  And 

Thursdays are the most volatile with a high/low spread o f 

28 cents.  Price data for day‑ahead, physical natural 

transactions showed very similar results. 

           Even more surprising, and indicative of market 

inefficiencies from weekly reporting is the NYNEX prompt 

month high/low differential on Thursday mornings during the 

one‑hour period surrounding the data release.  Over the last 

10 weeks, this one hour high/low differential averaged 14 

cents for an MMDTU.  That is half of the daily spread.  This 

14 cents represents an estimated uncertainty to the 

marketplace of $50 million.  Now this $50 million 

uncertainty estimated is based on NYNEX's average prompt 

month daily volume and does not incorporate physical 

commodity transactions or financial over‑the‑counter 

transactions.  These data points are indicative of a 

marketplace whose price is significantly influenced by the 

Thursday inventory date release. 

           The only way to prevent unlawful use of storage 

data is to minimize the value of that storage information by 

making it available to all market participants on a daily 

basis.  Not only will increasing the frequency and 

comprehensiveness of data reporting make it more difficult 

to alter specific data reports, it will also reduce the 

incentive or payoff from providing misleading data.  Timely 

storage data has increased in importance to the marketplace 

due to the tight supply/demand balance combined with the 

real‑time delivery nature of the product. 

           Domestic supply is stagnant to falling.  Demand 

is growing to price in the shortrun.  The only indication of 

where supply and demand is headed in the shortrun is to 

whether report an inventory data.  In recognition of the 

importance of storage data, there are literally dozens of 

consultants, markers, financial houses that analyze and 

publish forecasts of the storage data.  More frequent data 

publication will increase market transparency. 

           Comprehensiveness, there are just as Elizabeth 

mentioned earlier this morning, I won't review the 

statistics that she targeted for, but I will mention that 

the statistical approach that the EIA does to their 

reporting methodology is appropriate and the IECA recommends 

increasing the number of operators surveyed to include more 

interstate, intrastate and LDCs in order to increase 

accuracy. 

           Granularity, there's a significant risk, however, 

of being too transparent or providing too fine a level of 

data granularity to the marketplace.  Detailed storage field 

specific inventory is needed to build up to the regional 

inventory summaries.  However, inventory data for individual 

fields must not be made available to the marketplace on 

anything other than a voluntary basis.  Specific field data 

should be regarded as commercially sensitive and 

confidential. 

           An independent entity like the EIA should gather 

the data on an internet‑based secured fashion, aggregate the 

data into the three regions of East, West and producing and 

publish the summarized results.  The EIA has done a very 

good job cleaning up this weekly process and will do just as 

good a job of providing the daily data. 

           As far as the process is concerned, there are 

five steps to the process.  First, gather the data.  Prudent 

storage operators know on a real‑time and continuous basis 

what their inventory level is.  Similar to your personal 

checking account, it is easy to keep up with the account 

balance.  The industry widely uses SCADA and alimentary 

technology.  With the value of gas more than doubling in the 

past few years, one has to wonder how a storage operator can 

assert that he does not know daily what his inventory level 

is.  Storage operators should be left to their best 

engineering judgment as to how to determine the actual 

storage inventory.  If the methodology for determining 

storage inventory changes, then the operator should be 

obligated to inform the EIA in advance. 

           Total gas, working gas injection/withdrawal data 

should be reported on an actual basis.  That is, not based 

on schedules.  Schedule injection or withdrawal flow can be 

very different from actual flow due to real reasons like 

weather conditions being warmer or colder than forecasted.  

Or do to fabricated reasons like a market participant 

wanting to adversely influence pricing. 

           Second in submitting the data, the storage 

operator should then log on to a secure website and put his 

password, total gas, working gas injection/withdrawal data 

and log off.  Compiling the data, tools exist today to 

easily accommodate secure, web‑based data collection and 

summarization.  Currently, the EIA does the compiling and 

summarizing and we recommend EIA continue this on a daily 

basis. 

           Fourth, publishing the summary reports, again, 

the EIA does this very well and we recommend no changes to 

this.  And, fifth, corrections to the data.  The EIA spends 

time verifying storage data, particularly, storage operators 

corrections, clarifications and reclassifications.  We 

suggest no changes to the method the EIA currently employs 

to handle these necessary activities. 

           Thank you again for allowing IECA the opportunity 

to provide comments to this important improvement to the 

functionality of the gas marketplace. 

           MR. HEDERMAN:  Thank you. 

           Bob, do you have a question? 

           MR. FLANDERS:  I'm curious as to whether you 

would support the daily reporting if EIA wasn't involved in 

the compilation of it? 

           MR. KECK:  It needs to be an independent entity 

of some sort.  And one that has done the best job in recent 

memory is EIA. 

           MR. FLANDERS:  I imagine that they would not be 

particularly comfortable with that since the weekly 

reporting has already ‑‑ the significant job and I know they 

took that on voluntarily from AGA.  I hate to imagine or to 

assume that they would be taking up the daily job. 

           I'm curious.  So you think in order to kind of 

reduce the granularity problem it needs to be aggregated by 

somebody? 

           MR. KECK:  Yes.  It very much needs to be 

aggregated.  Another point that, perhaps, needs to be made 

is that, if it's out individually, on individual websites, 

then you run the risk of those that can do that aggregation 

themselves, web‑scrapping and that sort of thing, fastest 

would actually have an advantage over the rest of the 

marketplace.  So the aggregating and the summary data is, I 

think, what's most important to the industry. 

           MR. FLANDERS:  And what kind of a turnaround are 

you envisioning for the aggregation function? 

           MR. KECK:  I think one day is far to fast.  Two 

to three days, again, with the tools that are available, I 

think are sufficient. 

           MR. FLANDERS:  Thank you. 

           MR. HEDERMAN:  Okay. 

           MR. KROEGER:  Anne Bomar, you mentioned the 

importance, in your view, that any storage data posted by 

pipelines be consistent with information provided to the EIA 

and you mentioned that Dominion makes an adjustment.  I 

would if you'd say what the need is to make that adjustment 

and what that's about. 

           MS. BOMAR:  Sure.  We voluntarily post Dominion 

Transmission's own data on Dominion Transmission's website 

and didn't take it upon ourselves to disclose those other 

elements of pools that we operate, but are not really the 

services that Dominion Transmission is offering.  So we have 

not pursued, although it could be pursued on an operator‑by‑ 

operator basis, to disclose the data in the same slices, if 

you will.  But, in the context of Dominion Transmission just 

trying to make its own data available, although we operate 

pools that are broader than Dominion Transmission, we've 

reported, basically, posted a subset of the data that we do 

submit to the EIA. 

           MR. KROEGER:  Would there be any impediment to 

just posting what you provide the EIA? 

           MS. BOMAR:  I think we would have to have the 

consent of the other companies for whom we operate storage 

before we could publish the data in that way.  We publish 

for an aggregate purpose through the EIA's structure, which 

provides confidence that that data is maintained in a 

proprietary way and that's lost when we post the individual 

Dominion operated pools, for example, on a DTI website. 

           MR. KROEGER:  Another question.  You mentioned 

one concern that you'd have about daily posting is, would be 

the need for prior period adjustments.  Since most of the 

data or all the data from your storage fields would come to 

you electronically, how frequently would you expect that you 

need to make adjustments for your daily posting? 

           MS. BOMAR:  It's hard to say because it's such a 

fact‑specific issue.  We do have a percentage of our storage 

pools that are not electronically metered and so it depends 

a bit on where the activity is in the physical fleet of 

pools that we're operating and what influence might have on 

how much might need to be estimated in terms on ongoing 

data.  I think some of the commenters tried to describe the 

difference SCADA and the chart measurement that's been gone 

through with an accurate btu adjustment and so forth.  And, 

certainly, if the data is understood to be operating data, 

as ANR's described, I mean, Jeff's got a true‑up that 

happens each month to try to reconcile those differences.  

Depending on how the Commission would approach truing up the 

difference between those operating figures, which are just 

that, and the ‑‑ you know, sort of measurement quality data, 

you could be adjusting either daily as you get those charts 

read and the actual measurement data in, which is kind of a 

‑‑ not a once‑a‑month process really, but an ongoing effort.  

Or it could be  a monthly true‑up of some sort.  But folks 

would need to understand that the data being produced is of 

just that operating quality 

           And sort of contrary to the checkbook analogy, we 

do, ultimately, know what the inventory is exactly, but we 

operate the system day‑to‑day by monitoring flow rates and 

pressures, not decatherms that are leaving the account.  

It's more than that accounting afterwards and the commercial 

side versus the operating side of this is from two different 

aspects, in my view.  Certainly, we do know exactly what a 

customer has taken from its account at the end of the cycle 

when the measurement is available.  But, on an ongoing 

basis, we have operators watching pressures and flow rates, 

not decatherm transfer.  It's a different level of accuracy 

and expectation and I think people should understand and not 

read too much into data that will be provided on such a sort 

of streaming basis. 

           MR. HARVEY:  What technology do you use to 

measure flows in and out of storage?  Do you use an 

electronic measurement or do you taper dicks? 

           MS. BOMAR:  There's electronic measurement and 

communication quite a bit.  I may need to defer to the 

operating person here, but there are still charts that are 

read for storage well activity in the Dominion system.  I'd 

have to get more details about the proportion of that. 

           MR. HARVEY:  I mean, that would seem to be the 

relevant question or a relevant question, which is what 

technology is available and how recently that technology has 

been updated compared to the importance of the data in the 

marketplace. 

           MS. BOMAR:  Right.  Well, recalled it, for our 

purposes, it's still a monthly billing cycle and monthly 

data in terms of the customer's beginning and ending 

inventory is what we're focused on commercially. 

           MR. HARVEY:  No.  I understand.  But our concern, 

also, extends to the functioning of the market and so data 

availability.  You suggested in your comments that this is 

only one factor in terms of supply and demand.  What other 

factors is there data available on a timely basis for people 

to make their trading decisions? 

           MS. BOMAR:  And I'll answer that with a ‑‑ I 

don't know.  And part of what I think the Commission might 

do well to focus on is sort of putting this number in 

context, providing other data points so that the weekly 

report is not the mystery that is the only peek behind the 

curtain; that if there is production data or weather 

information or some other indicators of both supply and 

demand that can be brought to bear, I think people do take 

those things into account when they can find that data and 

that some of that sensitivity to those other factors go into 

decision‑making today. 

           I mean, I do think there is an attention paid to 

this figure.  I'm not a commodity market participant, so I 

may be naive about it. 

           MR. HARVEY:  For example, presumably, if we 

wanted to know more about production, we would look at 

measurement of wells, which I can only presume has a similar 

or, perhaps, more difficult technology associated with it.  

But, in that case, would we go to the pipelines for that?  I 

mean, who's metering that?  How would we get that close to 

even a weekly basis? 

           MS. BOMAR:  Right.  It would be receipts into 

pipelines, I suppose.  But, in terms of the Commission's 

world view, that would be the source.  I guess what I would 

question is whether the market really learns anything by 

watching the flutter at the margin of the storage 

activities.  That storage is serving several purposes.  In 

part, it's managing commodity purchases.  It's also, and 

maybe I emphasize this because I think it's how a lot of 

Dominion storage customers use their storage, certainly, 

it's for seasonal purposes, which, frankly, weekly or 

monthly numbers will give you a sense of how that storage 

fill over the annual period is going.  But the day‑to‑day 

variations that are the physical balancing or Dominion's 

withdrawals for operating purposes to pack its particulated 

grid have, in my view, kind of a limited import on how much 

supply is really available to the market. 

           MR. HARVEY:  Let me understand because, I mean, I 

don't know whether the market is learning anything from 

these numbers either.  I would say it's fairly indisputable 

that the market's reacting to these numbers. 

           MS. BOMAR:  The weekly reports. 

           MR. HARVEY:  To the weekly reports.  Whether it's 

learning anything or not, I don't know.  Are you suggesting 

‑‑ I mean, it's sort of two paths.  Right?  There's to make 

those numbers as useful or as true or as available as 

possible.  Or there's explaining to the market that they're 

just not very valuable and you should something else.  Are 

you suggesting one path or another? 

           MS. BOMAR:  No.  Certainly, we're not suggesting 

you should go to an annual number so that you get the most 

accurate figure, although I would contend an annual number 

will be more accurate.  But we think the weekly cycle 

strikes a good balance.   It gives us an opportunity to 

aggregate or clarify or confirm anomalies in the data.  And, 

still, we're not waiting for that monthly number, which is 

where we were 10 years ago, watching for ‑‑ speculating on 

that figure. 

           MR. HARVEY:  But 10 years ago the storage number 

wasn't as important.  We could swing on production as well 

10 year ago.  That's not true today. 

           MS. BOMAR:  I don't know why not.  Really? 

           MR. HARVEY:  We can swing on production when 

we're running it pretty much full out. 

           MS. BOMAR:  Well I guess it depends on where you 

are in the grid.  We certainly as a downstream pipeline have 

always had this role of balancing flowing supply and 

fluctuating weather dependent demands.  So that element of 

how Dominion operates hasn't changed that much, maybe in 

market area storage. 

           MR. HARVEY:  I guess I appreciate the production 

issues and that's what we really do want to understand, sort 

of the cost side of the equation.   

           I would suggest that there's a relatively 

significant benefit side of the equation, which is what 

we're hearing from customers and it really is associated 

with the question of the market is reacting to something.  

Whether it's learning something or not is an absolutely fair 

point. 

           Our concern in a competitive market, which, of 

course, our job is to make sure the market's competitive so 

that it's just and reasonable at the end, is that the 

information be as accurate as possible and as accessible as 

possible. 

           MS. BOMAR:  Right.  And I think what we would 

suggest is two fairly straightforward and low cost steps 

that could be made to make the weekly process better, which 

reducing that lag between when the information is brought 

together and when it's made available.  And we agree that 

there's concern that folks find this out in a fair manner, 

so that's a step that can be taken in a pretty 

straightforward manner. 

           And then, also, standardizing what people mean by 

what their publishing so that people understand if it's 

SCADA, true‑up by nominations over weekends or whatever.  

That that process helps people understand what, in fact, the 

number represents and what it does not represent, which is 

metered accurate decatherms, you know, from the storage 

pools on a daily basis or weekly basis for that matter. 

           MR. CHOO:  I'd like to ask you a question since 

you're the center of attention. 

           MS. BOMAR:  Sure. 

           MR. CHOO:  But, earlier in your speech, you 

asserted that daily numbers would actually increase 

volatility.  Can you elaborate on that.  And, if you're not 

in a position to do so today, could you have your staff 

quantify it and file it with the Commission? 

           MS. BOMAR:  We'd be happy to file follow‑up 

comments to give some better statistics.  We have a very 

storage‑dependent system, Dominion's is.  On a peak day, 

something like two‑thirds of our deliveries are from storage 

pool, whether that's from storage service or not is a 

separate question.  Day‑to‑day, weather moving across the 

Dominion system will change our pattern of use of the 

storage pools where we may withdraw significant quantities 

in order to pack up parts of the system in anticipation of 

weather and things like that.  So that the variations in 

what's coming out of the pools physically may or may not 

relate to what's being consumed or what was available in 

terms of flow and supply or what might be available on a 

spot market to purchase.  To me, those things are slightly 

different, but we can try to get some sense of that. 

           MR. CHOO:  Yes.  I really would like to delve 

into that deeper.  As an engineer, I see if the daily 

variations like that and, if you wait for one week to report 

that, it's a big variation. 

           MS. BOMAR:  Yes. 

           MR. CHOO:  So it seems like the reaction to what 

weekly number would be much larger than reaction to daily 

numbers. 

           MS. BOMAR:  Right.  And part of the challenge is 

we don't ‑‑ it's sort of what I was talking about.  We watch 

the flow rates and the pressures and aren't as focused on 

that daily quantity issue, but believe it will fluctuate 

because of operating decisions we're making within the 

system and may or may not correlate to the deliveries we're 

making through use of storage or customer's inventory 

levels. 

           MR. CHOO:  Thank you. 

           MR. BAHUMIAN:  I have a question.  DTI's storage 

fields are pretty old.  Can I say that? 

           MS. BOMAR:  Sure.  Getting older every day. 

           (Laughter.) 

           MR. BAHUMIAN:  And the equipment you're measuring 

with is old, also.  Do you have enough up‑to‑date technical 

facilities or measuring facilities?  What percentage of 

these facilities are up‑to‑date?  Can you give the exact 

data? 

           MS. BOMAR:  There's certainly percentage ‑‑ in 

preparing for this meeting, we were looking to that data and 

I'll need to follow‑up in comments with specifics but there 

may be 10 percent, for example, of the storage wells that 

are measured only by paper charts.  That the influence of 

that, though, on a given day's storage, the share of the 

storage being used that is then only available through chart 

measurement would depend on the setup of the system.  So, if 

we're using that older pool at a certain part of the season 

more heavily, that would have more of an influence.  Or, if 

those wells are not being used at a certain time, we may be 

able to provide a larger percentage of the data with 

electronic or SCADA‑type accuracy. 

           MR. BAHUMIAN:  Now are your account numbers 

matched with your engineering numbers?  Do you do that every 

six months? 

           MS. BOMAR:  It's an excellent question.  What I 

wonder if we ever really.  I'll look into that, Tom, because 

there is the ongoing SCADA measurement that we use to see 

that the system is being operated to maintain the facility's 

integrity.  That he pressures are appropriate.  That the 

flow rates are as expected.  Then there is the actual 

custody transfer measurement that's done in terms of 

maintaining the books and the accounts and the actual 

customer inventories. 

           Whether there's a purpose to go back and 

reconcile those is a good question.  It just may not be that 

that's done. 

           MR. BAHUMIAN:  How about ANR? 

           MR. KECK:  Well, as I stated previously, our 

measurement people do go through once a month to verify the 

accuracy. 

           MR. BAHUMIAN:  Engineering evaluation or is it 

accounting evaluation? 

           MR. KECK:  Engineers?  They do have engineers in 

the field, so I don't know if I can say with 100 percent 

certainty that it's engineering, it's accounting.  They go 

through, review the data to see basically if it appears 

accurate.  That's probably the best definition I can give.  

So they do that once a month. 

           MR. BAHUMIAN:  The reason I mentioned that is 

just to make you understand that the engineering evaluation 

of storage performance is not daily the basis.  It's every 

six months.  If you do it good, it's every six months.  If 

there's loss, they cannot do that.  All these accounting 

numbers you get or a pass through, it has to be matched with 

engineering actual performance of your storage fields.  If 

you don't do that, the numbers will not match. 

           MR. KECK:  That is a very good point, Tom, and 

our company does do semi‑annual evaluations of the storage 

fields themselves as well.  I don't take that into account 

when I say the normal minor adjustments that we have on a 

monthly basis due to fuel company use type thing.  But, yes, 

we do the semi‑annual field tests on the fields. 

           MR. PINKSTON:  Jeff, along those same lines, do 

you ‑‑‑ Dominion mentioned the day‑to‑day variances due to 

line pack and imbalance.  Do you have a lot of No‑Notice on 

your system and do you find that being a problem with 

posting the prior day's inventory levels? 

           MR. KECK:  We do have No‑Notice on the system.  

That's definitely a factor.  What we're attempting to do 

when we post this data is to give our customers what we 

consider a best estimate of where it is at that point in 

time. 

           Now taking into account the SCADA data for the 

day before, that we feel is fairly accurate.  Okay.  Adding 

the nominations on, at least, gives you a rough idea.  I 

mean, you don't know what's going to happen.  Anne said that 

the same way.  It's an estimate and it's put out there for 

the benefit of our customers. 

           MR. CHOO:  This is a follow‑up on that, Jeff. 

           At this time, do you post the actuals from the 

previous day separate from the estimate of what's going 

forward or are you combining them? 

           MR. KECK:  It's combined. 

           MR. CHOO:  Okay.  It is possible to separate them 

if there were enough customer request to do so? 

           MR. KECK:  As long it was understood that's a 

representation of the day before.  Yes. 

           MR. CHOO:  Technically, it's possible. 

           MR. KECK:  Right.  Because, like I say, they take 

our information and add the nominations to it. 

           MR. CHOO:  Okay.  Thank you. 

           MR. KOHUT:  Under your No‑Notice services, do the 

customers who use No‑Notice service on one day have to make 

it up the next day?  Or what is the requirements for making 

up gas that they may take out of storage in order to use No‑ 

Notice? 

           MS. BOMAR:  I can talk about Dominion's.  Our 

No‑Notice customers are using their own storage gas 

inventories to supplement flowing gas supply and their own 

storage capacity to absorb excess supply that they brought 

to the system. 

           In my understanding, the customers don't nominate 

even to fill the storage pool.  They just nominate flowing 

supply onto the DTI system and we inject into or withdraw 

from storage the difference between what they've tendered to 

us and what they're city gage has absorbed.  So it's very 

convenient and sort of straightforward in that way.  They 

have to stay within the storage capacity and their storage 

gas balances.  And, if, after the fact, you find that a 

customer has overrun their storage space or has withdrawn 

quantities that aren't in their storage gas balance, there 

are penalty mechanisms in the tariff to address those 

overruns. 

           MR. KOHUT:  So they have to have joint storage 

and transportation in order to have No‑Notice on your 

system? 

           MS. BOMAR:  Right.  The way we unbundled sale 

service was to provide customers with a combination of 

transportation and storage assets that they then use in that 

sort of integrated way. 

           MR. KOHUT:  Is that true for ANR, too? 

           MR. KECK:  Yes, it is. 

           MR. KOHUT:  I believe that there might be some 

pipelines that offer No‑Notice, but don't require you to 

hold storage.  So they would have makeup requirements, 

wouldn't they, if they had to pull? 

           MS. BOMAR:  I don't know, Michael. 

           MR. FLANDERS:  I'm curious of the contrast 

between ANR's approach to daily capacity and storage and 

Dominion's. 

           And, as I understand it, Jeff, on ANR, you post 

the available storage capacity every day and then you make 

this adjustment for nominations.  But, in Dominion's case, 

Anne, you don't approach? 

           MS. BOMAR:  No, I don't think so.  I mean, the 

storage services that we have are fully subscribed, save a 

slice of a project that I'm happy to talk to anyone about 

after the meeting.  There are some customers that are 

straight GSS rate schedule customers that would nominate 

services into other pipelines.  And, so the capacity 

available at delivery points for those interconnects is 

posted, but there's not a sort of nominated storage estimate 

or anything that we would believe is representative of some 

kind of use of the service. 

           MR. FLANDERS:  So the available capacity 

requirement you look at for delivery points as to how much 

space is available on a day‑to‑day basis for that point and 

that could be nominated for interruptable service, for 

instance? 

           MS. BOMAR:  Uh‑huh. 

           MR. FLANDERS:  Why don't you have the same 

approach on storage?  That there's a certain amount of 

capacity in storage that could be use for interruptable 

storage, for instance?  And you'd post this is the kind of 

space available in the storage just the same way you'd say 

here's a space available at the delivery point?  Is there a 

way to read the regulations that you reached this 

interpretation? 

           MS. BOMAR:  I'll have to take a look at it.  I 

just don't know. 

           MR. FLANDERS:  Well, in the case of ANR, are you 

doing that because you think it's required by the 

regulations or are you doing it as a customer service? 

           MR. KECK:  We're posting what we do as a customer 

service.  That's the whole reason we're doing it. 

           MR. FLANDERS:  Thanks. 

           MR. PINKSTON:  Do you think, I guess, ANR, do you 

feel there's some operational advantages in making 

transportation decision with having this information posted? 

           MR. KECK:  An advantage?  I can't say there's an 

advantage.  That would be speculation.  Again, it's data 

that we had available and we basically just thought it would 

be a benefit to the customers.  I mean, that's the whole 

reason why we decided to do this.  And, keep in mind, while 

the SCADA we feel is good data, when you add the nominations 

on it, it adds a little element of inaccuracy to it.  So 

it's an estimate that we're putting out there for the 

benefit of our shifters is all we're doing. 

           MR. BAHUMIAN:  In ANR, how many storage fields do 

you have?  You don't have that many.  Right? 

           MR. KECK:  The Pipeline itself owns nine storage 

fields now.  We just abandoned one. 

           MR. BAHUMIAN:  And DTI has a lot larger, more 

storage field than you do.  I guess that makes a lot of 

difference.  You know, if you have fewer storage fields you 

can ‑‑ 

           MR. KECK:  ANR Pipeline owns nines.  We also 

operate four others for ANR Storage Company, one for Blue 

Lake and one for Grand Rapids. 

           MR. BAHUMIAN:  I was wondering, if you only have 

maybe two or three storage fields, it would be easier to 

provide that information.  And then DCR is larger. 

           MS. BOMAR:  Right.  Part of the issue for us is 

we have ‑‑ I'm trying to count, I think 19 pools.  But it's 

also that the storage capability is used to effectuate 

transportation service deliveries and vice versa.   

           There's an integrated use of the capabilities of 

the system.  The storage pools capabilities are used to make 

sure there's deliverability at LYDE for transportation 

service, for example.  So it may depend somewhat on how you 

integrate your services and the tools you had to provide 

that service. 

           MR. HARVEY:  Mr. Chapman, I've got a question or 

two to shift the focus down the line a little bit. 

           You indicated in your comments that with 

granularity certain commercially‑sensitive information might 

get released. Can you explain to me what that is and how 

that would happen? 

           MR. CHAPMAN:  With the specific field, and there 

was a number in the comments, a number different than the 

commenters went through in detail on how this might work 

with a specific field.  But, if someone had drawn very hard 

for a couple of days out of their particular field and they 

were daily putting that data out to the marketplace, then 

those that provide supplies for the entity that needs to now 

replenish into that field, the prices would go up, I 

believe, higher than they otherwise would.  It's just a 

question of the marketplace would know that the person was 

in need of it. 

           MR. HARVEY:  But how would you know that about a 

specific player?  Are you suggesting that certain regionally 

segregated fields where there's a dominate buyer? 

           MR. CHAPMAN:  No.  I was thinking more along the 

lines of specific field ‑‑ if individual field data were 

known, which is what I think the initial context of this was 

about, then people would know that.  Then the producers, 

suppliers would be able to see that information. 

           MR. HARVEY:  So, I guess, I'm just a little ‑‑ 

I'm trying to understand why the removal of information from 

the market would somehow ‑‑ would do anything but reduce the 

competitiveness of that market. 

           MR. CHAPMAN:  It's not removal.  Well, I'll 

talking about my particular example. 

           MR. HARVEY:  Sure.  That would be great. 

           MR. CHAPMAN:  We operate two different salt domes 

in the Gulf Coast, one in Louisiana and one in Texas.  One 

is two bcf working.  One's one bcf working.  If my level of 

storage inventory were known, for example, just a few weeks 

ago before Hurricane Ivan came through the Gulf Coast, that 

would have impacted my ability to make sure that my 

facilities ran.  Now that's private storage.  It's my own 

and it's connected to my own stuff, but I could envision a 

scenario where storage levels from individual fields, people 

who operate those individual fields would have those very 

same concerns. 

           Similarly, as far as knowing what your inventory 

levels are and such, remember, that we are now reporting in 

cubic feet.  We're report in cubic feet, not in decatherms.  

And, when I went through to prepare my comments for this, I 

just called down to our control room and 15 minutes later I 

knew exactly what our inventory levels were. 

           I also called my wife to find out what our 

inventory in our checkbook was and that wasn't so 

successful. 

           (Laughter.) 

           MR. HARVEY:  Sir, the second question that I had 

was that you indicated that you had a feeling that there 

were lots of costs associated with collecting the 

information from postings on websites.  Can you help me 

understand that? 

           MR. CHAPMAN:  If they were out on individual 

websites, each website from each entity would have its own 

nuances or its own ways that it would present that data or 

post that data.  In order for someone to get the picture of 

what's going on in a region, east, west, or producing, they 

would then have to aggregate that data and combine it 

themselves.  That would be a very, very difficult task, 

because you'd have to know exactly how to approach each one 

of those individual fields, each one of those entities that 

is reporting the data. 

           MR. HARVEY:  So in combination you would not 

necessarily have the same problem in combination with 

greater standardization of the terminology or the 

presentation of that information? 

           MR. CHAPMAN:  Even if it were standardized ‑‑ 

again, if I didn't have the concerns about granularity, 

about the market power that someone else might have over 

that, then you might be able to write a program to cover 

that. 

           MR. HARVEY:  The market power, I'm sorry ‑‑ 

           MR. CHAPMAN:  Market power, if an individual 

field ‑‑ if the storage level of an individual field were 

known. 

           MR. HARVEY:  So if the situation in a storage 

field is known that conveys market power to ‑‑ 

           MR. CHAPMAN:  It lets those who are selling and 

to the person who is then either going to buy for that field 

or utilize that field have market power over essentially the 

buyer because he will have more information. 

           MR. HARVEY:  Because he'll have equal ‑‑ I guess 

I'm not following where the market power in that case comes 

from.  If they're on, sort of, the same position with regard 

to buying and selling in terms of information.  I'm not 

following the market power part of your argument. 

           MR. CHAPMAN:  Let me think how to better explain 

it.  There were a number of comments from the LDCs and IECA 

supports those comments that say that those entities are 

buying for their ‑‑ for supplying their own customers, their 

own homeowners. 

           MR. HARVEY:  Right. 

           MR. CHAPMAN:  To the extent that a seller knows 

how strongly or how desperate an LDC is to replenish his 

inventory or not to replenish his inventory, I believe, 

would give the seller an upper hand, an upper hand in the 

negotiations. 

           MR. HARVEY:  Okay.  Thank you.  I simply won't be 

able to quite comprehend I think that argument. 

           MR. MURRELL:  Could I step in and follow up on 

that? 

           MR. CHAPMAN:  Sure. 

           MR. MURRELL:  If we look at granularity as kind 

of a broad spectrum with one extreme being the detailed 

information at the smallest measurement unit and the other 

extreme being like the three broad EIA regions, one way of 

looking at that is you've kind of defined for reporting 

purposes what's the market that you're looking at.  You seem 

to be expressing a concern that where there is a one‑to‑one 

relationship between a single storage field and one single 

user that the information being revealed about the field 

reveals the commercial posture of that one user.  If you had 

a single field that had three users, would you be as 

concerned about some kind of competitive disadvantage, or 

five users.  At what point does your concern about tipping 

your hand diminish to the point of not being a problem any 

more? 

           MR. CHAPMAN:  I would say it would tie much 

closer to the more of a region, not so much a field‑ 

specific but more of a region, and maybe not all the way so 

broad as to say the entire east, west, and producing.  But 

it makes a difference because even if you had a half a dozen 

users on one particular field tied to one particular 

pipeline, then those suppliers that are shipping or 

providing natural gas into that pipeline to get to where 

that field is would know.  And so if you could put that 

across ‑‑ for lack of a better term, the State of Illinois, 

the Chicago city‑gate type markets, something like that.  

Now you're broader, you do have more diversification that 

way. 

           MR. MURRELL:  So your concern really expands 

beyond just the number of players.  You're thinking in terms 

of a market where there may be limited supply access.  And 

even if only one customer, even if you don't know who it is, 

has a problem and you can identify that through these 

storage withdrawals, you might be able to raise the price 

for the whole market, so everybody would be adversely 

affected? 

           MR. CHAPMAN:  Or say all the market, say, on that 

particular pipeline, to that particular point, yeah. 

           MR. MURRELL:  Doesn't that require seller 

concentration?  I mean, if you've got multiple sellers, 

you've got competition among the sellers, so the information 

‑‑ I mean, I can see in a case of seller concentration where 

that issue would be of concern, but I didn't hear that 

before, so I don't know.  Is that the distinguishing 

characteristic? 

           MR. CHAPMAN:  If it's widely known and all the 

sellers know it, you're in about the same situation. 

           MR. MURRELL:  But when information is widely 

known among lots of sellers and buyers, we call that a 

competitive market. 

           Fair enough.  We probably won't resolve that one. 

           MR. HEDERMAN:  John? 

           MR. KROEGER:  Gary Chapman and Laura Schepis, 

you've indicated that you think more frequent reporting will 

dampen volatility with respect to commodity activity, 

commodity price activity.  How would you respond to the 

points of commenters who said that the effect might be the 

opposite, that you'd have now focus on a daily point that 

would likely fluctuate more than the weekly point and, 

therefore, you have as much or more volatility? 

           MR. CHAPMAN:  I'll take it first.  Do you want me 

to try it first? 

           The reason that I think that it will dampen the 

volatility is that if we make this assumption that we stay 

with the EIA method of adjustments and corrections ‑‑ that 

is, only do it occasionally, okay, and only when it meets 

certain parameters ‑‑ what will happen will be that the 

marketplace, that inventory build and withdrawal cycle will 

be a smoother curve and more people will be more comfortable 

with it and you won't have the ‑‑ such a focus at 10:30 in 

the morning on Thursday mornings.   

           MS. SCHEPIS:  I would concur with Gary.  It seems 

that we have a buildup every week and then a reaction to one 

number.  It may be that on certain days certain results from 

the daily report would produce some swings, but I think we 

would settle into a pattern of more modulated activity and 

people would have more options during the week.  If they saw 

that a day, Tuesday, was particularly volatile, well, they 

don't have to wait until next Tuesday, maybe Wednesday or 

Thursday will be more suitable for their needs. 

           MR. HARVEY:  Of course, I think, Mr. Chapman, you 

indicated some volatility numbers in those.  Would you 

speculate for me ‑‑ and anyone really speculate for me ‑‑ 

why do we see increased trading activity and volatility 

around a number that in effect is making an assessment 

almost a week old? 

           MR. CHAPMAN:  Because it's the only data that's 

available. 

           MR. HARVEY:  Okay. 

           MR. CHAPMAN:  And, and ‑‑ 

           MR. HARVEY:  Because just literally there's 

nothing else. 

           MR. CHAPMAN:  There's nothing else 

           And that springboards into a question from 

earlier about what about the number of days of delay, one 

day, two days, three days.  That is less important than 

having it more frequently, because if it's just a few days 

old it's always the same few days old. 

           MR. HARVEY:  So it might be ‑‑ it at least breaks 

up the news value of it.  Even if it's relatively old, if 

it's sort of a smoother presentation. 

           MR. CHAPMAN:  Yes. 

           MR. HARVEY:  Is that ‑‑ 

           MS. SCHEPIS: Yes. 

           MR. HARVEY:  ‑‑ your guys belief as well?  Okay. 

           MR. HEDERMAN:  I have a follow‑up storage 

customer question.  Have either of you or any of your 

colleagues taken advantage of the instruments now available 

to lessen the effect of the volatility around the storage 

number reporting in terms of derivatives products? 

           MS. SCHEPIS:  Some of our larger members are able 

to engage in that type of activity, but when you get past 

the top 100 of our members, you come to systems that have 

7500 meters and it drops off rapidly beyond that.  And it's 

not uncommon for me to get a call from someone in a rural 

community who's just been appointed gas system manager and 

they want to know about that hedging stuff. 

           MR. HEDERMAN:  I have probably mentioned this 

before, but I was the consultant to the Municipal Gas 

Authority of Georgia as they did their first gas supply 

plant, so I know exactly what you mean.  And the next call 

is going to be something about a fire engine question, too. 

           MS. SCHEPIS:  Right.  We take them all. 

           MR. CHAPMAN:  The question I would ask is which 

financial derivatives are you referring to, just those 

versus a NYMEX type price or the financial derivatives that 

now have payoffs based on dollars per BCF of storage. 

           MR. HEDERMAN:  Well, I was asking about both in 

terms of are there instruments out there that can take care 

of the uncertainty we're talking about or is it unnecessary 

uncertainty? 

           MR. CHAPMAN:  Part of the Thursday release has 

brought about, I think, an additional financial derivative 

over‑the‑counter product that has actually a payoff.  Like I 

mentioned before, if the expected number is 80 BCF, there is 

a payoff, an over‑the‑counter payoff dollars‑per‑BCF 

different from the expected number.  I don't think in a 

daily market that that product would exist any more.  And I 

also don't know what the value to the end use consumers or 

the producing community, for that matter, of that product 

is. 

           MR. HARVEY:  Can I follow‑up with a slightly 

different question?  Ms. Schepis, I think you were talking 

about how ‑‑ I believe, earlier in your comments, that 

mainly your members tend to buy with reference to the 

monthly indices, or you made sort of a comment along those 

lines.  Why do they care about an hour or so worth of 

volatility on Thursday mornings in the futures market if 

their focus is on the monthly index? 

           MS. SCHEPIS:  They see a connection between that 

volatility, its effect on the market, its effect on the 

price, and a sort of trickle‑down effect to the index price 

that they end up relying on at that monthly purchase or 

annual purchase decision. 

           MR. HARVEY:  But I mean is there any reason to 

believe that what really shapes up to be a couple of hours 

of sort of trading volatility in that market increases the 

cost as it flows through into some of these other products?  

I mean, it doesn't seem clear to me, so I guess I'm asking 

the question why do they believe that, or is it ‑‑ 

           MS. SCHEPIS:  I think there's a lot of 

uncertainty for them and, more than anything else, that's 

what they'd like to have minimized or mitigated.  They 

aren't confident in the price that they're paying and you 

can trace it back through the steps to many factors.  Daily 

storage reporting won't fix it all.  But if it can help us 

minimize the volatility in that one important area  

           MR. HARVEY:  So you're ‑‑ I guess what you 

distinguish between ‑‑ there's a certain amount of 

volatility that would be natural to physical conditions, 

there's a certain amount of volatility that would in fact be 

characteristic of the interactions in a trading environment.  

Sort of there ‑‑ you're distinguishing a different kind of 

volatility, an unnecessary or ‑‑ 

           MS. SCHEPIS:  We've always used the term 

"unwarranted volatility," and I guess the market gets a big 

injection of that every Thursday morning. 

           MR. HARVEY:  Because of, basically, an 

intersection between an operating process that sort of runs 

based on its own logic and the way the market is 

interpreting that information. 

           MS. SCHEPIS:  (Nodding affirmatively.) 

           MR. PINKSTON:  I have just a follow‑up on that.  

Do any of your members, I guess, purchase daily so that they 

are subject to the actual volatility itself to ‑‑  

           MS. SCHEPIS:  Some of the larger ones do.  It's 

very few, but we have some cities that are, you know, up in 

the couple of hundred thousand customers range. 

           MR. PINKSTON:  I also had a question for Gary 

Chapman.  Gary, you had mentioned that you had a concern if 

the data were posted on individual pipeline websites it 

would be difficult to aggregate.  Could you envision 

commercial aggregators performing that service and then Dow, 

for instance, would subscribe? 

           MR. CHAPMAN:  Yes, I could envision something 

like that. 

           MR. GOLDENBERG:  Would you support that if that 

was ‑‑ if the Commission exercises jurisdiction to require 

all the Part 284 pipelines to post the storage information 

and that's all we did, would that be sufficient for you in 

the marketplace, would that help your members, or is that 

not adequate? 

           MR. CHAPMAN:  I don't think so.  And the reason 

that I don't think so is that, once again, it would sort of 

separate those that have the information from those that 

don't, as opposed to having information that's freely 

available and wide‑open available to all.   

           Again, if you look at who does the forecasting 

and who does sort of those data aggregation things, those 

that have the deeper pockets to kind of pay for that 

analysis and pay for those numbers can come out ahead in 

this game, and I'm not sure that that's where we want to be. 

           MR. HARVEY:  In the way of, I guess maybe a 

public service, I guess I would suggest one of the several 

storage estimates we track today in terms of its 

effectiveness and its response is posted regularly on the 

Yahoo Clayton‑Williams website by a guy who does it sort of 

on his own.  Now he's a remarkable guy to do it on his own, 

but it sort of strongly indicates that a person, you know, 

well‑motivated can put this stuff together with a relatively 

high level of effectiveness in that case.  And I would 

recommend R‑O‑B‑R‑Y 825s postings on the Clayton‑Williams 

website to you and your customers. 

           MR. HEDERMAN:  Mr. Keck, just briefly, I want to 

take advantage of somebody from Operational Control a little 

further. Were you at A&R in this position during the 

transition to daily posting? 

           MR. KECK:  No, I was not. 

           MR. HEDERMAN:  Okay.  Well I guess you get off 

the hook then. 

           Any other questions? 

           (No response.) 

           MR. HEDERMAN:  Well, thank you very much.  This 

has been very helpful. 

           MR. KECK:  Thank you. 

           MR. HEDERMAN:  You're welcome. 

           We are taking an early lunch break today, and so 

we will start again at 12:30 and we will try to start on 

time.   

           (Whereupon, at 11:25 a.m., the conference was 

recessed, to reconvene at 12:30 p.m., this same day.) 

                     AFTERNOON SESSION 

                                                (12:35 p.m.) 

           MR. HEDERMAN:  Okay.  If we could settle down, we 

will get started and try to keep on schedule again. 

           Wow, that was a very quick response.  Thank you.  

The first panel this afternoon will take a more local 

perspective, if you will, and we will use the same format of 

listening to each speaker and then having most of the 

discussion as a panel.  And if we could start with Tom 

Pearce, representing NARUC.  Welcome, Tom. 

           MR. PEARCE:  Thank you very much. 

           On behalf of the NARUC staff subcommittee on gas, 

I extend to you our thanks for the opportunity to 

participate in this important technical conference.  Let me 

note up front that the remarks that I give today are my own 

and that they do not represent the views of my commission, 

its staff, nor do they necessarily represent the views of 

NARUC nor of any particular NARUC member.  However, my 

subcommittee members have provided me with significant 

guidance and agreement in many areas that my comments touch 

on today and I hope that you will hear these as concerns of 

state regulators in general.  In the interest of time, my 

comments will address the thrust of the questions for 

intrastate pipeline companies and LDCs but in a more general 

fashion. 

           As regulators, we at the state utility 

commissions are not in the best position to address the 

question as to the ability of intrastates and LDCs to post 

storage inventory information as that varies by operator and 

by jurisdiction.  There does exist much doubt amongst my 

subcommittee membership as to whether the FERC does, indeed, 

possess or ought to possess the legal authority to compel 

the posting of such storage inventory information when this 

subject matter is clearly in the domain of intrastate 

commerce.  However, we are not addressing the question of 

the legal authority of the FERC to require the posting of 

such storage inventory information at this time.   

           In addition to the questionable legal authority 

over intrastate pipelines and LDCs, my subcommittee members 

have concerns as to the requirements for the data and the 

access to the data.  For states, particularly those that do 

not have retail choice, significant concerns arise from the 

significant potential of damage to an LDCs bargaining 

position if operator‑specific or field‑specific information 

is posted and available to the public.  This could, in turn, 

lead to higher prices and increased price volatility at 

certain city gates and negatively impact the daily and 

monthly purchasing strategies of the individual LDCs. 

           Concerns among some state regulators also exist 

regarding the consistency and quality of the data received 

on a daily basis.  Questions arise as to how valuable a 

disaggregated set of data is for the market as a whole and 

whether the only ones that clearly benefit from such LDC‑ 

specific data are those who benefit from trading on other 

market information.  Many state regulators hold the EIA 

approach in significant regard because EIA aggregates the 

data on a regional and a national basis to give a clearer 

indication for the market as a whole, without putting any 

one particular customer at a significant competitive 

disadvantage.   

           If the data is disaggregated, it provides a more 

direct means to uncover individual procurement strategies in 

LDC territories.  This approach puts the individual buyers 

such as the LDCs at a competitive disadvantage in the 

marketplace while placing the sellers to those LDCs at a 

significant and unfair competitive advantage. 

           Furthermore, the costs associated with requiring 

the LDCs and intrastate storage operators to post daily 

storage inventory data are most likely to be borne by 

ratepayers.  It is these ratepayers' interests that state 

regulators are charged with balancing and protecting.  And 

yet while the direct costs would be borne by the ratepayers 

and the indirect costs associated with being competitively 

disadvantaged in the marketplace would be borne by the 

ratepayers as well, so where are there resultant benefits?   

           Ultimately, if FERC proceeds in the direction of 

compelling the posting of storage data by interstate natural 

gas storage operators, it will be key to standardize the 

information so that everyone understands the protocols.  

Market volatility is likely to increase with after‑the‑fact 

adjustments and inconsistency in reporting rather than lend 

meaningful transparency to overall storage inventory levels 

and market conditions.   

           If the real issue is the sharing of confidential 

information with favored customers, then perhaps rules 

regarding affiliate transactions or rules against sharing 

information with favored customers needs to be strengthened.  

The proposal seems to be a curious way to address a problem 

that has existed for a long time.  More data isn't always 

better.  Please give due consideration to the goals being 

sought to be achieved and whether daily reporting by 

individual storage operators, particularly intrastate and 

LDC storage operators, will help to meet those goals. 

           Thank you for your time and attention and for the 

opportunity to address you today. 

           MR. HEDERMAN:  Thank you. 

           Any quick questions? 

           (No response.) 

           MR. HEDERMAN: Okay.  Mr. Rick Daniel, could you 

give us your comments? 

           MR. DANIEL:  I'd be happy to.   

           Thank you very much for this opportunity.  EnCana 

Gas Storage is very pleased to participate in this 

conference and to support the FERCs efforts to bring greater 

transparency to gas markets.  EnCana Gas Storage believes 

that if we can find a way to have the natural gas storage 

data that is available to market participants made more 

comprehensive, more reliable, and more timely than is 

currently the case, then we will be making improvements in 

overall market transparency.   

           I want to spend a few minutes describing why we 

think better storage data is desirable,  what it might 

achieve, and also a few cautionary notes about what it won't 

achieve, and why we as a storage operator see no significant 

issues in moving towards more timely disclosure of storage 

inventory data with respect to our own facilities. 

           In reviewing the submissions of other parties to 

this conference, however, I recognize that other storage 

operators are dealing with operations that are quite 

different from EnCana's and, in some cases, there may be 

very legitimate concerns about disclosure of facility‑ 

specific information.  So I want to end my brief talk with a 

few comments on the direction that may need to be taken to 

reconcile these various concerns. 

           EnCana Gas Storage and its affiliates comprise 

North America's largest owner and operator of independent 

natural gas storage facilities.  And we define "independent 

gas storage facility" as one which is connected to pipeline 

systems and which EnCana has no ownership interest, so we 

really operate storage business on someone else's pipe.  In 

the United States, we operate 29 BCF of working gas capacity 

at two facilities in California and Oklahoma that are 

subject to state regulation.  We have also publicly 

announced that very shortly we will be filing an application 

with the FERC to construct a salt dome storage facility in 

Louisiana, the Starks facility.  In Canada, we operate 125 

BCF of capacity at three facilities that comprise the 

ECONOMIC hub.  So EnCana operates storage facilities in ‑‑ 

or soon will be operating facilities in a variety of 

regulatory jurisdictions, but what they all have in common 

is that they are all independent storage, as I've defined 

it.   

           However, our interest in this issue actually goes 

beyond the storage business because we're a subsidiary of 

one of the three largest gas producers in North America, 

EnCana Corporation.  And as a major producer, EnCana is 

vitally concerned that the gas market be as open, as 

competitive, and as transparent as possible and as protected 

as possible, both from manipulation and the perception of 

manipulation. 

           In our written summation, we came out in favor of 

daily posting of storage inventory data at each facility and 

then net daily injection and withdrawal activity at each 

facility.  We would be willing and able to move to such 

practices at our facilities at little cost.  EnCana believes 

that any time when additional market‑related information can 

be released that is standardized, accurate, reliability, and 

widely‑distributed to market participants, the result is 

improved transparency of the market and more informed 

decisionmaking.   

           However, I think it is important to introduce a 

note of caution about expecting that better storage 

reporting will have a major impact on reducing gas price 

volatility.  Gas market price volatility is driven by a 

number of fundamental factors that are not going to go away, 

principally by the extreme volatility of gas demand and the 

growing extent to which demand is dependent on weather.  In 

my view, even with very comprehensive and timely reporting 

of storage data, these fundamental trends in gas markets are 

likely to result in perhaps even greater seasonal and daily 

price volatility in the future.  However, there is one small 

part of total gas price volatility connected with the weekly 

storage data releases that probably could be and should be 

ameliorated.  By moving to standardized comprehensive daily 

reporting, we could take part of that Thursday morning 

volatility and, if not eliminate it, at least spread it over 

seven days.  So better and more timely reporting of storage 

data is desirable and, if done properly, it should be a 

positive step but we should not expect it to have a major 

impact on gas price volatility. 

           So let me turn now briefly to the form that such 

reporting should take, because I think in the end that's 

going to be the critically important issue.  Because there 

is a real risk that if it's not done properly it could 

actually introduce greater confusion into markets.  In our 

written summation, we favored a process in which all storage 

operators would daily post on their own websites their 

actual injection and withdrawal activity for the previous 

day.  Information relating to specific customers should not 

be posted and it should be only the net injection and 

withdrawal activity that is posted to reduce the likelihood 

that the data would allow inferences to be drawn about the 

activities of any of our individual customers.  If such 

posting were done on a standardized comprehensive basis 

throughout industry, I think that we could expect that one 

of the industry publications would pick up the task of 

compiling and reporting the data for all to see.   

           However, this simple system of leaving it to 

individual operators to post the data will only work if it 

is implemented on a very widespread basis and includes not 

only FERC jurisdiction facilities but also intrastate 

facilities as well.  Otherwise, if it is just the FERC 

facilities, what we will see in the daily data will be a 

very different universe being samples versus the universe we 

see in the weekly DOE data.  And that potentially adds 

confusion to the market that will be understood by some 

sophisticated players but perhaps not by all market 

participants.  So when the weekly DOE data comes out every 

Thursday, it may still contain significant surprises and we 

may have achieved very little, if that's where we end up. 

           Based on the written summations to this 

conference, I think that it may be difficult to achieve the 

degree of comprehensiveness that is aimed for here.  And, in 

particular, I found the concerns of some of the local 

distribution company storage operators who operate 

facilities that are 80‑, or 90‑ or even 100% dedicated to 

their own use need to be seriously considered.  It is 

difficult in such situations to post facility‑specific data 

while protecting confidentiality.  And we can sympathize 

with those concerns, even though they don't apply to our own 

facilities. 

           If those concerns cannot be met, EnCana would 

prefer to see some agency ‑‑ perhaps the DOE ‑‑ take on the 

task of aggregating and reporting the data on a regional 

rather than facility‑specific basis.  That would be a far 

better solution than one which allowed for a large number of 

exemptions from reporting. 

           Thank you very much for the opportunity to 

express our position and I look forward to working with the 

Commission and other industry participants going forward on 

this issue.   

           MR. HEDERMAN:  Thank you, Rick.   

           Any quick questions? 

           (No response.) 

           MR. HEDERMAN:  Let's move to Mr. Leonard Gilmore. 

           MR. GILMORE:  Thank you.  I'd like to thank the 

Commission for this opportunity to speak.  I'd first like to 

make clear that NICOR Gas fully supports the Commission's 

goal of enhancing market efficiency by increasing 

transparency.  That goal is important to NICOR and important 

to the market. 

           Unfortunately, however, the proposed means of 

achieving that goal in all likelihood will create unintended 

negative consequences that will outweigh the benefits that 

are sought to be achieved.  Requiring NICOR Gas to post 

storage inventory information will hinder its ability to 

operate efficiently and purchase gas at the lowest practical 

cost.  This harm would be borne directly by NICOR Gas's 

customers in the form of higher gas prices.  Since NICOR Gas 

passes all its prudently‑incurred gas costs on directly to 

its ratepayers, NICOR Gas's bottom line would not be 

impacted. 

           I'd like to give you a little summary of NICOR 

Gas.  NICOR Gas is a local distribution company.  We serve 

over 2 million customers in the northern third of Illinois, 

excluding the City of Chicago and some northern suburbs.  

NICOR Gas is connected to eight interstate pipelines at 

nearly 90 different points of interconnections.  We operate 

eight storage facilities at seven locations, all of which 

are located in our service territory.  These storage 

facilities, all of which are aquifer storage facilities ‑‑ 

and we believe that that's significant ‑‑ contain a maximum 

of 400 BCF of total capacity.  About 140‑, 145 BCF is top 

gas and that fields in total have a design day 

deliverability of 2.8 BCF. 

           NICOR Gas uses this capacity to provide firm 

service to both its sales customers and its end use 

transportation customer.  We distribute about 500 BCF 

annually to these two classes of firm customers.  

Approximately half, or 250 BCF, of the gas we distribute is 

purchased by NICOR Gas for resale to its traditional sales 

customers.  The remaining 250 BCF is delivered to NICOR Gas 

on behalf of our more than 200,000 end use transportation 

customers, including about 140,000 residential customers. 

These transportation customers in total have rights that 

equate to approximately 45 BCF of storage capacity on an 

annual basis.  However, NICOR Gas retains overall 

operational control and is responsibility for the safe, 

reliable, and efficient operation of its stored assets in 

particular, and its system in total.  This may require 

frequent and strategic purposes of gas for injection or to 

dampen withdrawals to ensure optimal storage performance of 

the fields. 

           Of vital importance to NICOR Gas is the provision 

of reliability service to all its customers and the 

provision of low cost sales service.  Certainly when the gas 

market in Chicago faces severe weather, gas prices increase.  

NICOR Gas's ability to rely on storage deliveries reduces 

the need to buy gas in the market.   

           Our storage assets have allowed us to purchase 

reliable supplies at competitive prices, making NICOR Gas's 

gas costs highly competitive with other utilities across the 

nation.  Requiring NICOR Gas to post inventory information 

about its storage fields would jeopardize the successful gas 

performance strategy and could increase costs to ratepayers.  

           The principal reason stems from NICOR Gas's 

fundamental role as a gas merchant to retail customers.  

NICOR Gas is frequently required to purchase gas in the 

market to meet its supply needs.  What is not always readily 

apparent to the market, however, is precisely when NICOR Gas 

needs to make the purchases, the volume of gas needed, and 

how pressing the need is to purchase gas at any given time.  

This information would provide quite valuable in the hands 

of gas marketers who is negotiating to sell gas to NICOR 

Gas.  Importantly, this information is discernible from the 

daily injection, withdrawal, and inventory information 

association with NICOR Gas's storage assets. 

           Although I am sure this is a concern shared by 

other LDCs that operate storage assets and continue to 

provide emergent service, the concerns of NICOR Gas are 

exacerbated by the nature of its storage fields.  NICOR 

Gas's storage fields are aquifer reservoirs, which are not 

as operationally flexible as salt dome cavern or depleted 

oil or gas reservoir facilities. 

           Aquifers have greater physical limitations on the 

rate and duration that gas may be injected and withdrawn.  

By their nature, the ability of an aquifer storage field to 

perform on a day is a function of the demands, either 

injections or withdrawals, that were placed on it in the 

days, weeks, and months preceding the day in question.  It 

is not simply a matter of current inventory levels or 

available compression. 

           Whereas a salt cavern may be able to sustain high 

levels of withdrawal for an extended number of days, aquifer 

storage fields cannot sustain high rates of withdrawal over 

long periods of time without decreasing deliverability.  As 

a prudent operator, NICOR Gas must carefully manage 

injections and withdrawals to ensure optimal storage 

performance. 

           Essentially, an aquifer storage field is not a 

bottle, like the propane tank that may fuel your backyard 

gas grill.  Heavy use over one or two days will have an 

impact on future field performance.  The longer the use, the 

greater the impact.  And to be clear, I'm not referring to 

possible damage to the storage fields, although that is a 

possibility.  Heavy usage within normal operating parameters 

to address severe weather demands or reductions in pipeline 

deliveries will result in reduced performance for at least 

the next several days, perhaps weeks.  The issue is usually 

addressed by either resting the storage fields or following 

periods of heavy withdrawals with a period of injections, 

even during the wintertime. 

           NICORs concern is that, in making public the 

changes in its storage volumes from day‑to‑day, parties that 

are in the business of selling gas will have an 

understanding of the volume of purchases NICOR Gas will need 

to make and, thus, the ability to extract a higher price 

from NICOR Gas than it otherwise would have been able to.   

           In short, it is the function of physical gas 

inventory that often dictates NICOR Gas' supply purchase 

decisions and disclosing this inventory information, we 

believe, would unfairly tip the negotiating advantage in 

favor of gas sellers.  Characteristics of our storage fields 

do not allow NICOR Gas to simply wait out the market until 

more favorable purchasing prices result. 

           Requiring all LDCs and interstate owners to post 

storage inventory information would not eliminate the 

disadvantage that would be faced by LDCs in procuring gas 

supplies.  Posting poses a problem for LDCs like NICOR Gas 

that utilize significant amounts of storage capacity that 

the LDC itself owns.  It is in these circumstances that the 

gas sellers may discern specific gas purchase requirements 

of the LDC based on its storage activity and capitalize on 

that information.  Posting by all LDC storage providers has 

nothing to mitigate this vulnerability.  The stands and 

contrasts to interstate pipeline companies that own storage 

facilities but have no gas supply obligation; those 

companies typically have many third‑party customers, making 

it virtually impossible for a gas seller to determine an 

individual customer's storage  position.  Given this 

distinction, NICOR Gas believes it is not appropriate for 

the Commission to impose posting requirements on LDCs. 

           Finally, I'd like to emphasize that the potential 

harm associated with posting its storage information lies 

with the ratepayers, not with its shareholders.  NICOR Gas 

passes its cost on to its sales customers through a PGA 

mechanism.  The cost of higher priced gas as the result of a 

marketer taking advantage of posted storage information 

would be borne directly by ratepayers.  NICOR Gas 

respectfully requests that the Commission not require ‑‑ 

assuming it has the authority to do so ‑‑ the LDC storage 

operators to post vital storage data.  Such data would 

provide additional market transparency to segments of the 

market and possibly result in a harm to to the retail gas 

cusomers' ability such as NICOR Gas. 

           One additional issue I'd like to address that was 

raised by the Commission in its Notice of Public Inquiry  

concerned how inaccurately‑posted information should be 

adjusted.  It is my position that, upon finding and 

confirming the existence of an error, an adjustment should 

be made to the next informational posting, along with 

explanation of the adjustment. 

           Second the Commission needs to consider that 

daily postings versus weekly postings will result in a much 

greater volume of error in reporter data.  Here is that 

result from mechanical, electronic , or communication 

failure or from simple bookkeeping errors maybe found and 

corrected between the weekly reported deadlines and provide 

more accurate information overall. 

           Thank you. 

           MR. MURRELL:  Can I ask a follow‑up question? 

           MR. HEDERMAN:  Sure. 

           MR. MURRELL:  Do you provide interstate storage 

services or hub services under Section 3.11 authority? 

           MR. GILMORE:  We have a certificate under Part 

284.224. 

           MR. MURRELL:  Could you describe the services you 

provide under that certificate? 

           MR. GILMORE:  The services are, you know, 

generally referred to as hub services.  They include 

transportation and storage as part of the loan.  Generally 

the services we provide are interruptible, although we do 

have tariff authority to offer firm services. 

           MR. MURRELL:  Thank you. 

           MR. HEDERMAN:  Anything else? 

           Mr. Taylor. 

           MR. TAYLOR:  Good afternoon.  I was asked to 

speak here today on what another LDC does, that is, Southern 

California Gas.  And, as a gas system operator, I'm in a 

good position to tell you what we do but not in that great 

of a position to tell you why we do it.   

           So anyway, just to put it into perspective ‑‑ 

           MR. HEDERMAN:  You should be on the other side of 

that. 

           MR. TAYLOR:   Yeah.  A lot of similarities with 

the other LDCs.  We have about 5.4 million meters coming off 

of our system, serving a population of about 21 million 

people. 

           An interstate pipeline, even though gas is 

nominated and it is not all nominated out by the majority of 

the users.  Annual gas demands roughly a tcf, and it can 

swing from about 1.8 bcf a day up to about 5.3 bcf a day.  

So we have a very large swing in the supply and the demand 

that we have to get. 

           Now although we have access to all the major 

supply basins in the Western U.S. with an interconnect 

capacity of just under 3.9 bcf a day, and about 10 percent 

of our annual supply comes from in‑State California 

production that's also hung off of our system.  But as you 

can see, with the size of the demand that we can have on it 

we can't meet it with flowing supplies alone. 

           Also, by just the nature of the design of our 

pipeline system it is relatively short on linepack but heavy 

on storage.  So we use storage.  Our system is termed a 

"storage balancing system."  That is both on a daily, an 

hourly basis, as well as a seasonal or annual basis. 

           Okay, as far as storage fields go, we have four 

storage fields that are located in the Los Angeles Basin 

area, so they are all within our market area; roughly 122 

bcf worth of inventory, 850 a day of injection capacity at 

basically our lowest point, and up to over a bcf a day of 

injection capacity when the fields are empty or close to 

being empty. 

           Withdrawal:  We can withdraw at least 3.125 bcf a 

day.  And at times the hourly rate can go up to about 3.6 

bcf a day, but the system has to be drafting pretty heavily 

to be able to do it.  And again, since we are an LDC, our 

capabilities are very much demand‑related. 

           Now of this 122 bcf, the California Public 

Utilities Commission has allocated 70 bcf of that to our 

core.  Another 5.3 bcf has been allocated for system 

balancing, and the remainder is for our non‑core market. So 

there is a reasonable division there as far as how much our 

core one customer, our largest customer, owns.   

           There are also similar allocations for injection 

capacity.  The core has 327, and the non‑core has 121, the 

balance being system balancing.  And then about 1.9 bcf of 

withdrawal capacity to the core.  And about 940 is available 

to the non‑core. 

           Okay, that being said, how do we post our 

information?  As a system operator, we already gather this 

information‑‑what's going on in our storage fields‑‑because 

it's part of our system daily balance.  That's how we 

operate it. 

           Now for the information that we do post, we post 

it on our electronic bulletin board, which is also our 

scheduling system.  So customers use that system to not only 

look at the operating information, but to do their 

nominations; also look at their specific gas usage we put on 

there for a specific customer, as well as they can submit 

imbalance and storage trade requests on that system. 

           We make the postings at 7:30 in the morning.  Our 

gas day on the West Coast goes from 7:00 a.m. to 6:59 a.m. 

the next day.  So we do it roughly 30 minutes after the end 

of the gas day for us.  That gives us time to look for any 

obvious errors in the information that we're posting. 

           Then we also post the storage information in 

aggregate for the four fields.  We market it that way, and 

the only one that cares about the individual field 

capabilities at any one time is me, having to balance the 

system. 

           We post the total working gas in inventory.  That 

would be our actual inventory as of 6:59 a.m. of the end of 

the gas day.  And then we also post our net aggregate 

injection/withdrawal information for the previous 24‑hour 

gas day. 

           Now this information is available to end‑use 

customers, marketers or aggregators, as well as the public.  

But note, like the other information that people are 

posting, it is SCADA information.  And like all SCADA 

information, it is preliminary because it is subject to not 

only do you not measure‑‑have access to all of it in real 

time, but there is periodic outage of SCADA information 

through your transmitting lines and whatnot. 

           Now when we do post it, we post all the 

information for the previous day.  We post it for the 

current day.  And then we post it for three days out.   

           We include in big letters a disclaimer of how 

preliminary it is.  And then we also post facility 

maintenance outages and how they might affect capacity on 

the system.  

           We also make periodic inventory corrections.  You 

know, like the other operators we have at least a small one 

monthly, and then through our ‑‑ we do biannual shut‑ins, 

sort of a high inventory/low inventory shut‑ins where they 

are able to compare pressure versus inventory. 

           Our fields are depleted oil fields, and we also 

produce oil out of them, so their inventory does change over 

time.  So it suits itself for corrections periodically. 

           We have two screens that we actually post this 

stuff on.  We have a pipeline operations screen where we 

post all of our receipts‑‑and I would say, we do a day 

prior, the actual day, and then the day of, and then three 

days out, we'll do our receipts by receipt points, and then 

total of the receipts; any off‑system deliveries we have; 

what our burn was for the previous day; and what our 

forecast burn is for today and the next three; our net 

injection/withdrawal; and any inventory change that might go 

in there‑‑i.e., pack level on our system. 

           We will post our total available injection 

capacity, our total available withdrawal capacity for the 

day, and then also what the inventory is based on the 

numbers above.  So it's the previous day's inventory of 

forecast of ending inventory for today and three days out. 

           Now on the storage screen, we post a lot of the 

same information but we post what our actual, our maximum 

inventory is‑‑in our case right now it is about 122.1 bcf; 

what the current daily inventory is; and then we also post‑‑ 

and maybe I should have mentioned it earlier, one of the 

things that drove us to posting it in the first place is our 

daily balancing requirements are triggered off of our 

inventory level on our system. 

           We basically, our balancing customers have 10 

percent monthly, and that's it, unless we run into problems 

with too much supply and their customers can see if there's 

more supply then in on our system we can't take more in than 

what we can burn or put into storage. 

           So there they can look on a prospective basis to 

see whether or not we might be running into what we call an 

operational flow order that we can call for the day of which 

requires them to balance no more than 110 percent of what 

their burn is on that day. 

           The incentive there is I believe a charge of 150 

percent, or we buy the excess gas for 50 percent of what the 

border price is. 

           In the wintertime, our balancing is triggered off 

of inventory level on the low side.  Because as we get down 

to lower inventory levels, our withdrawal rates decrease.  

And so we show where those triggers are, and there's 

actually two of them for daily balancing.  One is a 70 

percent daily, another is a 90 percent daily.  And the 

customers can see how quickly the inventory is approaching 

those numbers. 

           So that's all I have. 

           MR. HEDERMAN:  Okay.  You mentioned that this was 

driven by the balancing issue.  Was it something that the 

customers came to you and asked for?  Or you've decided as a 

customer service to offer it? 

           MR. TAYLOR:  Well we were actually mandated to do 

it. 

           MR. HEDERMAN:  Mandated?  Okay. 

           (Laughter.) 

           MR. TAYLOR:  Through our merger decision. 

           MR. HEDERMAN:  Oh, okay.  Okay. 

           MR. TAYLOR:  By the Public Utilities Commission.  

But as I said, our balancing rules are triggered off of 

that.  And they were instituted about the same time. 

           MR. HEDERMAN:  Thank you.  Mr. Oaks. 

           MR. OAKS:  Good afternoon.  I would like to thank 

the Commission for this opportunity to speak.  I am Tim 

Oaks, Manager of Federal Regulatory Affairs and Contract 

Administration for UGI Utilities, Inc. 

           UGI serves approximately 350,000 gas and electric 

customers in eastern Pennsylvania.  In my previous position 

at UGI, I managed the gas supply planning and procurement 

function.  In that role, I was responsible for planning and 

acquiring storage capacity as well as designing and 

implementing the daily, monthly, and seasonal storage 

strategies. 

           I am speaking today on behalf of the American Gas 

Association.  I am currently Chairman of the AGA FERC 

Regulatory Committee.  The members of AGA deliver more than 

90 percent of all the natural gas provided at retail in the 

United States. 

           As such, we represent the face of the natural gas 

industry to the American consumers.  For many of those 

consumers, particularly residential consumers, AGA acts as a 

gas merchant as well as a transporter of gas. 

           In both the delivery and merchant functions, many 

AGA member companies utilize storage as a tool for meeting 

their retail obligations.  How LDCs do so, however, varies 

widely. 

           Some contract for storage from interstate 

pipeline companies or independent storage operators.  Other 

LDCs have storage as part of their distribution systems.  

Some LDCs have storage capable of meeting as much as one‑ 

third of their annual requirements, and an even higher 

proportion of their peak day and winter season requirements; 

while others have storage volumes equalling a more moderate 

percent of the requirements. 

           Finally, some LDCs have no storage under their 

direct control at all and meet their requirements through 

other means using peak shaving or no‑notice services.  As a 

consequence of this diversity of operational profiles, the 

membership of AGA has varying views in response to the 

Commission's notice in these proceedings. 

           AGA members do however share two concerns related 

to the proposal.   

           First, that the Commission's proposal may require 

storage operators to divulge information that is 

confidential or proprietary, or where the disclosure would 

be injurious to the retail customers for whom they purchase 

natural gas. 

           Second, the Commission may be over‑reaching its 

authority by seeking to require LDCs outside of its 

jurisdiction to engage in detailed posting or reporting of 

the data. 

           Regarding AGA's first point, some LDCs have 

expressed the view that disclosure of storage data 

contemplated by the Commission may be competitively 

injurious.  

           For example, requiring disclosure of storage data 

by an LDC may provide a state‑regulated non‑LDC storage 

operator which presumably would not be required to post the 

data with the competitive advantage of an uneven playing 

field. 

           Similarly, requiring the posting of data whether 

by an interstate pipeline or by an LDC by individual storage 

customer would put in the public domain information that is 

proprietary and confidential.  Public posting of such data 

could be competitively injurious to the LDC and in some 

instances to its customers as well. 

           For example, if an interstate pipeline were to 

publish daily data with regard to its LDC customer, the LDC 

could easily be injured in its gas acquisition activity 

because potential sellers would have significant information 

as to that LDC that would otherwise be confidential. 

           With regard to the Commission's consideration of 

requiring an LDC to post currently LDC storage ‑‑ post, 

excuse me, currently LDC storage information is limited to 

inventory balances solely for that LDC.  Posting additional 

information may provide competitively sensitive information 

to the rest of the market, while some other storage 

operators may not be required to divulge similar data. 

           Additionally, for some LDCs that store gas 

pursuant to contracts with their customers, the number may 

be so small that posting it would make it readily possible 

to glean competitively sensitive information such as storage 

balances for those individual customers. 

           LDCs, therefore, are of the view that if the 

Commission should require posting of information either by 

pipelines or LDCs, then it must be done in the aggregate 

rather than a customer‑by‑customer basis or a service‑by‑ 

service basis. 

           In this same vein, LDCs generally believe that 

the level of aggregation sufficient to providing market 

transparency, if that is the Commission's goal, is data 

similar to that currently posted weekly by EIA. 

           As noted previously, a number of LDCs utilize 

their own storage to purchase natural gas on behalf of their 

retail customers for injection.   

           Requiring the posting of this data could be 

injurious to the LDC's execution of its gas acquisition 

strategy.  Public posting of this data could make it clear 

to producers, marketers, and traders what gas acquisition 

strategy the LDC is currently undertaking, and whether the 

LDC is ahead or behind of its planned activity. 

           This confidential information can be of great 

value to suppliers.  Disclosures of this type of information 

will only harm the LDC and therefore the retail customers. 

           On the second issue, AGA is concerned by the 

Commission's suggestion‑‑not clearly articulated‑‑that it 

might require LDCs not subject to its jurisdiction to post 

the data that is subject to the notice. 

           As the Commission is aware, local distribution 

companies are generally exempt from FERC jurisdiction by 

virtue of the Natural Gas Act.  Rather, LDCs are regulated 

by the various state public service commissions or by  

municipal regulatory bodies. 

           This dividing line is not of course something 

new.  For the Commission to now suggest that it might 

require LDCs to post or report as if they were interstate 

pipelines is disturbing.  AGA believes that the Natural Gas 

Act provides no authority to proceed along that path. 

           Thank you. 

           MR. HEDERMAN:  Thank you.  John? 

           MR. KROEGER:  Mr. Oaks, did I understand you to 

suggest that if an interstate storage operator posted daily 

injection or withdrawal information that the LDCs that have 

storage on that system, their operations could somehow be 

inferred from the release of that information? 

           MR. OAKS:  We are concerned that if the data is 

disaggregated to the point where the level of data could 

provide access to individual storage balances, that could be 

a problem competitively.  

           So in the case of a pipeline that may have 

various storage services, some of those storage services may 

have as few as five or six customers in that particular 

service, and posting that level of information would provide 

competitive information that we would rather not see out 

there. 

           MR. KROEGER:  Would you have the same concern if 

the posting was simply a single injection or withdrawal 

figure for the prior day? 

           MR. OAKS:  Any time the data is more aggregated, 

we're okay with that. 

           MR. KOHUT:  This would be for anyone on the 

panel.  Assuming that FERC went forward with requiring 

information from interstate operators and we're not able to 

entice the other operators to report, what percentage of the 

market would we be missing as far as operators, as far as 

working gas volumes, and maybe perhaps even as far as 

characteristics of that group of operators?  Does anyone 

have a seat‑of‑the‑pants estimate of that? 

           MR. OAKS:  I believe there was an estimate in one 

of the comments that suggested that the interstate storage 

accounted for 60 percent of the Nation's storage. 

           MR. BAHUMIAN:  Can I give you an answer for that?  

Total number of fields are approximately 400.  50 percent of 

that, 200, are jurisdictional.  Then if you consider 

capacity, certificated capacity that they operate is around 

68 to 70 percent are jurisdictional. 

           MR. PINKSTON:  I have a question for NICOR, I 

guess.  During, if you can generalize on your procurement, 

how much is first‑of‑the‑month baseload versus daily?  And 

also how much are you buying at the city gate or in the 

Chicago area versus the supply area? 

           MR. GILMORE:  The answer‑‑I'll give you the 

general answer‑‑but our action change depending on the 

conditions that we're facing from time to time.  On a fairly 

normal basis, we plan to buy approximately 65 percent of our 

monthly purchases on a first‑of‑the‑month index. 

           We buy‑‑we plan to buy little at the city gate, 

but we do buy gas at the city gate when there's pricing 

opportunities available.  Certainly during times of high 

demand, very cold weather, we would find ourselves buying 

more gas at the city gate, and we would find ourselves 

buying more daily price gas or fixed‑price gas. 

           MR. PINKSTON:  Your concerns about reduced 

bargaining power for non‑core, do you think that is 

realistic given the depth and the breadth of the Chicago 

market?  And in particular when you're buying the supply 

area? 

           MR. GILMORE:  I do.  And the reason why I believe 

it is still a concern is during normal day‑in/day‑out type 

weather conditions, my belief is that the daily storage 

information wouldn't provide much benefit to anybody.  But 

during periods of high demand or tight supply, which occur 

regularly in the Chicago area, then I believe that the data 

could provide significant information. 

           MR. KROEGER:  If I could follow up on that point, 

crediting that logic, would NICOR be in a position to 

benefit from daily release of storage information in 

situations where it looked from your storage withdrawal 

profile that you hadn't taken much out of storage so that 

you now might appear to sellers that you're not in a 

position where you need to buy gas, so that there might be a 

compensating dynamic here that would even out? 

           MR. GILMORE:  There might be a logic to what you 

just described, but I question whether that would ever occur 

in the market to actually benefit us where we couldn't come 

in and buy at less than market because our need to buy gas 

was so much reduced.  I suspect today we know that, and so 

when we don't need to buy as much gas because of the health 

of our storage fields, you know, we don't buy gas then.  If 

I followed your question? 

           MR. KROEGER:  It's not clear to me why it 

wouldn't work both ways, that's all. 

           MR. GILMORE:  I don't see it working both ways.  

And I think it basically has to do when our storage fields 

are healthy we're buying some level of gas.  I don't see 

that we would go out and buy more because of that to take 

advantage of the apparent health of our storage facilities. 

           MR. FLANDERS:  Mr. Gilmore, can you tell me what 

portion of the purchases you make are at Index prices, and 

what portion are just negotiated bilaterally? 

           MR. GILMORE:  Most of the gas we buy in a year is 

at Index price, whether it be a Gas Daily Index, or a First‑ 

Of‑The‑Month Index. 

           MR. FLANDERS:  Well then how is it that an 

individual seller would be able to demand a different price 

from you based on the knowledge of your storage inventory? 

           MR. GILMORE:  It has to do with, at times, 

certainly periods of high demand, cold weather, or tight 

supply, we do find ourselves buying more gas directly and 

less at Index. 

           MR. FLANDERS:  Thanks. 

           MR. HARVEY:  Can I follow up on a couple of 

questions, because I'm not completely following your 

argument and I'd like to go through a couple of the pieces 

of it to sort of show you where I am not following and maybe 

you can clarify for me. 

           You indicated a couple of things.  You said, I 

believe, about 45 bcf of the 145 bcf of working gas was 

actually held by others? 

           MR. GILMORE:  They have rights‑‑ 

           MR. HARVEY:  They have rights, too? 

           MR. GILMORE:  ‑‑to that level of gas storage 

service from us, yes. 

           MR. HARVEY:  So that clearly puts you in the 

dominant position there, but you are not the only holder of 

storage so other people's behavior could in fact affect 

that, as well, the overall storage levels as well? 

           MR. GILMORE:  You're referring to the end user 

storage levels? 

           MR. HARVEY:  Yes.  You're suggesting that 

suppliers will gain knowledge about intimate commercially 

sensitive knowledge.  Is that in fact true, given the fact 

that a third of the working gas is actually controlled by 

others? 

           MR. GILMORE:  Let me be clear.  We control all 

our storage facilities.  And by the nature of our storage 

facilities, we have to make sure that there's a certain 

inventory level at any one time in our facilities. 

           The end‑use customers have rights to about 45 

bcf.  Generally, they do not need to fully execute or 

exercise those rights.  If they do not, we need to make sure 

the gas is in storage in order to support our design‑day 

deliverability. 

           I guess the way I like to look at it is our gas 

purchasing function serves two purposes.  The immediate 

purpose is to buy gas for our sales function.  But  

a secondary purpose, but an equally important purpose, is to 

run our system. 

           MR. HARVEY:  Sure. 

           MR. GILMORE:  It's not unusual for us to, for our 

end‑use customers to be, at least from an accounting point 

of view, be withdrawing gas from storage on a day when we're 

buying gas‑‑ 

           MR. HARVEY:  So I guess I'm confused.  Is it your 

company's behavior that controls the 145?  Or does it 

control 145‑‑I'm sort of lost.  If you have a customer with 

those rights, can they use those rights on their own? 

           MR. GILMORE:  They could use those rights, but 

really what we have is an obligation to provide them the 

service when they demand the service.  They do not 

specifically control the operation of the storage assets. 

           MR. HARVEY:  Right. 

           MR. GILMORE:  We're responsible for doing that. 

           MR. HARVEY:  But they have rights to take so much 

or so little, and they have the choices within those rights? 

           MR. GILMORE:  Yes. 

           MR. HARVEY:  So the overall volume in your 

storage fields would reflect not only your behaviors for 

which you are purchasing directly, but also others' behavior 

on the system as well? 

           MR. GILMORE:  The overall level of gas in our 

storage fields is driven largely by operational requirements 

of those aquifer fields. 

           MR. HARVEY:  Okay, and that was my second 

question.  You were asserting that the less flexible nature 

of the aquifers makes the information more valuable.  

Wouldn't in fact the information be less valuable with an 

inflexible aquifer storage? 

           MR. GILMORE:  Let me illustrate what I mean.  

Typically we have our 2.8 bcf design day plan.  We try not 

to hit 2.8 bcf but, you know, we have some planned high 

levels of withdrawals for severe weather. 

           After two or three days of withdrawing high 

levels of gas from storage, be it 2.5 bcf or so, our ability 

to withdraw gas from storage is going to decline severely.  

Two days at 2.5 bcf may mean‑‑and these aren't precise 

engineering estimates, but they're for illustration‑‑that on 

the third day we're going to be looking at a maximum of 2.2.  

The next day, a maximum of 2, and so forth.  That is the 

concern, that if weather, based on the weather pattern, or 

for projected weather patterns, our ability to draw gas out 

of storage will decline and potentially our need to buy gas 

in the market will increase as a result. 

           MR. HARVEY:  Right.  I guess I'm just saying that 

seems pretty predictable.  Right?  Aquifer storage works 

like aquifer storage‑‑ 

           MR. GILMORE:  Except that‑‑ 

           MR. HARVEY:  ‑‑it's not a secret.  That's not a 

commercial secret. 

           MR. GILMORE:  One item that is a secret is when 

we face cold weather is how hard have we hit storage on that 

particular day. 

           MR. HARVEY:  Right, in terms of the particulars, 

but it's certainly not going to be a secret to anyone that 

you hit storage pretty hard for a couple of days. 

           MR. GILMORE:  The extent to which we hit it, 

though, would certainly not be known to the market. 

           MR. HARVEY:  Okay.  But the less flexibility to 

me again suggests there's less value in that information 

rather than more, but I understand. 

           You said you're connected to eight pipelines.  Do 

you purchase off of all eight pipelines? 

           MR. GILMORE:  We do not necessarily own firm 

transportation on all eight, but, yes, generally we will buy 

gas off of all. 

           MR. HARVEY:  Okay, so you've received gas from 

really all eight of those? 

           MR. GILMORE:  Yes. 

           MR. HARVEY:  And presumably some of these other 

folks that operate, or that use your storage as well‑‑ 

           MR. GILMORE:  Yes. 

           MR. HARVEY:  ‑‑do that as well.   

           And then finally, I guess the question is:  In 

the situations where you go out to purchase gas from the 

market, in effect don't your sellers know what you're 

looking for?  I mean you're communicating.  You made the 

argument that if they know my storage level they'll know how 

much I'm buying, but I mean in effect don't they know how 

much you're buying?   

           You're sending those signals as you go out to 

purchase. 

           MR. GILMORE:  Certainly when we go out and buy 

gas, signals are being sent, but no individual marketer 

knows how much gas in total we have to buy on a day. 

           MR. HARVEY:  I mean I guess my sense is what 

you've described is a system designed to minimize your 

costs, which is in my understanding completely consistent 

with your state regulations and particularly reasonable. 

           I guess the question I would ask is:  Is it 

necessarily consistent with a competitive market?  Because 

I'm not sure that is true.  You would, presumably, and 

without losing any sleep over it, minimize your costs 

whether it's in effect competitive or not within the rules, 

within the appropriate rules and the justifications that 

you've got as a matter of commitment to your ratepayers. 

           I guess I would just say, I'm not sure we get to 

stop there.  I think we have to worry about overall the 

competitiveness  of the wholesale market and the signals 

that are sent, because obviously if you divert from 

competitive  behavior,  if a market  diverts from 

competitive behavior, there are ramifications across the 

wholesale markets as well.  And that is kind of what we are 

trying to understand. 

           MR. GILMORE:  Certainly.  You know, your point is 

somewhat philosophical‑‑ 

           MR. HARVEY:  Until we start talking about how is 

spending money on what. 

           (Laughter.) 

           MR. GILMORE:  One comment I would make that may 

be also philosophical is that I do not know on a day when 

we're going out buying gas how much supply say a major 

producer is bringing into the Chicago area.  I don't have 

access to that information. 

           So an even playing field I think is important for 

a competitive market, as well. 

           MR. HARVEY:  But I mean you've got eight pipeline 

connections, so presumably you've got many, many sellers 

that you can and do‑‑I mean, I presume your procurement 

folks are probably pretty good at using eight pipelines and 

the significant amount of storage‑‑ 

           MR. GILMORE:  We certainly try our best. 

           MR. HARVEY:  Sure.  Okay. 

           MR. PINKSTON:  I have a question for SoCal.  Have 

you felt that your procurements have been commercially 

disadvantaged or noticed any differences since you've posted 

storage inventory levels, understanding it's a different 

market than Chicago? 

           MR. TAYLOR:  Yes, it's a different market.  I 

wasn't there when they had to do it.  My understanding is we 

probably didn't do it willingly for the fears that 

Mr. Gilmore has enhanced.  And I understand there are times 

when certain positions may be known‑‑not that I'm supposed 

to know them‑‑but there are certain times when they are 

known that the prices can change dramatically.  And so the 

whole issue of it being, you know, trying to get to 

something that is transparent I think is important. 

           But have we noticed it?  I couldn't really tell 

you.  As the operator, I don't pay attention to prices.  I'm 

not allowed to. 

           MR. HEDERMAN:  Tom Pearce, did you have a 

comment? 

           MR. PEARCE:  Thank you, yes.  I would like to 

follow up on Mr. Harvey and Mr. Flanders' line of 

questioning. 

           I know in Ohio many of our LDCs, and many of our 

major LDCs do in fact purchase a majority of their gas under 

Index‑based contracts.  The real issue is when you are in 

the marketplace and you are out of the market.  You're not 

going to be able to buy under an Index contract then.  

You're in the Daily Cash Market and the amount of gas that 

you need, and kind of the desperation associated with that, 

that's the type of information that I think there is a 

concern about on this end. 

           What I would suggest to you is I think purchasing 

an automobile is a fairly competitive market.  You know, you 

don't have to buy from dealer A, you can go to dealer B. 

           MR. HARVEY:  I'll take you along with me, Tom.  

I'll feel better. 

           MR. PEARCE:  My point is that we'll take eight 

different‑‑instead of eight different pipelines, we'll take 

eight different dealers.  Your car conks out on you on 

Friday going home and it's your only means to work.  Come 

Monday, you need a car.  What are you going to do? 

           Are you going to go to those eight dealers and 

say:  Boy, I really have to have a car on Monday.  I need to 

buy a car today, and I need to buy it from you.  Are you 

going to get the best deal on that car?  I would suggest 

not.   

           I think that's kind of what we're trying to 

convey to you here is the concerns associated with that. 

           MR. HARVEY:  Except I would suggest that going to 

eight dealers and saying I need a car now, and I'm going to 

buy it from one of you, does give you some power in the 

market. 

           MR. PEARCE:  You do have to recognize the time 

constraints associated with that, number one.  And number 

two, not everybody has eight dealers available to them.  

They may only have one. 

           MR. HARVEY:  No, I understand.  And that is why 

on the earlier panel the issue seems to me to be access to 

suppliers as a matter of that kind of market power to worry 

about.  Less, necessarily‑‑the position‑‑I mean the daily 

market exists for people to be thrown into it in order to 

sort themselves out and for a price to work itself out 

around that based on supply and demand.  I mean that's the 

way that happens. 

           Sometimes it will be buyers.  Sometimes that will 

be sellers.  We've seen price movements kind of from both 

directions.  So I guess to me the concern is then more how 

many buyers and sellers are there to work the issue out than 

necessarily kind of overall what those balances look like. 

           MR. CHOO:  Tom, are we hearing that maybe there 

are not enough suppliers?  Is the marketplace providing 

enough suppliers for you to deal with? 

           MR. PEARCE:  For certain LDCs, I'm sure that's 

the case.  We have some LDCs in Ohio that have access to 

only one or two pipelines.  We have some LDCs that have 

access to five or six interstate pipelines.  So it really 

varies by LDC. 

           MR. CHOO:  So are you saying the suppliers on one 

or two pipelines don't have open access available to them to 

supply from multiple sources? 

           MR. PEARCE:  No, they do.  Maybe I'm not 

understanding your question, but I think the thrust of what 

our comments are suggesting to you, or some of my comments 

are suggesting to you is the fact that requiring the posting 

particularly at an intrastate pipeline, or an intrastate 

storage operator, or a LDC level, hanging out for all to see 

your need in the marketplace for gas on any given day, and 

how that really imbalances the market when you in fact don't 

know at the city gate who can provide you gas and their 

ability and the quantity available to them so that there's a 

corresponding relationship to, depending how desperately you 

need the gas, how much gas do they have to unload for the 

day, and how much do you need that. 

           So it is really the disadvantage I think that's 

the question here. 

           MR. CHOO:  Do you think maybe there's not enough 

transparency on the supply side?  You don't know how many 

suppliers at any given moment have the gas available? 

           MR. PEARCE:  Not only suppliers‑‑ 

           MR. CHOO:  Like how many of the dealers have cars 

to sell. 

           MR. PEARCE:  Not just the number of suppliers, 

but how much they have available to supply.  They're not 

going to hang that out there or post that. 

           MR. HARVEY:  I don't want, though, to minimize I 

think an issue that's under this that may be a place where 

you all sit on one side and we may‑‑I don't know that we sit 

on another side, but that we're wrestling with.  And that 

is, I think minimizing cost to ratepayers is in fact a 

completely reasonable state regulatory goal.  I think the 

construct, the Federal regulatory construct of the wholesale 

level which equates competitive markets to just and 

reasonable markets says okay, here's a model of the 

competitive market.  In a competitive market, many buyers, 

many sellers, lots of information is all desirable.  So the 

issue becomes a concern when there are too few sellers, or 

conceivably could become a concern when there are too few 

buyers because that distorts from that competitive market. 

           I think that may be a difference in orientation 

around this particular issue that I don't want to lose in 

the discussion.  I think we may have different goals that it 

would be nice if we could figure out how to bring them in 

line together, but I think there are some competing issues 

that we've just got to understand. 

           MR. OAKS:  But the issue seems to me to be‑‑first 

of all, I agree with your definition of a "competitive 

market" where there's transparency on both sides.  But the 

issue that we seem to be presenting time and time again 

today is that there seems to be a special amount of 

information about a small group of buyers that can occur 

when the data information is such that the field is one or 

two customers, and now all the sellers have information 

about a very small group.  And I don't see that as 

competitive. 

           MR. HARVEY:  Yeah.  I mean again unless you are 

postulating only a few sellers, then I can't follow that.  

One buyer, at its extreme economic definition, is a 

monopsonist, and consequently an exerciser of market power.  

We don't think much about buyers as market power exercisers.  

I don't think it is a particularly relevant issue much of 

the time, but knowing about what that buyer is doing isn't 

as relevant, it doesn't seem to me, as having numerous 

sellers that that buyer can go to as a set of alternatives.  

If that doesn't exist, then, yes, I think we have to worry 

about these things in a serious way, but that has got to be 

situation‑specific. 

           MR. OAKS:  But clearly as you go through the 

process, if one or a small group of buyers suddenly has 

available to the entire market that its gas acquisition 

strategy is somehow short and therefore is in an urgent need 

to buy, that is not a fair playing field to have that 

particular buyer's information out there in the public 

domain; whereas, there may be other buyers who are in the 

same position but by virtue of the fact that they are in a 

position where they are a customer of a large pipeline 

storage service and it's just not able to see that‑‑no one 

is able to see that information because of the nature of 

that particular aggregated data. 

           MR. HARVEY:  No, that's a fair point and I think 

your point about disaggregated data in terms of about 

specifics behind aggregated pools is a good one and is a 

relevant one. 

           Could I kind of shift it a little bit and go to a 

slightly different direction, Mr. Oaks particularly since 

I've got you, how much does volatility for an hour in the 

morning on Thursday's matter? 

           MR. OAKS:  Well I will speak for UGI.  I can't 

speak for everyone.  But the volatility in the morning 

probably has very little effect in the short term for us.  

The majority of our purchases are monthly or longer, so 

therefore the individual daily, weekly volatility is 

something that probably doesn't affect us. 

           To the extent that the volatility creates a trend 

and you get into all kinds of discussions as to whether that 

trend would have happened anyway because of the market 

realities behind highly correlated to what happens with 

storage, but to the extent that that volatility creates a 

trend which overstates the market fundamentals, then I think 

in the long run we are all affected by that. 

           You can see both sides of the issue as you get 

smaller and smaller in terms of the time frames.  On one 

side of the issue you can make the argument that if you have 

seven consecutive cold days, does that create a reverse 

synergy where the market overreacts if we give data 

information for seven consecutive days of high storage 

pulls? 

           The flip side of that argument to me seems to be 

how the weekly number is used.  To me, the volatility of the 

Thursday number is not the number per se, but the difference 

between that number and the prediction of that number.   

           If the experts are predicting a 90 bcf pull and 

suddenly the results are 120 bcf pull, that is a day where 

you will see a significant movement. 

           If the number is indeed 80, you may see a slight 

upward movement but it certainly will not have the same 

volatility that it has when the number is different. 

           MR. HARVEY:  Do you find it curious‑‑I will 

confess I do‑‑do you find it curious that there is that kind 

of volatility in the debate over a number that was reality 

one way or the other a week, six days prior? 

           I mean, again it is awfully lagged information.  

We know an awful lot about the way the world is working a 

week later, and yet we‑‑not "we", I'm not allowed in the 

market‑‑but those in the market are reacting in a very large 

way? 

           MR. OAKS:  One could argue we get a second look 

at last week, and it reacts. 

           MR. HARVEY:  That worries me a little bit.  Is it 

silly to be worried, in effect?  Does it matter? 

           MR. OAKS:  I think it matters in the long term 

trend. 

           MR. HARVEY:  Because it has those effects, 

potentially? 

           MR. OAKS:  Yes.  I mean we tend to say the word 

"volatility" and think volatility means higher prices.  

Volatility could also mean lower prices, depending which way 

it is going.   

           To the extent that there is a trend, for example 

this summer storage injection trend, we would have found 

that out anyway‑‑ 

           MR. HARVEY:  Right. 

           MR. OAKS:  ‑‑at some point.  I don't know that 

there has been a downward volatility that would suggest the 

numbers as being high as they have been for the last six 

weeks, well all season but especially high for the last six 

weeks, has had momentarily put pressure downward on prices, 

but then other market fundamentals took over like 

hurricanes. 

           MR. HARVEY:  I don't want to leave anybody else 

out.  I mean I'd ask some sort of broad questions about 

whether or not this stuff matters.  Does anybody else have a 

sense of that? 

           MR. DANIEL:  Yes.  On that same issue I think, as 

I indicated in my remarks, we have a bit of concern that 

people might be expecting a little bit too much in terms of 

what impact going to daily reporting might have on 

volatility, even though we do think it is desirable. 

           In that example where the market is expecting say 

a withdrawal of 90 bcf in a week and it turns out to be 120 

bcf, and assuming that really reflects reality in terms of 

how much came out of storage, presumably if you had daily 

reporting the market would be seeing those higher 

withdrawals day by day and you would still end up with the 

market at the end of the week trying to interpret the 

significance of 120 bcf withdrawal when they had expected 90 

bcf. 

           I would suggest that probably the prices at the 

end of the week are going to be more or less as high in that 

scenario‑‑in other words, they would have taken as much of a 

jump during the week with daily reporting as with weekly 

reporting, the only difference being you would see the 

adjustments occurring perhaps in smaller steps throughout 

the week as opposed to that Thursday morning jump. 

           So depending on what you mean by "volatility" 

going to daily reporting may impact it or not.  If it's a 

concern about how much the market can move just on one 

number in a week daily reporting probably would help. 

           But if your overall concern is, gee, gas prices 

have gone from $6 to $6.50 this week under daily reporting, 

they probably would still have gone from $6 to $6.50. 

           MR. HEDERMAN:  Rick, I was waiting to ask you a 

question.  Is there any insight for us to draw from compare 

and contrasting with how the storage data is handled in 

Canada? 

           MR. DANIEL:  Perhaps.  Generally I think that 

there seems to be a little bit more transparency to markets 

currently in Canada than there is at least in some parts of 

the U.S. market. 

           For example, on the Trans Canada System where all 

of our storage facilities are located, it is pretty easy for 

all users of that system to go on the Trans Canada's site 

and see injections into and out of storage on a daily basis. 

           Individual storage facilities don't really need 

to post that information for the basic data to be available.  

So in that sense it is perhaps pretty close to where you're 

looking to go here already. 

           And generally I think the price data that's 

available on the NGX System in Western Canada is also 

quite‑‑it's quite a liquid market and quite visible, quite 

transparent I think to most customers. 

           MR. BROWNFIELD:  I have a quick question for 

Mr. Daniel.  I think you mentioned the need, if you're going 

to post this information, you need to post it in a 

standardized way. 

           I wonder if you could talk just a second about 

what kind of standards might be necessary for this posting? 

           MR. DANIEL:  Well we think probably the easiest 

and most relevant kind of standard would be, first of all, 

to make it certainly based on actual flows rather than 

nominations or scheduled flows.  

           As a user of the information, that is really what 

I would want to know, is physically how much flowed into and 

out of storage.  So that would be one thing.  I think it 

should be actual flows. 

           We think it should be net injections and 

withdrawals of the day.  We don't think there's any real 

value to the market from breaking that out between the 

nominations they receive and for injections and the 

nominations they receive on withdrawals.  The really 

relevant information is on a net basis.  Physically, how 

much flowed in or out of storage. 

           Now I recognize that would be easy for us to live 

up to in terms of a standard.  Where operators lack perhaps 

the metering capability to report those physical flows, 

there may be issues, but that wouldn't be a concern for us. 

           MR. PINKSTON:  I have a question also for Rick 

Daniel kind of along those same lines.  I think you 

mentioned that you didn't see much value if the postings 

were restricted on a daily basis to the interstate 

facilities.  Could you elaborate on that a bit? 

           MR. DANIEL:  Yes.  There's a tradeoff here I 

think between the value of more timely data and the 

importance of the quality and completeness of the data, and 

it is hard to know where you cross that line in terms of the 

cost/benefit. 

           But generally speaking, I sort of feel that if 

the daily posting isn't sufficiently comprehensive to 

capture the bulk of storage facilities, what you may be 

doing is just introducing more noise into the marketplace in 

the sense that you've now got one universe that is reporting 

on a‑‑a storage company is reporting on a daily basis.  The 

DOE survey is reporting on a weekly basis from a different 

universe.  

           Some players in the market are probably going to 

understand how those do and don't compare to each other and 

will probably build models in fact to be able to predict how 

the daily numbers need to be interpreted to be able to 

predict the weekly numbers, but I think the standard we 

should be aiming for here is disclosure that is useful to 

not just the most sophisticated players in the market, but 

if you like kind of the average market player, and it 

shouldn't be necessary to build models to interpret the data 

I think coming out. 

           And I think therefore the daily reporting will 

only be useful if it covers a universe that is fairly large, 

comparable to the DOE universe such that it doesn't require 

much difficulty in terms of interpreting the numbers, and in 

fact that it really does give you a very reliable way of 

predicting what that weekly DOE number will be. 

           If it doesn't achieve that, then what you gain in 

terms of timeliness may be offset by the accuracy problems. 

           MR. PEARCE:  I would like to follow up, please.  

Mr. Bahumian's comment that 68 to 70 percent of the volumes 

on a volumetric basis of the storage is jurisdictional.  To 

me that seems like that would be a pretty good indicator of 

where the market is. 

           MS. HOLMES:  Does anybody have a feel for how 

much of the nonjurisdictional storage is used for 311 

Service? 

           (No response.) 

           MR. HEDERMAN:  Any other questions? 

           (No response.) 

           MR. HEDERMAN:  Thank you very much, and could the 

next panel come up to the table and switch off. 

           (Pause.) 

           Could we have a seat and get going?   

           (Pause.) 

           We will welcome our last panel who includes a 

variety of people who consume the storage data.  I look 

forward to hearing about how it is used and how we could 

help make it better, or whether we could help by leaving it 

alone. 

           So, Bob Levin, if we could start with you. 

           MR. LEVIN:  Thank you very much, Bill.  On behalf 

of NYMEX I want to thank the FERC for inviting us to speak 

today.  It is a special thanks because I was specifically 

asked not to prepare anything formal, so that is always a 

lot easier to work from. 

           Also, I give credit to the FERC Staff.  It is an 

interesting issue to look into, and I do appreciate you 

asking the questions before making any shots. 

           In terms of my comments I'm going to go over, I 

think I would like to go over some of the history with NYMEX 

of this data and then what we offer, and our reflections on 

how it is used in the market, and then answer some of your 

specific questions.  I will be brief in all the categories. 

           It is worth emphasizing that this entire issue 

for us is not simply a natural gas one, it is an oil, and an 

oil products in a natural gas one.   

           The history to us is that the trade groups have 

historically collected this information.  It was informal. 

The API collected the petroleum statistics.  The American 

Gas Association, the natural gas ones.  AGA trailed API in 

terms of how soon they offered that. 

           At first, this information was offered in the 

afternoon.  It was not during regular trading hours.  

NYMEX‑‑in fact it probably preceded even NYMEX offering some 

of these products; it's entirely possible‑‑and that was the 

conventional wisdom, and we adhered to it as well. 

           Over time, our view began to change as we 

realized that these markets were, certainly during business 

days, nearly 24‑hour markets and often‑‑hurricane season is 

a good time in point to focus on‑‑7 x 24, and we began to 

think maybe it isn't fair to have the numbers released when 

only those that really have a larger position in the market 

because they have larger assets and they are a bigger entity 

can respond to them quickly. 

           We went to the AGA and we suggested to them that 

they consider releasing it during regular trading hours of 

NYMEX because we thought it would give them a more level 

access by different participants in the market. 

           Then after they reflected on it, they began doing 

that.  Eventually, we took the same request to the EIA on 

behalf of the petroleum, and when EIA inherited the natural 

gas statistics from AGA and did it alone, we made a similar 

request to them to do that. 

           Our current view is that it is better to release 

the numbers during active trading periods than not just 

because there are more parties that are interested in them 

that would have access to the liquidity and don't have to 

spend extra resources to respond to them. 

           I will say, just so people note, within the NYMEX 

community there are differing views, including all the way 

to the people that trade on the floor.  And some of them 

simply choose not to be in the market when the data is 

released because they think they're not prepared to respond 

to it.  But at least they have that choice, as opposed to 

it's forced on them, and we think that is positive. 

           So I think it is important to understand that for 

us this information is oil and gas.  It is relevant to the 

market.  I'll go into that in a moment.  Subsequent to this 

in the past half‑year we have even introduced a new type of 

product based on the EIA Gas Weekly number.  It is a 

perimutuelly cleared product.  It's literally people trying 

to estimate their payments or their winnings in reference to 

how accurately they predict what the number comes in. 

           We've had some modest interest in that, but we 

are certainly refashioning the product and I expect us to 

expand those offerings.  We will, as a matter of course, 

post all the relevant government agencies doing that because 

we know that is something that there's a sensitivity there 

when you're using the numbers specifically as the instrument 

that's being referred to. 

           How is this information used? 

           Well there's no question to us inventory 

information is market relevant.  That's why we request it 

having released during the active trading periods.  In that 

regard‑‑and I think there's been some reference to this‑‑ 

there is a substantive effort that is made by a number of 

parties in the market in estimating the number each week, 

specifically the gas number, and it is an historical number.  

It represents last week what did occur, and people also know 

what the weather was last week, and they do‑‑I think that's 

a big factor.  I don't know if everybody only relies on 

that.  They may rely on information in reported prices in 

the Next‑Day markets.  That may give them some indication on 

where there has been more consumption, or more production if 

they try to read into that. 

           And in doing that, each week we do get a number 

of publicly released estimates on where the number is going 

to come out, and I know there is even a lot more privately 

held ones. 

           The biggest impact in the market‑‑which I think 

has been mentioned, but it is worth mentioning again and 

emphasizing, is when the number parts from those 

expectations.  That is the source of any volatility. 

           I will also make the comment now‑‑and I may be 

departing from others on this‑‑that is the extent of it.  

There may be theories.  There may be impressions.  And 

everyone is entitled to that, and I would be the last one to 

suggest they weren't‑‑but there is nothing universally held 

as to what the collective impact over time on people's 

response to that on creating volatility that has nothing to 

do with expectations parting from reality. 

           Expectations parting from reality is the source 

of volatility.  The rest is pleasant ideas, and it akin a 

little bit to me of witchcraft, but that's where it resides.  

And there is nothing to it. 

           From our perspective, even going further, another 

thing that contributes to this‑‑which I think is also 

positive in a certain respect, but it should not be over‑ 

reacted to‑‑I mean there is a lot of press reporting around 

the number.  I mean sometimes it is a slow news day.  

Sometimes even if it isn't a slow news day, the reporter 

that has this as their item to cover is committed to 

covering it with a degree of eagerness to the best of their 

ability.  And there is some showmanship in that.   

           But that showmanship should not be confused with 

the market over‑reacting, or this is the most important 

thing.  It is one in numerous pieces of important 

information that comes to the market, but it is important. 

           On some of your specific questions in the daily 

coverage, I would point out a few things.  The first item I 

will speak to is not immediately relevant to us, but I just 

don't want anybody to think that we didn't think it mattered 

because it falls on somebody.  If there are costs that fall 

on people, then obviously they need to be listened to.  I 

think you're doing that, and that is relevant. 

           The question is:  How much of the market are you 

covering by going to daily?  How much can you really reach?  

And can you end up by not covering all of it creating 

inadvertently poor information, or at times poor 

information? 

           Would you still get accurate information even 

though you are collecting it on a daily basis?  

           Can there be adjustments later, the next day?  We 

see adjustments week to week in this market as it is.  I 

have to imagine there is going to be adjustments day to day.  

How do you take that into account?  And are you benefitting 

the market with that? 

           And another item that collects those factors 

together, do you inadvertently confer any market power, at 

least at times, on someone that does not fall under that 

coverage?  Because now you are covering a certain amount of 

the market, and you have made that information come out a 

certain way, and somebody realizes that at least on a given 

day, maybe in a cold January, they have a little more of the 

market storage that hasn't been reported yet than all the 

other.  That is the sort of thing I am sure that none of the 

people‑‑well nobody at this table, but certainly the people 

on that part of the semi‑circle would be very sensitive to.  

           I think you really need to consider it.  There 

may be some good intentions here, but often good intentions 

in regulation can have some inadvertent effects. 

           I will speak to, there's one incident, it's not 

the only one, and it occurred maybe before EIA did this, but 

it can happen.  Somebody submitted the wrong number.  

Actually, I think they put a negative sign where they wanted 

to put a positive. 

           It didn't get caught.  It came out.  The market 

was‑‑I think it was a mis‑reporting of about, it might have 

been 50 bcf.  It was a very large number. 

           It's interesting how different parties in the 

market reacted to that, because there are a lot of people 

that said, that's ridiculous.  Somebody made a mistake.  I 

mean you just knew that you couldn't be drawing at this 

point in the year that was a fill time, you know, that type 

of reaction. 

           Nonetheless, it was a big mistake and it does 

show that those things will happen.  And I think once again, 

as you consider putting new regulations in and making people 

report this on a more frequent basis and with a tighter time 

deadline, you have to consider well what happens when the 

mistake is there?  Because when it has happened before, it 

can be disruptive, and I am sure that is not what you want 

to create. 

           I look forward to your questions and talking with 

the panelists.  Thank you. 

           MR. HEDERMAN:  Bob, I understand you have some 

time considerations?  Are you okay at this point in terms of 

taking questions at the end?I  

           MR. LEVIN:  I think so.  I appreciate you're 

right on schedule.  That works very well for me.  Thanks. 

           MR. HEDERMAN:  Okay, thanks.  Becca? 

           MS. FOLLOWILL:  Thank you.   

           Howard Weil is an equity research firm 

specializing purely in energy.  We cover major oil 

companies, refiners, ENP companies, the oil field service 

sector, coal stocks, and utilities.  Our clients are purely 

institutional not retail, and they run the gamut from long 

only mutual funds to hedge funds. 

           The way we use storage is two ways.  On Monday 

mornings, we provide our clients with an estimate of what we 

think the EIA/DOE number will be on Thursday, and we 

forecast storage using two different models.  

           The primary input is NOAA's weekly weather dating 

using both cooling degree days and heating degree days.  

That data is then adjusted for unusual events such as 

hurricanes, nuclear outages, holidays, et cetera.  And we 

believe our accuracy is very good.  Our standard error is 

about 2.2 bcf.  

           In addition to the weekly estimate, we use 

storage as one of the many parameters in estimating gas 

prices beyond just a one‑week time frame.  Just as important 

as storage if not more important than storage are the 

variables such as Canadian and Mexican imports and exports, 

LNG, changes in the domestic recount in production, 

distillate inventories, plus myriad factors influencing 

natural gas demand. 

           We also monitor gas price volatility because it 

impacts the companies that we follow with trading 

businesses, and potentially LDCs if they're real extreme in 

gas prices it could affect their potential to recover gas 

costs. 

           Year‑to‑date gas volatility is averaged half the 

level of a year ago, and even with a recent increase in 

volatility with Hurricane Ivan, right now it is running 

about a third of what it was a year ago. 

           In preparation for today, we looked at historic 

volatility by day of the week, breaking it up into two 

periods.  First, from current back to when the EIA/DOE 

started reporting the data, and then back from that point in 

time until when the AGA was doing it, back through the 

beginning of 2000. 

           Our data is different than I think another 

panelist had looked at.  The way we look at volatility is we 

take the natural log of the high divided by the low, then 

take the standard deviation of that and annualized it for 

252 trading days a year.  I think that is the pretty 

standard estimate of how you look at volatility. 

           We were pretty surprised by the results.  In 

fact, I was shocked by them.  For the time frame since EIA 

has been releasing storage data, the day of the week with 

the least gas price volatility is Thursday, on a daily 

basis.  The day with the most gas price volatility is 

Monday.  And that makes some sense in that most people look 

at their forecast on Monday morning and then make their bets 

for the week based on what Monday is going on. 

           Then after Monday there was a standard drop in 

volatility, and then a slight pickup on Friday, which makes 

sense because traders don't want to leave their positions 

open.  They don't know what the weather is going to do on 

Friday.  So they frequently close out their positions. 

           When we looked at the AGA data, it had a similar 

pattern.  The highest volatility day was Monday.  It had a 

drop on Tuesday.  On Wednesday there was a modest tick up.  

On Wednesday that was when AGA was reporting the data.  Then 

down a little bit on Thursday.  Then slight declines again 

on Friday. 

           So contrary to popular opinion, the storage data, 

the day the storage is released is not necessarily the 

highest volatility day. 

           Since the big surge in volatility in 2000, 

particularly December of that year, we think volatility has 

been on a declining trend.  I think it is a combination of 

more trader oversight, less big, big players in the market 

such as Enron and their peers, and perhaps it is more data 

points.  When you're putting together a model, the more data 

points you have the better model you have, the better 

prediction you have of storage.  And again, it is perception 

versus reality.  And if your estimate, your perceived 

estimate, comes in in line with reality, you are going to 

have less volatility. 

           So what would a change to reporting mean to 

volatility?  From a selfish perspective, we think the system 

works at this point.  We have a good model.  We think it's 

accurate.  We like it.  So we don't necessarily want to 

change.   

           Our models have an excellent number of data 

points where we correlate weekly weather data with weekly 

storage data.  It's a tested model. 

           While the view has usually been that more is 

always better.  We do have some concerns about moving from 

weekly to daily storage reporting.   

           First, as far as we know, NOAA does not report 

heating and cooling degree days on a daily basis.  So a 

change to daily storage data would mean we'd probably still 

be using our same model of looking at weekly weather data to 

forecast a change as of, say, Thursday in a point of time.  

But, then we'd have to extrapolate the rest of the week.  

And so we'd be‑‑and then taking into account weekends and 

holidays and layering that daily source information.   

           So although it's hard to predict, my gut feel is 

that initially volatility would probably go up until you get 

a tested model.  So you'd probably be building a model for 

at least two years and that's probably optimistic to think 

that in two year's time you could have enough sufficient 

data points given the seasonality of what happens with 

storage across the year to really have a well‑tested model 

to be able to predict storage. 

           Second, traders like more data because there's 

more points on which to trade from.  From our perspective, 

if a trader's trading more, it's great.  So, when the 

commodity is more volatile, the stocks are more volatile and 

we make more money.  So a change might be good for us from 

that perspective, but I don't think it's what you're looking 

for. 

           Finally, we close with four points.  We can't 

stress enough the importance that the data be extremely 

accurate and that the system for reporting be standardized.  

With so many participants reporting separately and daily,t 

he potential for error is going to go expedientially as 

would the potential for higher volatility. 

           Forecasting models are going to have to be 

rebuilt and will take a number of years before we have a 

sufficient number of data points to accurately forecast 

daily storage, thus, increasing the potential for higher 

volatility.  The process of mining each individual company 

website for data is going to be very time‑consuming.  I'm 

sure that some ingenious 

company will quickly come with a system that minds the data 

for you for a fee, but it may not be available to all the 

constituents, especially, the smaller budget firms were 

price really does make a difference. 

           And then, finally, instead of just necessarily 

looking at daily storage data, I would suggest looking at 

additional data points from supply and demand.  LNG is an 

extremely obvious one.  It's controlled by the FERC or 

regulated by the FERC at this point.  There's only four 

terminals, existing major terminals and it would be a great 

data point to add to the big supply‑demand picture.  Looking 

at production, information which I understand the EIA is 

trying to get at, probably much more difficult because it's 

not necessarily under someone's jurisdiction.  But add 

another data point as opposed to necessarily digging into 

incomplete information.  Thank you. 

           MR. HEDERMAN:  Thank you. 

           Any quick questions? 

           (No response.) 

           MR. HEDERMAN:  Jim? 

           MR. AVIOLI:  Thank you and good afternoon. 

           My name is Jim Avioli.  I'm an asset manager for 

Unocal Midstream and Trade and I manage our North American 

natural gas storage operations.  Unocal is sort of in a 

unique position.  We're both a storage operator and a 

producer of natural gas.  Today I'm here with my producer 

hat on.  I'm here today really speaking on behalf of the 

Natural Gas Suppliers Association and we represent all the 

majors and large independent natural gas producers. 

           I would like to outline our three guiding 

principals at NGSA that we developed in preparing for this 

conference.  First, we support transparency in the 

marketplace and we have a history of doing so.  We also 

recognize the importance of the market's confidence in the 

accuracy of data, including storage.  However, we currently 

believe the weekly reporting of natural gas storage data is 

accurate and provides the needed transparency in the 

marketplace.  In short, the current reporting system works 

and nothing is broken. 

           Second, we condemn any attempts at market 

manipulation in any form and believe FERC has demonstrated 

its ability to monitor the markets effectively.  FERC should 

be recommended for its job as cop on the beat.  Every time 

the FERC punishes a company for stepping over the line, we 

as participants in the industry take notice.  At Unocal, I 

can speak specifically about Unocal, but any FERC action 

that comes about it triggers an internal audit or review of 

our actions to make sure that we are in full compliance and 

we're sure that trickles down through every industry 

participant. 

           Finally, we believe that the weekly storage 

reports are consistently improved under EIA's management.  I 

think we heard this morning's statistics that bear that out.  

I just quote or repeat the error's statistics presented this 

morning.  There were nine revisions in over two years where 

the EIA has put out the data.  The last revision was almost 

a year ago.  And, if you use revisions as a measure of 

accuracy, that sounds pretty accurate to me. 

           Some general comments, and these fall along the 

lines of the questions that were put out in the notice.  

Data given to the market is only as good as it is accurate.  

If we go to daily reporting and it's inaccurate, we believe 

that you'll completely miss the boat on what you're trying 

to accomplish.  We're concerned with the industry's ability 

to accurately report on a daily basis.  EIA, this morning, 

explained it took two business days to take the data that 

they get on the weekly report, scrub it to the point that 

they're satisfied that it can be published and some of that 

may be actually going back to the contributing companies and 

saying is that right or it just takes that long to get it 

in.  Incorrect or incomplete data that must be continually 

corrected will only confuse the market and ultimately lead 

to greater price volatility.  And, again, I think the first 

two speakers spoke that the volatility caused around the 

weekly storage number is not the storage number itself, but 

how that storage number compares to the predictions all of 

us have in the models that we run. 

           Our next point or next comment is storage data is 

only one of many fundamental indicators that indicate that 

influence decisions on buying and selling of gas or 

transportation or storage.  Tweaking that number will not 

necessarily satisfy the market's thirst for more information 

or reduce volatility.  I think we've heard this a couple of 

times today, but our opinion is that weather is the biggest 

fundamental driver.  Hurricane Ivan and the uncertainty 

around its long‑term effect has increased volatility in the 

natural gas market in recent weeks.  We doubt that daily 

reporting of storage data would have significantly reduced 

any of that volatility caused by Ivan. 

           A couple of other points, we do not know how the 

legal challenge of FERC's assertation of jurisdiction over 

intrastate facilities will ultimately come out, if that were 

to happen, but we suspect that FERC could make daily 

reporting a requirement for intrastate facilities that want 

to offer 311 services to interstate customers.  So you 

certainly could get jurisdiction by doing that. 

           And then, finally, my last comment.  We're 

concerned about who owns the data.  Who really owns the data 

that a storage operator or owner of the storage facility 

will report.  You're asking the storage owner and operator 

to report data about his customers who ultimately own that 

working gas that he's reporting data about.  Depending, 

again, and the speakers representing the LDCs and even the 

industries this morning presented the same issue, you know, 

do customers want their position supplied to the market and 

that's a concern of ours.  It's a concern of Unocal as a 

storage operator, too.  Could we ultimately be held liable 

for that? 

           In closing, on behalf of the NGSA, I would like 

to thank the Commission for allowing us to participate and 

look forward to any additional dialogue on this issue.  

Thank you. 

           MR. HEDERMAN:  Thanks. 

           Any quick questions? 

           (No response.) 

           MR. HEDERMAN:  Okay.  Mr. Marz. 

           MR. MARZ:  Thank you.  I am Martin Marz, 

Compliance Officer with BP's North America Gas and Power 

Group based in Houston.  The North American Gas and Power 

Group is engaged in trading and marketing of both natural 

gas and electric power and there's also a separate group 

within the NAGP group that handles natural gas liquids.  We 

are affiliated with, obviously, a large production, the BP 

production arm here in the United States.  One of the larger 

producers of natural gas in the United States and we do 

market all of that natural gas on behalf of our upstream 

affiliate.  We're active in both the physical and financial 

gas markets. 

           The BP family also has a separate oil trading 

operation based in Chicago.  So we're dealing with the 

reporting issues in terms of information availability on 

both the oil, the natural gas side as well.  In the current 

structure, we do have our own model in place that attempts 

to model where storage is and where the numbers are coming 

out and our analytics group is quite comfortable.  They come 

out with a very good prediction on where that number is 

coming out.  The traders will in advance, obviously, take 

various positions on a week‑to‑week basis.  You can 

anticipate some trading around that number when it does come 

out, although, that is not one of the true objections of our 

trading organization.  It tends to look on a more long‑term 

basis. 

           Generally speaking, from a BP perspective, we do 

support open, transparent and competitive markets.  We 

prefer that market information be available to all.  Be 

available to all on a same‑time basis.  Otherwise somebody 

may receive an advantage over the rest of the market.  In 

terms of the information you are discussing here, the 

storage information, it's important to recognize that for 

that information to be useful to the market, it should be 

provided on a consistent and accurate basis. 

           I think in thinking about that one of the other 

things to think about is availability.  For example, if you 

were to post it on all the ‑‑ have the pipeline post it on 

or storage operators post it on electric bulletin board, 

given the number of various storage operators out there, a 

number of folks would have to go to a number of different 

locations, bulletin boards to find the information.  For 

somebody of our size, that may be less of a problem.  For 

some of the smaller folks out there, relying on the storage 

number currently that may present more of an issue for them.  

The information would be available.  It's transparent, but 

it may not be useable to all as it is to someone like 

ourselves where we have the larger group to take advantage 

of it. 

           To the extent you're going to a sampling, I think 

the sampling needs to be representative.  You would not 

really want see just a selection of the interstate natural 

gas storage facilities.  I think you need to have a cross‑ 

section of both and it needs to be a representative sample 

so that you can have some confidence in that number that it 

is going to give you a fair representation of where the 

storage fill is and where the direction is going.  That 

storage fill number is, I guess, in a respect, it deals with 

where we are going to stand going into the winter, how we 

may be able to meet the winter demand.  Where you may be 

when come out of the winter.  So it doesn't cover just one 

week in certain respects, but it is a trend that is used to 

give you a longer term supply and demand look.  It is just 

one component of the overall supply and demand look.  I 

agree.  And it is not the only driver to volatility.  

Volatility is also the product of other facts, the supply, 

the demand, hot weather, for example.  Cooler than normal 

weather, hurricanes, all have an impact upon volatility.  

Loss of a major pipeline can have an impact causing 

volatility. 

           So this storage number is not, in and of itself, 

the only driver to that volatility.  And one of the things, 

one of my traders commented to me as I was getting ready to 

come up here and he suggested, well, you make take the 

fixation away from the Thursday number.  What you may do is 

create a situation where we all come in every day of the 

week, look to see what the number is and run around to 

adjust to at that point in time. 

           Whether or not the actual reporting and making 

the information available on a daily basis will actually 

reduce volatility, I think, is an open question.  I think 

there are views both ways.  One is it may increase it as 

people look and try and discern where things are going on a 

daily basis.  To the extent that you have historic data to 

compare that daily information to, that may help some.  But, 

again, that would take somebody to produce all that daily 

information going back several years or you'd need to wait 

several years going forward to have it available to you so 

you can work it into your models and develop any kind of 

estimation of where things are going based on the daily 

information. 

           So from that perspective, I think we are one of 

those ‑‑ we can survive either with the daily reporting or 

without it.  The current system, from our view, has been 

working reasonably well.  We haven't had a lot of problems 

with it.  And so, from that perspective, I'm not sure that 

we would necessarily strongly advocate a change.  Thank you. 

           Any questions for me directly at this point? 

           MR. HEDERMAN:  I guess not. 

           Mr. Gelber? 

           MR. GELBER:  Thank you.  I appreciate the 

opportunity to be here today. Gelber & Associates is 

generally in favor of daily reporting of storage 

information.  Gelber & Associates is an energy consulting 

and advisory firm.  In short, we work with large consumers, 

industrial consumers of natural gas and some of the largest 

local distribution companies in North America and we 

function more or less as their out‑sourced or virtual 

procurement/trading department.  We have the sophistication, 

the human resources, the systems to provide services to 

large purchasers of gas that they may not have themselves. 

           I have and we have transacted large amounts of 

physical natural gas, natural gas futures.  We clear natural 

gas futures.  We've traded derivatives and all the 

derivative products, all those types of transactions.  The 

reasons for my favoring daily release are eight sort of 

short points:  transparency, efficiency of price signals, 

modification of the volatility, which we'll come back to, 

trading continuity, better planning, less chance of misuse 

of information, optimization of available technology and 

lastly public confidence in the natural gas marketplace.  So 

I'll take those one at a time shortly.  

           Price efficiency is somewhat like my dad tilling 

his garden.  If he does it with a shovel, it takes him quite 

some time.  If he uses a rotor tiller, he gets to the same 

place a lot more quickly and natural gas takes a lot of 

energy to try to have it find the right price any one period 

of time, so more information into the market generally gives 

you better transparency and much better price efficiency.  

That's very good.  You want that for a market to work 

properly. 

           Better knowledge and information on a real‑time 

basis will give you quicker, more proper pricing and the 

daily release for storage will create that type of 

transparency, that type of price efficiency.  Why is storage 

that important and is it that important?  And the answer is 

yes, storage is really important for the gas market.  

Probably more so than other energy markets that I've been 

involved in or traded because the gas market more than any 

other market that I've been involved in is a warehouse 

market.  That makes it different than oil which may be a 

delivery market and power which is reserve capacity market.  

The gas market spends all summer filling up storage and it 

spends all winter drawing that storage and the pricing 

implication, if the warehouse is a little too full or a 

little too empty, can be extreme and have severe 

implications as far as price level.  So the timing, 

frequency, context, distribution of storage is very 

critical. 

           But, also, there's a question about the gas 

market and its intense volatility and we know its volatility 

because management of that volatility is pretty much what we 

do in our organization.  And I'll tell you that participants 

in the gas market, us, our clients and others who I know, 

eagerly await the weekly EIA number.  It's a pretty big deal 

and the way people approach it is, as one of the panelist 

said, some people are in.  Some people are out.  So we have 

client or are ourselves sometimes have to position ourselves 

in preparation of the number.  Other customers or other 

colleagues of ours just forbid us from being in the market 

in and around the numbers.  So, on Thursday, we're sort of 

sometimes in for clients.  Sometimes we're out and I think 

that's generally true.  It depends on the risks you're 

wanting to take around the release of a number.  It's 

probably not that much different than the unemployment 

report for the bond market. 

           But it takes into account about half of a trading 

day.  The anxiety starts when you first come in on Thursday.  

It builds up to the release.  Boom, the release comes out 

and then it last until about lunch time.  So it's pretty 

much half a trading day, which actually is a pretty long 

period of time for a market that's only open from 9:00 until 

1:00 central time five days a week, a pretty big commitment. 

           And Rebecca, we did some work around volatility.  

It's probably a little bit different than yours, but our 

results are different conclusions.  The conclusions are that 

Thursday volatility around the number is significantly 

higher.  We went on very short increment, tick by tick 

analysis an hour before and an hour after the number is 

released and volatility increases.  It came up from about 40 

percent up to about 60 percent, which is extremely high 

volatility.  That's an increase of about 40 percent.  

Volatility spike around the storage number, from what we can 

tell, will probably be eliminated because the Thursday 

phenomenon is going to be eliminated.  It's going to be 

rather spread out across the week.  So, from our point of 

view, what will likely happen, and I think the fellow from 

En Canna suggested that that volatility, which may be 

inherent to the release of a number, may be spread out 

across the week.  But we see the volatility, at least, will 

be changed and the gas market is extremely volatility always 

comes up as a point of contention in the gas market. 

           It's not clear to me that the primary purpose of 

releasing the data daily is, in fact, impact volatility.  

That may be just one of the things you're trying to achieve.  

There is a drawback, which Martin suggested, which traders 

may come in.  Instead of once a week, they may come in every 

single day and be dominated by a storage number that day and 

that may mean they have no time to worry about any other 

information.  Right now they're dominated with storage 

information Thursday only.  They have four other days of the 

week to worry about other things.  So, hopefully, the market 

will mature pass that point. 

           But, in terms of the example that we've kicked 

around several times about if you're ADBCF, the market's 

expecting the ADBCF injection and, in fact, you get 100 bcf 

injection, that the incremental 20 bcf is what the market 

reacts to, in effect, it is.  But we've looked at that in 

detail and it's not consistent, nor is it clear that the 

market goes up or down in anticipation of an expectation 

that doesn't come to reality because the market position 

itself in advance.  Sometimes it gets it right.  Sometimes 

it gets it wrong.  I've seen weeks where you had a much 

bigger withdrawal than the market thought and the market 

actually fell, which is very counter‑intuitive.  So, if you 

look at that time, I think you'll find it's about a 50/50 

distribution. 

           Our clients a industrials and utilities, some of 

the largest in North America and they have complained for 

years that high volatility and market manipulation is making 

natural gas procurement too difficult and putting them on 

the brink, so let's give them more information.  Let's give 

them better, greater price transparency and maybe will give 

them lower volatility which they'll appreciate because it's 

something that they desperately want.  They also want lower 

price, but that's a whole different story. 

           But, also, they spend a lot of resource, time.  

We work with them on planning so possibly they can do a 

better job with more information to plan, to make their 

goods and perform services more efficiently.  Daily release 

of storage will create transparency which will lead to 

greater public confidence of natural gas.  The gas market is 

kind of interesting.  I've been it for quite some time now, 

25 years, and through that time we've seen failed 

regulations from the 1970s with take our pay contracts and 

state and interstate gas.  That was a bit of a problem back 

then and then sort of flash forward several years we've kind 

of come into the era of round trip ground trading, false 

index reporting, follow the energy merchant, indictments, 

trials, criminal penalties, which we've seen.  The 

California energy crisis, the crooked East, so forth and so 

on.  None of those things are terrible good for the gas 

market and maybe daily release of storage information ‑‑ I 

think daily release of storage information will allow sort 

of the greater light of transparency to shine on the natural 

gas market and help push our market towards maturity, public 

acceptance as a reliable, finally reliable clean‑burning 

fuel.  That would be desirable for us. 

           More frequent numbers, I think, means lower 

susceptibility to mistakes and abuses because numbers are 

coming out more rateably, so there is less opportunity to 

hold the data and doing improper things with it.  But why 

stop at releasing the daily storage number daily?  Why not 

move to other release of critical information on a much more 

consistent daily basis, such as, why don't we get more real‑ 

time information about production data, which I think we 

need.  Or import data, either gas from Canada or LNG from 

overseas.  Or how about commitment to trader's report?  Why 

do we get that once a week?  Why don't we get that everyday 

or pipeline information, those kinds of things?  The 

technology makes it possible.  Let's create greater 

transparency in other areas that the gas market considers 

vital to its transparent and efficient interest.  But the 

data must be accurate.  We need good data, not bad data and 

the data that you're contemplating releasing should be non‑ 

redundant with other information that's coming out. 

           I guess, if I see the EIA coming out weekly and 

then the FERC coming out daily, the bringing together of 

those two data sets might cause market noise and 

unparalleled redundancy, which would be really hard to 

adjust to.  But the data should be easy to get.  It should 

be low cost and it should be minimal effort for companies 

who don't have deep pockets who are participants to 

assimilate into their systems. 

           So, in summary, we see a lot of positive impacts:  

transparency, efficiency, volatility modification, 

continuity of trading, planning for end users and LDCs, 

optimization of technology, and greater public confidence in 

the gas market.  And as my head trader, Charlie Sanchez, 

said recently in Gas Daily, and I'll quote him, "it's good 

for the market to mature and have more accurate supply and 

demand information on a timely basis.  More frequent 

reporting would allow the market to follow its true economic 

motivations."   

           Thank you for today.  Any questions before I flip 

off. 

           MR. HEDERMAN:  Thank you. 

           Yes, I have a quick question.  Has the analysis 

that you refer to been submitted to the Commission about the 

day‑by‑day volatility?  Was that in a submission here to the 

Commission? 

           MR. GELBER:  No, sir.  We prepared that analysis 

for preparation of my coming today.  But it would be 

available if you'd like to see it. 

           MR. HEDERMAN:  Yes.  If you could provide it, 

that would be helpful.   

           Do we have the Howard Weil?  Is there something 

on that that you could provide to us?   

           (Ms. Followill nods in the affirmative.) 

           MR. HEDERMAN:  Thank you. 

           Jay? 

           MR. LUKENS:  Hi.  My name is Jay Lukens.  I'm 

president of the Lukens Energy Group.  Lukens Energy Group 

is a management consulting firm based in Houston that serves 

natural gas and electric power clients. 

           Today I'm not here on behalf of any client.  I 

was asked to attend.  I was flattered to be asked and I'm 

here to the extent I can provide any benefit based on our 

experience. 

           Our company has developed a storage valuation and 

asked that optimization software that has been licensed by 

most of the major storage operators and many of the large 

consumers of storage services across North America, those 

software tools have been used to value virtually every 

storage field in North America.  And, in the course of that 

work, we've done a lot of statistical analysis of storage 

utilization and what drives utilization over time. 

           So I'd like to offer a couple of thoughts based 

on that.  One is that, at least, as I've thought about this 

in the context I had was FERC requiring reporting of daily 

data and the EIA continuing to issue its weekly report.  My 

view is that the daily reporting of storage inventory data 

would reduce price volatility to the extent that it enabled 

the market to develop a better forecast of the EIA weekly 

number.  I mean, the EIA release only causes volatility to 

the extent that there's a surprise factor there.  So, if you 

could eliminate the surprise by daily reporting, then, 

presumably, that would reduce volatility.  Our research 

confirms the views expressed on this panel already that the 

weekly inventory change can be predicted with a very high 

degree of accuracy, using publicly available data on 

weather, on spot prices for gas and power, and on changes in 

the shape of the NYMEX futures prices. 

           Those forecasts are made available by several 

brokerage houses and forecasting firms, including our own, 

and we have had occasion to look at the accuracy of those 

forecast.  While not all are created equal, there are some 

that are very, very good.  So our perspective is that for 

those parties who are willing and able to devote the 

resources to create the forecast, they can forecast the EIA 

number with a high degree of accuracy. 

           I think the question that needs to be considered 

is, to the extent that we make more data available, will 

those parties use that data or can they use it or will it 

enable parties that are not now devoting the resources to 

forecasting this number to now come up with a better 

forecast and I think that's something worthy of thought.  I 

think that the option contract that NYMEX is experimenting 

with is very interesting.  I think, to the extent that there 

is volatility following the release of the EIA number, it is 

because people are placing bets on where that number will 

come out.  Those I don't think are the APGA numbers and the 

small LGCs and industrial companies.  I think they're 

traders who are speculating and trying to make money on 

speculation and one party thinks that they're better than 

the other.  With this option contract out there, there's a 

market instrument for people to see what the market views as 

the most likely outcome of the storage inventory release and 

that, I think, will further inform the market without daily 

reporting. 

           Our company worked on the Commission's recent 

investigation into the storage inventory reporting on behalf 

of one of the companies that was being investigated and we 

considered the question whether early access to storage 

inventory data on behalf of a subset of the EIA sample 

contributed to better forecasts.  Our conclusion, based on 

that analysis, was that that early access was neither 

necessary nor sufficient for creating the best forecast of 

the EIA weekly inventory change.  Adding the prior knowledge 

variables to the forecasting equations did reduce 

forecasting error, but, in general, the reductions were not 

statistically significant. 

           And, more important, we looked across different 

forecasting models.  The differences were driven more by 

what other variables, other than the early knowledge 

variables, were included or excluded and not access to 

partial data on inventory.  So thinking about this in the 

context of having a daily report and what that might mean, I 

guess it's my view that the benefits of that in terms of 

reducing forecasting error on the EIA report will be 

minimal. 

           From our perspective, we are data wonks.  We like 

data.  We like building models.  So in a world where 

information is free, we would favor the outcome of more data 

is better than less.  But from your perspective, I presume 

that you consider both the costs and the benefits.   

           If the goal is to reduce the mistakes around the 

EIA forecast, I would submit that at least the evidence that 

we've looked at is that the benefit of daily reporting will 

be very small, and presumably then you would only pursue 

that policy if the costs were also very small.   

           I don't have an opinion as to what the cost might 

be.  I think that it's going to vary widely among the 

respondents.  Some companies are set up with SCADA and very 

sophisticated reporting systems.  Some are not. 

           One suggestion that would involve little or no 

costs would be to require those parties that report to the 

EIA to make the data that they report publicly available on 

the Monday rather than having everybody wait until Thursday.  

           I think that's what we heard this morning that 

Dominion is already doing.  I understand that there may be 

jurisdictional issues here in terms of the Commission's 

ability to require parties not directly under your 

jurisdiction to do that.  I  don't  have an opinion as to 

that.   

           And I also sympathize with some of the comments 

made about the bargaining issues.  I think the issue here is 

asymmetric information.  That you're requiring a buyer to 

reveal its inventory position and there's no similar 

disclosure on the other side of the market and that that can 

create a bargaining disadvantage for certain parties where 

making their EIA‑reported data available.  So I think those 

issues would need to be worked out in this, but there could 

be more information provided to the market at very low costs 

by having the EIA weekly reports made public on company 

websites otherwise on Monday rather than Thursday.  I think 

that's it.  Thank you. 

           MR. HEDERMAN:  Thank you, Jay. 

           Bob, I had a question for you.  Several times a 

year the parimutuelly cleared product has been mentioned.  

Could you speak to whether, is this unique or is this fairly 

common?  Are there similar products around other 

commodities? 

           MR. LEVIN:  I think that it is a fairly common 

over‑the‑counter, not on exchange traded.  I have heard 

about some entities that I think they call themselves 

exchanges.  I don't mean that pejoratively, I'm just not 

sure if they're recognized formally.  I don't think they are 

by the Commission that regulates us directly, the CFTC, but 

they might.  And I do think that they're offered sometimes 

there as well. 

           So maybe it could be through someone in the 

financial community with customers or it could be through 

somebody that's setting up kind of a brokerage, electronic 

brokerage facility.  And those are fairly common, I think, 

and growing.  As an example, and this may not seem like a 

commodity, but I'm sure people right now can take a 

position, put an option on the U.S. presidential election 

and things of that nature.  Not in our market, they can't. 

           But, in this case, in the energy commodities, 

this is the only instance I know of it that we're currently 

doing and it's experimental for us, but we're kind of 

interested.  

           I think there are probably some markets.  I don't 

know that I want to get into all the details, but that may 

well lend themselves to being cleared parimutuelly better 

than the traditional where they're continuous, but buyer to 

seller type of delivery directly to each other sort of a 

market and it's kind of a new avenue to explore. 

           MR. HEDERMAN:  Okay.  Thanks. 

           Matt? 

           MR. HUNTER:  Hi. 

           Mr. Levin, if this product of daily reporting 

comes to pass, that would damage this contract of yours.  

Yes? 

           MR. LEVIN:  Which contract?  Like the parimutuel 

one? 

           MR. HUNTER:  Yes. 

           MR. LEVIN:  I think there are some people that 

hold that view.  I had a conversation with someone earlier 

this afternoon that speculated that might be the case.   

           I'm not sure if it would or wouldn't.  I mean I'm 

not sure that, as an example, it‑‑in fact, I don't want to 

take liberties with what Jay was just saying, but the idea 

that it may enhance people's perspective on where that 

number will come out once a week, I mean, maybe it'll 

enhance that and maybe it will become a daily type of 

auction parimutuel, maybe there will be some other collected 

period that becomes relevant, so I'm not at all certain 

about that.   

           I don't come in with any prior views of how it 

will affect it, but i'm also ‑‑ and then you have to take 

into account are you going to get ‑‑ what percentage of 

coverage are you going to get.  I'm extremely doubtful that 

you're going to get close to a hundred.  Okay?  But my 

comment was even if you got a hundred, if you get 60 percent 

coverage, I'm not sure that it will.   

           So I'm not at all certain.  I think it could go 

either way on that. 

           MR. PINKSTON:  I have a question, I guess, for 

Lukens and Followill.  You guys spoke most about the models 

and the accuracy of the models, the correlations, 

coefficients and small error.  Are there times that your 

models are less accurate maybe when it really matters in 

February when there's a lot of speculation about storage 

balances and uncertainty in weather that having the daily 

data would be valuable in predicting the balances.  It maybe 

easing uncertainty in the market.  In other words, just 

taking a slice at a time as opposed to looking at the models 

on average. 

           MS. FOLLOWILL:  Well, I'd have to go back and 

look at it.  My gut feel is probably yes, but I'd have to go 

back and verify it.  We could go back and look because we 

track our accuracy and I could get back with you on that.  

But, at this point, I don't know for sure. 

           MR. PINKSTON:  Thank you. 

           MR. LUKENS:  I'm afraid I have to offer the same 

answer.  I have not looked at that question and don't want 

to speculate on that. 

           MR. HARVEY:  There were a couple of arguments by 

you, Mr. Lukens, relating how more information over time 

would not necessarily change the accuracy of predicting the 

EIA report.  Isn't there another kind of benefit, which is 

to say that the spot market and the associated markets that 

are being affected by this information, would be able to 

respond more quickly?  I mean, presumably, if we're seeing 

some movement in trading when this is getting reported that 

reflects some kind of a disconnect between a report six days 

late and what people had expected over that six days.  Isn't 

there a value to the marketplace to have some of that 

information a little earlier, whether or not ‑‑ in fact, the 

fact that it doesn't necessarily change the report speaks 

highly of what EIA is doing, but it doesn't necessarily say 

anything about the benefits to the functioning of the 

market. 

           MR. LUKENS:  Well, as I say, my perspective on 

the reason why we see the price volatility around the 

announcement of the report is that there are people who are 

betting on the outcome.  I mean, I think that the emergence 

or the interest in this option contract goes directly to 

that and those people have an opinion and, you know, it's 

like betting on Monday night football.  If you go back to, I 

think, the broader question of how does their understanding 

of what happens to storage inventory affect our 

understanding of what should be happening with natural gas 

prices or what is happening with natural gas prices.  I 

mean, one of the residual effects of investing in a Ph.D. in 

Economics is I believe that the market, if it functions 

well, the prices ins the market already incorporate the 

information that's out there and it may not be an explicit 

transmission of data, but the whole process of price 

formation reflects, you know, what is going on in the 

physical reality of the market. 

           MR. HARVEY:  Let me see if I understand what you 

said so far, though, are you suggesting that the volatility 

maybe doesn't last a full day, depending on the way you 

measure it, but certainly appears to be there from my 

inspection during some period, a half hour to an hour after 

the announcement, is solely sort of the residual of betting 

in a market that's already internalized the information 

fundamental, given the delay, which is possible.  That would 

seem to suggest that that volatility is, in effect, totally 

meaningless with regard to the underlying value of the gas. 

           MR. LUKENS:  Well, I defer to those that are more 

involved directly in trading in the market.  I think there 

are several people on the panel that may ‑‑ but I can tell 

you that that is pretty close to my view.  That the up tick 

in volatility that you're seeing around the announcement 

date are people setting up on their bets.  And, as you 

pointed out several times today, I mean, what we're 

reporting is what happened a week ago.  The spot market has 

progressed through that for almost an entire week and the 

markets have cleared.  So, I mean, it's a useful point.  It 

informs the market.  I think it needs to be reported on at 

least a weekly basis, but I don't think that the parties 

that are affected by that volatility are necessarily 

unsophisticated gas consumers.  I think they're 

sophisticated traders who are speculating and who are 

looking at the outcome of their speculation. 

           MR. HARVEY:  But wouldn't that suggest, and then 

I'll move the question to everybody else.  But, I mean, 

wouldn't that suggest that, perhaps, under heroic 

assumptions, but under the assumption that that information 

could come out under a shorter time period and closer to the 

time when it was relevant, wouldn't that be good for the 

market to sort of double check those impressions as opposed 

to bath? 

           MR. LUKENS:  Well, as I've said ‑‑ 

           MR. HARVEY:  Heroic assumptions. 

           MR. LUKENS:  If it were costless to produce the 

data, then I have a professional predisposition that more 

data the better.  But I do think that there are issues about 

costs that we really haven't learned a whole lot about today 

that ought to be considered and some of the costs issues are 

what does it take to actually produce the data in terms of 

SCADA systems and otherwise.  There are these potential 

impacts on bargaining, which is another cost that's been 

identified.  So, if producing the data, or the way it's 

produced or the introduction of more data errors, and if all 

of those things are costly, at least, in my opinion, we 

don't have good evidence that the benefits will outweigh the 

costs. 

           MR. HARVEY:  But, I guess, that assumes, and I 

think this is what you said about the weekly reporting, that 

assumes that you, in effect, say there's not really 

informational value in the reporting.  That it is, in 

effect, a way of setting bets around the number, but that 

the information value has disseminated through some other 

means.  You know, people's good models, there's a lot of ‑‑ 

           MR. LUKENS:  It's my opinion that, if people are 

willing to devote the resources to estimate what that is, 

that through good models and otherwise,t hat it will be 

incorporated into the market and the kind of transitory up‑ 

tick in volatility you see around the announcement date is 

the clearing out of speculative bets on the outcome.   

           And, you know, having this option contract is a 

very elegant solution to that.  I mean, it allows even those 

parties who are not willing to invest in producing a 

forecast to see what the market view is of what this number 

is going to be and it creates speculative profit 

opportunities to those people who are willing to devote the 

resources and take a position on the contract. 

           MR. HARVEY:  Let me follow that up, particularly, 

with Ms. Followill.  Your explanation of you've got now sort 

of tested weekly models, isn't there a benefit above and 

beyond, and I mean, I understand there's a cost going there 

to going ‑‑ a benefit from the public policy perspective of 

equipping the market with a sense, day‑to‑day, as opposed to 

a sense week‑to‑week of what's going on in the marketplace.  

Now that will take some time.  That would take some tuning 

of models, but it could get us in a position in a couple of 

years where we can also say, well, it doesn't real mean much 

of anything because it all been so internalized in the 

market, which looks like success from a competitive's market 

perspective to me. 

           MS. FOLLOWILL:  We had this argument internally 

about it, or this discussion about it.  I think over the 

long‑term you are correct.  Over the long‑term, it probably 

will reduce volatility, but is the long‑term two years or 

three years or four years? 

           MR. HARVEY:  I didn't argue that it would reduce 

volatility. 

           MS. FOLLOWILL:  I agree that over the long‑term, 

but the question is, what is long‑term? 

           MR. HARVEY:  But it's important. 

           MS. FOLLOWILL:  Is it worth the potential for 

higher volatility in the short‑term?  On the margin, is it 

going to buy you something and I don't know. 

           MR. HARVEY:  I didn't argue necessarily against 

the volatility.  The volatility is what is, but a volatility 

attuned to every day as opposed to volatility attuned to 

every seven days would seem to me to be better in a market 

that seems to trade more actively on a daily basis. 

           MS. FOLLOWILL:  yes,w hen you're talking about 

instead of an average build of 80, just taking that, divide 

it by 7, it's a smaller number to move off of.  Yes, I mean, 

definitely.  But, again, it's over ‑‑ I think we saying the 

same stuff. 

           MR. HARVEY:  Right.  I mean, it would be an 

investment in order to kind of get there over the period of 

time. 

           MR. FOLLOWILL:  I just don't know what the 

investment is in terms of higher volatility. 

           MR. HARVEY:  I would say as a market oversight 

guy with a job to kind of say is this working fairly well 

competitively or not, a market tuned to make adjustments on 

a daily basis with relatively fresh data looks better to me 

than a market that has gotten good at estimating what a 

report by a third party is going to be a week from now. 

           MS. FOLLOWILL:  I agree long‑term.  Yeah. 

           MR. LEVIN:  I guess a couple of things only 

because I realize your focus isn't there, but, first, and 

I'll be brief, I give a different perspective than what Jay 

expressed on people that even in the market directly.  I 

mean, the number does have relevance, Steve, and it does 

play to your point that if it were released somehow 

accurately earlier or in pieces maybe then you would get 

that information sooner and anything that accrues to that, 

but otherwise people wouldn't pay attention to it.  It isn't 

just a bunch of people betting on a meaningless number, 

obviously.  It's very relevant to people who have genuine, 

everyday risk management needs in this market, which is 

really what drives the natural gas market because it's a 

daily, consumable market and people have to react each day 

and they're trying to maximize the value, whether they're 

hedging it for themselves, managing a risk for themselves on 

behalf of customers, they're trying to make the most money 

they can.  Information is going to come out that's relevant 

to the market and they're going to position themselves.  If 

they don't, that's probably even more risky to ignore what 

they think.  I just want to give you that context. 

           MR. HARVEY:  And I think I'm agreeing, but I 

think what's interesting in the kind of combination of 

points is that it suggests a mini‑model that I think is very 

consistent with your point that you made earlier, which 

really is that there's learning sort of taking place.  To 

the extent that there's volatility created, it's a 

difference between sort of expectations and what, in fact, 

it was in the past.   

           What that seems to be ‑‑ there's some evidence 

that seems to be reducing over time as people's expectations 

are getting closer and closer.  People are getting happier 

and happier with their models over time as they're used to 

that coming out.  That's just sort of attuning the 

operational information in the market to the anticipation 

and to the trading behavior in the market, which is very 

important to do to reflect the underlying stuff.  Isn't 

there a benefit, I mean, like we could stop and say, okay, 

we've got it all working pretty well on this weekly cycle.  

Wouldn't it be better to have that working on a daily cycle? 

           MR. LEVIN:  I was going to get to that, but I 

want to reiterate.  Remember I had two parts.  I just felt I 

had to, at least, put my view on the one item. 

           On the other, and I'll direct it to your 

question.  There may be, but, as I'm sure you noted, that 

there are a lot of policy‑making entities here in D.C. that 

there's information released.  It's not always energy‑ 

related and they're concerned that the regulators of what 

gets released, and getting back to it, if you could get 100 

percent accurate information, full coverage and done 

instanteously, sure, I mean, that would no  different than 

getting every transaction, you know, visibly seen.  You're 

going to keep the parties anonymous and we all agree that 

that type of transparency has benefits.  But some of us have 

expressed, reiterated it's very dubious that you can get 100 

percent coverage, that you can get the accuracy, and when I 

look at all the other numbers that are released by 

government that have a lot of market relevance across the 

equities, the bond markets and other asset markets, I 

haven't seen, at least, it's not visible to me that the 

policymaker is saying, gee, if we could get this piecemeal 

and accurate on a more constant basis, that they see value 

there. 

           I think they made the decision not to.  That 

there's something valuable about getting the number out in a 

regular basis that the parties get accustom to.  So I 

wouldn't, no pun intended, sell that short.  That concept 

that the once‑a‑week release and making that as dependable 

and as accurate as possible has a lot of benefits to the 

market. 

           I don't feel strongly, to be perfectly frank, 

about if it somehow could be released more frequently and on 

a daily basis.  But I've indicated some of the concerns if 

it isn't complete coverage.  If it isn't accurate, I mean, 

it ends up upending.  And, frankly, that upending, just to 

get to the question before, might help, whether it's the 

parimutuel market, it might lead to a more trading on given 

days in the natural gas futures market because there was 

misinformation and people realize, oh, wow, did you see 

that?  The number yesterday was this, but it was really this 

and look at that and, suddenly, you get this reaction.  But 

that's not where we're seeking our market activity from and 

we're all in the same wave length there.  I just put that on 

the table. 

           MR. HARVEY:  Yes.  I think there are two ways to 

ask the question.  Right?  One is how hard is it to do and 

then can we get enough benefit out the other end?  The other 

question is, let's be straightforward about what the 

benefits would be if we can kind of get there and then are 

there ways we can get there?  That's kind of what I'm 

looking for is I think there could be benefits.  I think we 

may be selling them short, in part, because we're used to a 

world where the cycle is a weekly cycle.  We've gotten 

ourselves sort of built into that mentally and we can kind 

of see that.  I'm not sure that's good enough in terms of an 

assessment of what the benefit would be there.  If there is 

a lot of volatility on a daily basis that comes from 

operational information coming back in on a daily basis, 

that's a good thing, I think.  That's not a bad thing. 

           MR. LEVIN:  Yes. 

           MR. HARVEY:  That would be desirable in that 

case. 

           MR. LEVIN:  I would fully agree with that. 

           MR. HEDERMAN:  John? 

           MR. FENTON:  I was intrigued by your comment that 

early knowledge of a subset of the information did not 

increase the forecasting accuracy. 

           MR. LUKENS:  That's not what I said.  I said it 

did but that the increases were not physically significant 

and that the amount of improvement ‑‑ you know, if you had 

one model, you had the early information and look at the 

improvement versus what model A to model B, which may have 

other independent variables, the difference between model A 

and Model B, based on the other variables that were included 

or excluded, was much larger, quantitatively, than the 

improvement you get from adding early inventory information. 

           MR. FENTON:  So, when you say "early inventory 

information," do you mean that if you had some knowledge of 

some portion of the reporting firm's prior to the release. 

           MR. LUKENS:  On Monday versus Thursday. 

           MR. FENTON:  So what kind of prior knowledge did 

you model in?  Would it be, if you knew 25 percent, if you 

knew 50 percent of the reporting firm's? 

           MR. LUKENS:  Well, it was a very small number of 

firms, but it was a fairly large amount of inventory. 

           MR. FENTON:  I guess it kind of gets to a 

question, should it be a concern that there might be some 

people in the market who have enough information about 

either what they're reporting or, perhaps, what they're 

reporting and other people are reporting through posting of 

other people that they have a trading advantage over other 

people. 

           MR. LUKENS:  Well, my understanding is that the 

Commission found it to be a concern and that's what lead to 

the settlement that spawn this proceeding.  So, I think, 

yes, it is a concern. 

           MR. HEDERMAN:  Excuse me.  This is something I 

should have done at the beginning of the day, but Jay, so 

that you understand, John Fenton is from the CFTC and not 

from FERC and so I forget to welcome you as a sister agency 

here.  But, also, before the conversation continued, I 

thought I'd clarify that those initials weren't some other 

division here in the FERC.  Excuse me. 

           MR. FLANDERS:  I have another question.  This 

would go to those who do storage forecasts or estimates.  To 

what extent do you take advantage of the daily posting that 

some pipelines already provide and does that help improve 

the accuracy of your model? 

           MS. FELLOWILL:  We don't use it. 

           MR. AVIOLI:  The one we have doesn't use it 

either.  We just use weather data. 

           MS. FELLOWILL:  There's inconsistent data.  Some 

of it's nominations.  You're not sure what all it is, so 

that's why we just don't use it. 

           MR. HARVEY:  If it were reported more 

consistently, would it be more useful?  Would it be more 

tempting to use? 

           MS. FELLOWILL:  If there was a large enough 

sample, and it was reported consistently and I knew that it 

was not just a nomination but actual data, you bet.  Yes. 

           MR. GELBER:  We've looked at using specific 

storage information from various website posting and really 

the biggest problem we've run into is there's an aggregation 

problem.  It takes an awful lot of time to go to all these 

different companies and get the information that's not 

uniform.  It's very hard to assimilate it into some kind of 

uniformed model for us.  So we appreciate and we applaud and 

we hope we move towards something that's more like the 

current storage information, which is fairly readily 

available and is easy to assimilate. 

           I feel like, if a firm of our size, if we have to 

revert back to trying to get the data from each site as 

we've tried to do before and found it to be unwieldy, it 

would put us at a disadvantage. 

           MR. HARVEY:  Is the problem, and I presume you're 

referring to like pipeline bulletin board, various sources 

of operational information, is the problem the number of 

sites or is the problem the uniformity of the presentation 

of the information or both? 

           MR. GELBER:  It's both.  It would take us 

additional manpower to go to each site with our current 

access to that information.  And then, when you get to each 

site, it takes at least a trained individual to figure out 

what you're looking at because each site is different, not 

only to navigate through, but also the presentation of the 

information is very different.  So, along those lines of the 

conversation today, it would seem extremely beneficial for 

us to have the data uniform or, alternatively, available 

through some kind of omnibus conduit or manifold where it's 

somehow assimilated so it's easy to get to and easier to put 

into our systems, much like we do the EIA information today. 

           MR. HARVEY:  Any other observations about that? 

           MR. LUKENS:  Well, I think what you just heard 

kind of reinforces what I said, which is that we've looked 

at the data that is available on pipeline websites and 

empirically, does that help us produce better forecast and 

the answer is, generally, no.  Is the cost benefit ratio 

there for us to do that and I think what you're hearing is, 

generally, no.  So one question, I don't have a firm opinion 

on it, but I think it needs to be thought through is, how 

does the market process all this information?  I mean, 

ultimately, what we're trying to get to, I think, is an 

efficient market in natural gas, the commodity, and not 

truly understanding the ins and outs of storage.   

           And the buyers and sellers who control storage 

inventory positions, presumably, incorporate that 

information in their bids and ask on trading and it's not a 

one‑to‑one this number caused this, but somehow that 

information does get in the market.   

           If we create more information for the market, is 

the motivation there for the market to explicitly assimilate 

it and then incorporate that in their price formation 

process?  Or is most of the effect already there through the 

interaction of buyers and sellers? 

           As I said before, I mean, that's the beauty of a 

market economy that the information gets in the prices 

through the invisible hand or whatever you want to call it. 

           MR. GELBER:  I'd just like to add one small point 

which may be hasn't been said and it was earlier in the day 

that Elizabeth Campbell put up on the screen for us sort of 

what the storage curve looks like and one of the things that 

is remarkable about it is it's incredibly consistent.  The 

storage fields fill at a very consistent rate.   

           The slope deviates very little, no matter how you 

slice it and dice it, and they draw at a very consistent 

rate, which makes, actually, forecasting in the gas market 

one of the easier things to forecast, which has a huge 

impact on price, which is extremely hard to forecast.   

           So what I'm hoping that we're moving towards is 

something sort of ‑‑ if you look at each individual storage 

operator's website and you try to contemplate getting all 

that stuff and trying to get it into one format, that's 

really cumbersome and you compare that to what the EIA does 

today, which is actually fairly simplistic, then really I 

think we're aspiring towards something which takes all that 

information and makes it as simple as what we're getting 

today, only do it more frequently.   

           Because if you look at the essence of filling up 

storage and drawing it, it's extremely consistent.  It's one 

of the few things you have to hang your hat on in this 

business and, yes, the deviations important, but that's just 

sort of fine tuning it.   

           So I want to at least caution that we avoid 

making something which is relatively simple and 

straightforward today into something really complicated and 

unwieldy, which would seem like we would get towards if you 

asked me to have my staff go to 25 or 30 websites everyday 

to get information that I'm no longer going to get in a 

simple form because it seems contrary to general, overall 

effort we're trying to bring forward. 

           MR.HARVEY:  Let me ask you sort of the analytic 

question then.   

           In effect, the storage is a sort of proxy for 

short‑term balance of supply and demand.  How good is the 

information available on, say, production or supply kinds of 

issues and is, in fact, some of the attention on storage 

because it's fairly lagged and not necessarily very 

accessible?  For anyone. 

           MR. GELBER:  I mentioned that in my words briefly 

and I asked the same question.   

           I think that the gas market needs more 

information.  I think it's surprisingly sparse with its 

available information.  And I think production in particular 

is in need of greater reporting capabilities and it's sort 

of a shock to me when I go through and try to put together 

our annual forecast how really little data we can get our 

hands on.   

           Even though we're in Houston and we know 

everybody, it's still hard to get good information, 

especially in today's market where it seems like we've built 

a bunch of generators but don't seem to have the gas to 

supply them that supply information is becoming critical,  

and the LNG that's suppose to balance the market.   

           It would be nice to know more about that and the 

development of that and there's other information as well 

that I think storage has been a good maybe tip of the 

iceberg, a good place to start, because it is such a 

critical piece of information and it does indeed give us a 

very good reflection of the short‑term balance between 

supply and demand.   

           But there are a number of things that I'm happy 

to talk about at length that would be equally as easy to get 

that would benefit from more frequent reporting. 

           MS. FELLOWILL:  I was talking to Anne at lunch 

and she said that the EIA daily is going to go to 60‑day lag 

on natural gas demand, which is great.  It's been a 90‑day 

lag.  It's been pretty abysmal data and I know on the 

export/import data there's a tremendous lag on that.  So the 

other data that we have is pretty poor and production is 

particularly bad.   

           I mean we have to pull together individual 

company reports and, even then you don't necessarily get 100 

percent of the data because there's acquisitions and 

dispositions and trying to break it out is so, so difficult.  

So production data is a big hole in trying to get that 

information. 

           MR. HARVEY:  Any comments from those of us with 

producer experience? 

           MR. AVIOLI:  I guess the only production data we 

have available is our own and we can only assume that we're 

similar to the other similarly situated producers as far as 

similar in regions and stuff and, generally, we see that 

trend. 

           MR. MARZ:  Likewise, the only production 

information we have is our own and I think it's very well‑ 

guarded, actually, internally even. 

           MR. HARVEY:  Is it fair to say, looking at the 

differential right now between the summer and the winter and 

current storage levels would certainly suggest that there's 

some anxiety, I think.  I mean, interpreting the markets, 

but there's some anxiety about the production level of raw 

and its adequacy going through certain kinds of expectations 

in the winter.  There ways of ‑‑ I guess I'm trying to think 

a little outside the box and say maybe the problem isn't 

storage, maybe the problem is sort of other sources of data 

and are there ways of dealing with it in different ways? 

           MR. GELBER:  I think there are several problems 

that, I guess, as you've chosen to say.  There are several 

problems at hand here.  In the agenda for today, you talked 

about many reasons why you might want to issue storage more 

regularly.  It wasn't simply the problem regarding 

volatility.  It was simply the problem regarding price 

transparency.  There was many things and, honestly, I think 

one of the more important things which would drive you 

towards daily releasing of the data is the issue of misuse 

of data because that's truly kind of throwback in the gas 

market is something we're just now are starting to get over 

and we're desperately trying to get over it. 

           But other types of information would be very 

useful and storage ‑‑ you know, if you were to ask to list 

the top four things in the gas market that impacts price and 

can be well‑known to create transparency, storage would 

probably well be top on the list.  It's that important.  As 

I said before, it's a warehouse market.  That's why it has 

certain phenomenas that are clear to me for the gas market.  

But other information would be extremely useful, which I 

think would bring us forward to a more mature market.   And, 

once you create market maturity, then you'll have a market 

that functions much more like the bond market, which has 

volatility of not 60 or 70 percent.  You'll have a market 

maybe with volatility and maturity that might closer to what 

the S&P market is or the bond market or the foreign exchange 

market, more like 20 percent or 16 percent and maybe that's 

the overall goal, maybe it's not, but more information would 

be better and I think the technology can make it happen. 

           John, I asked earlier and I'd ask you again, why 

not give us the commitment of trader's report every day?  

Why not give us more information about that report every day 

to create additional transparency? 

           MR. FENTON:  I think somewhat the same position 

as we've talked about today, which is making sure the data 

is accurate, which is very, obviously, the most important 

thing that when it goes out there that we're sure it's 

accurate.  And so it take time to describe it, and resources 

as well.   It's, to a great extent, it's a resource issue. 

           MS. FELLOWILL:  We keep talking about natural gas 

volatility in terms of storage, but I think we forget that 

it's an extremely tight market compared to three years ago 

when gas volatility was 10 percent, where it is now 25 

percent.  Way down from the highs of 90 percent, but still 

it is a much tighter market and changing gas storage 

reporting to a daily basis is not going to change that.  We 

need more supply and we need less demand and that's really 

will what ultimately, I think, help volatility. 

           MR. HARVEY:  But I guess I would suggest that 

that's exactly the right context and some of the 

disadvantages for a market that's as lacking in 

transparency, in general, as this market is become to come 

to the fore in terms of confidence and some of the issues we 

heard a little bit this morning.  And so, looking for 

affordable ways of improving the information and having 

debates like this about that seem to me to be pretty 

important right now, given the overall level. 

           MS. FELLOWILL:  I think if you can do a seamless 

transition where people can predict what's going to happen 

on a day‑to‑day basis, then answer is an easy yes.  But, 

when you've got gas prices at $6 and a 10 percent move in 

volatility of gas at $6 versus a 10 percent move in gas 

volatility at $2, it's very meaningful to the bottom line of 

a consumer that maybe this isn't the best time to take a 

look at it. 

           MR. HARVEY:  Except that, again, I think a lot of 

the institutions were developed in a world where a higher 

volatility on a percentage basis, but a much lower base 

price where it simply didn't matter as much.  It does matter 

now and, if we've not built the market infrastructure to 

deal with the fact that it matters more now, that becomes a 

problem as well, I guess.  I mean, I'm not use ‑‑ I 

understand not changing things just to change things.  But, 

I guess, the question is, can we, in fact, deliver 

sufficient transparency, sufficient information about the 

market to develop the confidence so that people can rely on 

it going forward during a time when confidence in the market 

signals are important.  It's important at $5, $6 gas to 

believe that that's real and that's not a matter of 

manipulation or something evil going on underneath.  If 

that's really true, and if that's really a signal, we need 

to be basing our decision‑making on. 

           MR. LUKENS:  One perspective, though, is, as far 

as bang for the buck, the weekly storage report is more 

data, more often than we get on production.  I mean, there's 

a consulting firm out there that scraps pipeline website 

data and will estimate production based on flows, but that's 

a monthly report and it's available several days into the 

following month.  Consumption data, FERC puts out a report 

and there's all sorts of issues with that.  So there are 

other places where, if the goal is to create timely 

information for the market, going from weekly to daily, in 

my estimation, may not give us the biggest bang for the buck 

in trying to look at some of things around LNG imports and 

other things that have been mentioned here today, which the 

Commission may touch through its jurisdictional reach, that 

might help more. 

           MR. PINKSTON:  I have maybe a final question for 

the modelers.  On coverage, what kind of coverage would we 

need to make this meaningful, assuming we did go to daily 

reporting and the accuracy was good, what percentage of the 

company's reporting to the EIA would be meaningful if we 

could have daily reporting? 

           MR. LUKENS:  I think that's a sampling issue.  

That without having access to the data, it's difficult to 

venture a guess on that.  I was interested to see the EIA 

report where they placed a different weight on those 

respondents that they view as being representative of the 

market and then they've got other data, presumably, you like 

to concentrate your observations on those that are deemed 

representative of the market.  I don't know which companies 

those are and I don't know how that match would overlay with 

some of the jurisdictional screens or otherwise that may 

influence what you all can do.  So it's an empirical 

question and I don't have the data. 

           MS. FELLOWILL:  Since there are so many regional 

variations on weather, I'd say you have to have 100 percent 

of the data.  Otherwise, you're not going capture the full 

market. 

           MR. HEDERMAN:  Yes.  Bob? 

           MR. LEVIN:  I'm not a modeler, but on that item, 

I mean, I defer to the comments that were just made since ‑‑ 

 I mean, there are certain sort of entities and they may not 

be as  plentiful now, but probably could be non‑ 

jurisdictional.  I mean, there are some parties that might 

just open up storage to be in the storage business to 

arbitrize differences in time, which I think is a very 

positive thing.  I suspect they will be wholly non‑ 

jurisdictional and I'm not sure how you collect that and 

that sounds like a very relevant bit of information.  Should 

you choose to go to this more frequent reporting, then you 

really need to be very clear in what is released, what's 

included there and you'll probably have the weekly number 

and there may be more included there and there may not be 

any harm from that. 

           I was going to make another comment, if I may, 

which I may switch back.  And it is only because I'm trying 

to interpret from some of the things that are actually 

coming from that that's part of the semi‑circle over there 

be the concern.  I do think anything that would reinforce, 

both in the regulators eyes and the public eyes, that most 

of what ‑‑ virtually, all of what goes on in the natural gas 

market is good, clean competition.  That would be 

beneficial.  I do think that there's a view that ‑‑ I mean, 

when we say.  It was stated through a comment that the lack 

of transparency, and, certainly, everybody's entitled to 

viewing it, but it seems to me the natural gas market has a 

tremendous amount of transparency.  I mean, you have not 

only prices that are in a publicly‑regulated market that go 

out for years.  You get price reporting that reinforces each 

other.  In fact, I think much of your combined investigation 

with the CFDC, really brought to light how accurate that was 

and it brought improvements.  And I think anyone looking at 

it objectively has seen ‑‑ in fact, I'll tell you, as 

someone that relies on that information commercially, the 

use of our products that depend directly on price reported 

information has continued to grow dramatically.  I don't 

know any better endorsement by the public at‑large.  It's 

not all coming from one or two participants that are doing 

deals with each other.  It is absolutely a great endorsement 

of those sort of indices and you have price transparency 

there.  You have, in some ways, competitors in NYMEX that 

also have mediums.  They have prices that are out there that 

they make available to people.  You've got regional 

reporting.  That's the best available information you're 

going to get.  This other stuff is all to have insight and 

maybe how the price information could improve.  Did we miss 

something?  That's what the storage is.  Right?  And 

production, it would only improve that, but we've got lots 

of price information and there's no shortage of that and 

it's very valuable.  Right now, it's talking about expensive 

gas and we should interpret that signal to mean exactly what 

it says and it helps to get more frequent reporting of some 

level of storage to reinforce that, then so be it if that's 

really part of what the calculus is here.  But I don't think 

it's going to result in one shred less volatility.  Natural 

gas is a volatile market.  There's a lot of reasons it's 

volatile, including one of its biggest users, the 

electricity industry, and it doesn't always know how much 

it's going to use and that daily volatility ‑‑ I mean, the 

growth of the next day market in natural gas over the last 

10 years, last 5 years reflects a change in focus.  That's a 

very volatile arena and it effects, overall, the rest of the 

market and you can't ignore it.  It's not a bad thing.  You 

still oversee a remarkable market here and I hope everybody 

still remembers that it is quite pleased and proud of it 

because really I still think it's the standout market 

internationally.  I've said that before at FERC, but the 

U.S. and the North America natural gas market all that it 

offers and given how volatile it is, is a tremendous 

competitive market accomplishment and that's why the 

incidents, as few as they are, where maybe it fell short of 

that stand out, but it's good to go after that.  Thanks. 

           MR. GELBER:  I just wanted to make two points.  

First, primarily, to address Bob.  I think you're right on 

the money there.  I think gas has been a remarkable success 

story and still continues to be and it is perfectly well‑ 

transparent, maybe we can do a couple of things better to 

make it more transparent and more mature.  And, 

specifically, Tom talked about what's the proper sampling 

that you need.  I don't know the answer to that, but Kent, 

who works for me, who's a financial engineer, may be able to 

get you closer to that.  But what seems to be the right 

place to begin is 3.2 tcf we currently have as a sampling 

point.  The market is quite comfortable with 3.2 tcf, 

wherever that comes from.  If you can get that on a daily 

basis, that would be great. 

           Also, I think one of the things the market is 

telling us today, particularly, with the activities of the 

front to back spread, which are so wide right now, that the 

market needs more gas, more storage capacity.  I think that 

as we see that 3.2 number of the next three years go to 3.3, 

3.4 or so that that will give you the opportunity to take 

the 3.2 up to the next level because those fields will be 

modern and available and probably buy into what you're 

trying to create here today. 

           MR. HEDERMAN:  Any other questions? 

           Lee? 

           MR. CHOO:  One of the major factors that 

precipitated this conference is kind of potential lack of 

reduction in confidence due to improper use or improper 

sharing of this information.  If you keep the current model, 

is the problem fixed?  Are we going to rely just on self‑ 

reporting of these incidents to correct the situation as 

they happen?  Is that enough to restore confidence in the 

system? 

           I'd like any and all of you to address this 

question. 

           MR. GELBER:  Wow!  That was a good question.  I 

don't think what we're talking about today is even close to 

being enough to restoring confidence.  It's just one little 

piece.  I mean, I'm not sure what confidence you're talking 

about, but I guess what I think you're talking about 

confidence will be restored in some regards through the 

litigation process.  There are, I'm sure, several people who 

we can all name, as the process plays out will help restore 

confidence if certain things take place.  I think that 

includes executives.  It includes traders.  It includes the 

indexes and the effort Steve and William, you've made in the 

index area.  I think that's been remarkable, actually, very 

well done.  That went a long way.  Those types of things, I 

think, are critical.  I don't think storage, in and of 

itself, most people who are creating a vision as to I'm 

confident, I'm not confident, give really two hoots about 

gas and storage, except to the fact that their bill may be 

higher.  Then they'll care.  But, as far as whether it's 

daily or weekly, I think most people who are creating that 

public image don't even think about gas and storage unless 

it shows up in the USA Today. 

           MR. LEVIN:  I think you've gone a long way to 

restoring confidence.  I mean, I'm unaware if there's some 

public opinion polls of the general public with regard to 

their perceptions of the natural gas industry.  And, since 

I'm not familiar with them, then I'm out of line with that, 

I apologize.  But, to me, we've seen changes in the 

marketplace and I think we can't ignore, as I say, open 

interest in contracts that use the very instruments, which 

weren't at the heart of that concern, but are the nature.  

They were based on price indices and reported indices and it 

continues to grow and what can be a bigger endorsement of 

that. 

           I mean, it's the best we ever have.  The best way 

for NYMEX to evaluate its performance as a marketplace is to 

see, well, are we getting more participants?  Are we getting 

greater use of our instruments?  Because there are choices, 

all the way to not using anything at all, and we happen, I 

happen to be in an industry ‑‑ I'm not saying energy isn't 

like this, but I assure you the commodity industry is an 

industry where, if someone is upset about anything, they let 

you know about it very quickly, frequently and often and 

they continue to.  The use of a product is by far the best 

statement.  I didn't come today to give those figures.  I'd 

be glad to send them along.  It is publicly reported, open 

interest and all the cash settlement NYMEX contracts and it 

continues to grow a lot.  We've had greater and greater uses 

of those products.  In the last couple weeks, we've had 

record use of those products.  So I wouldn't ignore that.  

That sounds like a pretty good endorsement. 

           MR. CHOO:  I would like to be more specific.  I 

was not addressing the price index questions, but rather in 

the context of the misuse of storage information or improper 

sharing.  I get the sense that most people here are saying 

everything is fine.  Those incidents are not important.  We 

don't need to do anything to process to improve the process.  

Self‑reporting of wrongdoing will take care of itself.  Is 

that true?  What's your opinion on that? 

           MR. HEDERMAN:  Somebody want to take a stab? 

           MS. FELLOWILL:  I guess I look at it that there's 

just probably a handful of companies who control enough 

storage to meaningfully move the market.  Now I know you had 

incidents of people sharing data and amassing data, but I 

guess I don't have a complete distrust of the market.  I 

assume that there is some increased FERC oversight at this 

point, and so, while I'm not Pollyanna enough to believe 

that it's all perfect.  I don't think there is significant 

market manipulation at this point. 

           MR. MARZ:  I think the additional oversight in 

terms of the disposition of that information is one way to 

make sure it doesn't occur again.  The other one, and 

staying within the same framework, would be require 

everybody to post the information as they provide it to the 

EIA.  And, again, you have to remember ‑‑ I think we heard 

this morning from the folks at the EIA that they don't get 

all the information on Monday afternoon at close at 

business.  You'd have the information kind of coming out, 

potentially, dribbling out. 

           MR. AVIOLI:  I think the few parties that did get 

caught sharing information internally we never heard any 

stories that they made a ton of money off of it.  We just 

heard that they were sharing the information, so I don't 

know that sharing the information actually did benefit them.  

But I can tell you, again, as a company that operates 

storage and is a producer and as someone who tries to market 

gas and predict price, when we heard that companies were 

prosecuted that keyed in a tremendous amount of internal 

interest to make sure that we were above board and we had no 

issues.  And, when we discussed this within NGSA, we heard 

the same comments from our member groups that we want to 

make sure that the data that is suppose to be confidential 

within the company is confidential. 

           MR. HEDERMAN:  Thank you and thank you for your 

attention. 

           Were we going to ask for open remarks?  I see 

microphones over to the side.  Is there anybody in the 

audience that had a comment to make? 

           (No response.) 

           MR. HEDERMAN:  Well, I think that we've had some 

suggestions here today that might take us in different 

directions than we were originally headed and we appreciate 

getting those insights and suggestions and we'll be 

following up on that and I do hope that we do get those two 

reports that we mentioned. 

           Anyone else have any comments? 

           (No response.) 

           MR. HEDERMAN:  Thank you. 

           (Whereupon, at 3:55 p.m., Tuesday, September 28, 

2004, the above‑entitled matter was adjourned.) 




