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Mr. David [, Walker

Comptroller General

Governmer . Accountability Office (GAO)

441 G Streti, NW, Room 7125

Washington, DC 20548 )

VIA FACSIMILE (202) 512-7919

RE: The tr:.ling of petroleum futurcs on the New York Merc:mtile Exchange (INYMEX)
and the Co.1modity Futures Trading Commission

Dear Comy roller General Walker:

I am writir i to express concern over the trading of petrolew futures on the New York
Mercantile ixchange (NYMEX), specifically heating oil anc. gasoline futures contracts.

' The responsibility of the Commodity Futures Trading Comuiission (CFTC) is to protect

the public fom fraud, manipulation and abusive practices related to the sale of
commodit,, futures. Therefore, I am requesting that the Gengral Accountability Office
(GAO) inv :stigate the CFTC and its role in the trading of pe troleum commodities on the

NYMEX.

Two major fuel companies in my Congressional District have contacted me with their
extreme ccricern for this issue over the past year. In addition, the Independent
Connectic! | Petroleum Association (ICPA), to which both are members, recently yoted
uparimous |y to support an effort to.investigate this issue. T¢ past two years have seen -
increasing volatility in the daily price changes in heating oil and gasoline contracts with
daily volat fity reaching (8) or even (10) cents per gallon. Tiis has put a huge strain on
wholesalets and end users in Connecticut and all over New #ngland. The constant price
changes drive the wholesale markets for products as well as the charges lo consumer

retail. :

It is impor ant to mention that on March 15, 2005 the NYM 3X released a rcport of _iT;s ‘
review of 'whether hedge funds have magnified or in any way exacerbated the volatility of
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the marke tplace, which effect, prices Americans pay for pe‘roleum products. While the
NYMEX toesn’t believe that hedge fund operators create @ negative impact, there is still
a legitim: te concern that these markets have been the objects of the influence of fund
operators. whose interests lie outside of general consumers. An investigation that is
independ:nt of the NYMEX and the industry is truly necessary in order to determine all
the facts 1n how and why beating oil and gasoline futures I'ave seen such increased

volatility zver the past two years.

One of th : direct cffects of the volatility of the heating oil znd petroleum commodities
has been ‘Jic price for consumers. Congress annually apprcpriates $1.8 billion in funds
for Low 1 1come Energy Assistance and billions more to purchase petroleum products for
various oj)zrational needs of all its departments and agencics. Therefore, Congress has an
obligatior to make sure that there is accountability for the rastic price increases of
heating oil and petroleum over the past two years.

Again, I ara requesting that the GAO investigate the Comm:odities Futures Trading
Commiss .on on all matters related to the trading of petroleum related products on the
New Yorl: Mercantile Exchange. Consumers deserve mors: than just an industry
investigation of this issue and Congress has an obligation ti be accountable for the
money it ippropriates to buy fuel and the money appropriated for Low Income Energy
Assistanc:. If you have any questions or need further information please feel free to
contact s or my Chief of Staff, Elliot Ginsberg, at (860) 78-8888.

Sincerely,

JOHN B. LARSON
Member of Congress

cC:

Ms. Glorii L. Jarmon

Director, Office of Congressional Affairs
Governm :at Accountability Office

441 G Strzet, NW, Room 7125
Washingtmn, DC 20548
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