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CONSULTATION QUESTIONS  
 
Chapter 1. Indices and Benchmarks: What they are, who produces them and for 
which purposes  
 
(1)  Which benchmarks does your organisation produce or contribute data to?  
  
 Platts is an independent information and services provider. It was founded in 1909 and is a 

leading global provider of energy, petrochemical and metals information and a premier 
source of benchmark price assessments for the physical commodity markets. Platts has long 
advocated greater information transparency in oil and other energy commodity markets and 
has pioneered highly innovative methods of price discovery in such markets.  
 

 Platts provides the energy industry with business-critical market news and data, benchmark 
price assessments, insightful newsletters, and leading conferences. Platts publishes prices 
across a broad range of commodities each day – including a number of widely recognized 
benchmark price assessments – to bring greater transparency and efficiency to markets via 
market-reflective price information. Platts also provides intraday indicators and 700 short- 
and long-term forward curves from actual transactions and modeled values. In addition, 
Platts provides fundamental market data, such as storage, operational capacity and 
inventory to aid trading strategy and allow analysts to look at supply and demand trends. 

 
 A number of Platts price assessments have achieved benchmark status over the years, 

although our primary purpose in launching a new assessment is to first illuminate market 
value in places where buyers and sellers come together to transact a physical commodity. 
This can be a very specific location, such as a trading point on a natural gas pipeline system, 
or something broader and regional in nature, such as crude oil in the North Sea. The 
marketplace itself determines whether a price has just limited value to those actively trading 
the commodity, or much wider value to a larger and more varied constituency. Strong 
benchmarks, whereby a price can be the reference and the base against which a host of 
related commodities are valued, exhibit a number of typical characteristics: a high degree of 
transparency; a well-articulated and public methodology; a well-defined set of attributes or 
specifications against which related commodities can be evaluated; adherence to 
international norms of trading; a tendency to lead to chain formation with a high degree of 
circulation of a standard volume of the commodity; ability to lead to development of a forward 
market; and, most importantly, broad market acceptance. 

 
(2)  Which benchmarks does your organization use? What do you use each of these 

benchmarks for? Has your organization adopted different benchmarks recently and if 
so why?  

 
Platts generates its own proprietary price assessments and indices but it uses as inputs both 
information gathered from trading activity in the marketplace as well as publicly available data 
such as futures settlements as well as its time-based measurements of futures price data. 
The data used includes ICE, CME and LME settlements as well as analysis and 
measurements of real-time bids, offers and transactional data concurrent with Platts closing 
times for its various assessment processes. Futures data reviewed at Platts closing times are 
used as the needed link for spot transactions that contain a futures component. Platts has 
adapted to market changes and, for instance, is using less WTI crude oil inputs in its 
assessment processes, reflecting industry practice. Platts also stopped using price 
information derived from APPI —Asia Pacific Price Index—a competitor’s panel type 
benchmark system. We found that the market was switching away from the index and was 
considering other instruments, such as Brent, as being more market reflective.  
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(3)  Have you recently launched a new benchmark or discontinued existing ones?  
 

Companies do not as a rule “launch benchmarks” for the physical or derivative markets. A 
benchmark is the result of market adoption of a price reference that has been created. Such 
adoption is typically a function of market need, suitability of the reference being provided to 
the market, and trust in the published data, which is in turn a function of price transparency 
and the presence of the right characteristics as noted in the response to Question 1. Platts as 
a matter of course regularly launches new price assessments where it determines there is a 
market need, and these often have the potential to emerge as benchmarks through free 
market adoption. Platts also discontinues assessments when it is clear that a price is no 
longer serving a market purpose, such as when trading activity greatly diminishes or 
disappears due to changes in a marketplace. Adoption of a benchmark is often measured in 
years. For instance, Platts and other publishers launched iron ore assessments more than 
five years ago in response to market need and it took several years for the market eventually 
to settle on a market standard for physical deals. Platts has also discontinued numerous 
streams of data and assessments, but they would not qualify as benchmarks. As part of 
Platts’ processes, any price assessments that are discontinued are subject to a period of 
comment and review, sometimes lasting up to a year. Moreover, any substantive changes to 
a broad benchmark would be subject to an extensive period of review and analysis. This 
lengthy process is to ensure that changes to a benchmark are exposed to full stakeholder 
consultation or that price assessments that no longer have market relevance are retired 
appropriately, with minimal chances of market disruption.  

 
(4) How many contracts are referenced to benchmarks in your sector? Which persons or 

entities use these contracts? And for which purposes?  
  
 Platts customers span the entire energy and metals supply chains. Exploration companies, 

refiners, electric and gas utilities, integrated energy companies, mining companies, pipeline 
operators, shippers, and wholesale and industrial consumers all use information from Platts 
to make critical trading, investment and business decisions. 

  
Platts’ price information is available to its subscribers through Platts’ publications, directly as 
data feeds and also via third-party distributors such as Reuters and Bloomberg. Platts does 
not control the commercial purposes for which its price assessments are used by subscribers 
and/or other end users. Market participants use Platts’ price assessments at their own 
volition.  
 
It is important to note that Platts has no control over movements in the price of the 
commodities on which it reports, whether in the physical or derivatives markets, as those are 
determined by fundamentals of supply and demand.. Publishers of information reflect what is 
occurring in the marketplace and hence they are impacted by the physical and derivatives 
markets. The activities of market participants affect market conditions and impact price, 
which in turn affect Platts’ views of market prices. For example, if turmoil in the Middle East 
heightens anxieties in the physical oil markets, derivatives and futures will react accordingly 
to fears of supply cuts, with the publishers acting as the messenger delivering the news of 
the higher price to producers and consumers.  
 

 Platts understands that its price assessments are used by a wide range of market 
participants for a number of different purposes in the trading process, including to establish 
bilateral contract prices, as an input for data analysis, and to monitor business performance. 
Platts’ price assessments are also used by downstream customers, governments, regulators 
and analysts to assist with planning and analysis for a wide range of purposes. 

 
 Platts price information is licensed to derivatives exchanges including the InterContinental 

Exchange (ICE), the New York Mercantile Exchange (NYMEX), Singapore Mercantile 
Exchange (SIMEX), the Russian Trading System (RTS), and the Tokyo Commodity 
Exchange (TOCOM), for use as the basis for derivative contracts that are traded and/or 
cleared by the licensee. These exchanges use published benchmarks for the physical over-
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the-counter-market in the trading of futures. In oil, the NYMEX and ICE are the key futures 
exchanges.  

 
(5)  To what extent are these benchmarks used to price financial instruments? Please 

provide a list of benchmarks which are used for pricing financial instruments and if 
possible estimates of the notional value of financial instruments referenced to them.  

 
As a leading global provider of benchmark prices for physical commodities in energy, 
petrochemicals and metals, Platts price data are used extensively as the basis for financial 
instruments in those and other commodity markets. Platts prices are licensed by global 
exchanges for the purpose of clearing and settling OTC swaps and as the settlement basis 
for swap futures, options and cash-settled futures contracts that may be listed for trading 
and/or clearing through trading platforms. In addition to exchange listed and cleared 
contracts, the OTC markets trade derivatives on a bilateral basis. The volume and notional 
value associated with this bi-lateral trading is difficult to measure, as licensing and/or 
reporting of these transactions is not currently a requirement. 

 
To provide a high-level view of the size of the financial markets, The Chicago Mercantile 
Exchange (CME) currently offers a total of 483 contracts that are based on Platts’ physical 
prices assessments in US natural gas, global crude oil and refined products, global metals, 
petrochemicals, coal and freight. The IntercontinentalExchange (ICE) offers a total of 200 
Platts-based contracts in those same markets. The Tokyo Commodity Exchange (TOCOM) 
offers a cash settled crude oil futures contract that is based on Platts’ Dubai/Oman 
assessments, and Singapore Exchange (SGX) has the highest market share of all global 
exchanges in clearing iron ore contracts that are based on Platts’ TSI index. But only a 
relatively few instruments are actually active. The volume traded data is now provided by ICE 
and CME as the derivatives have been futurized. 

 
The notional value of the oil-related Platts-based contracts cleared on CME and ICE is about 
$1.4 trillion in the calendar year to date. There are of course many other index providers, 
other commodities, bilateral markets and other clearinghouses that provide a more complete 
picture, but the CME and ICE are the largest entities.  
 

(6)  How are benchmarks in your sector set? Are they based on real transactions, offered 
rates or quotes, tradable prices, panel submissions, samples? Please provide a 
description of the benchmark setting methodology.  

 
 Platts’ role in price assessment is analytical in nature based on observed transactional data 

and other market information, and governed by clear methodological guidelines. Platts 
reflects confirmed transactions, firm bids, firm offers and other market data in its assessment 
process. Platts emphasizes the high value of fully verified and transparently published 
market data of all types in its methodologies. Platts has concluded after decades of 
experience in observing and reporting on markets that transactional volume is not a steady 
or dependable metric when reviewed on its own. It is quality and integrity of data inputs — 
not the quantity — that is of primary importance to the assessment process.  

 
 Our methodologies are designed to ensure the integrity and transparency of the price 

assessment process and are freely available to the public. We believe this transparent 
approach builds trust and credibility in the markets and helps provide a fair deal to the end 
consumer. 

 
There has been a great deal of attention focused on submissions of unreliable data into index 
formation, especially following the LIBOR scandal. This has been closely linked with the 
desire to have price reporting organizations rely solely or primarily on transaction data when 
conducting price assessments. Although the use of discretion and reliance on transaction 
data are sometimes linked in these discussions, we consider it useful to separate the 
concepts. 
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 First, we focus on the use of transaction data. We take it as given that price reporting 
organizations should always utilize the most appropriate information available when 
conducting price assessments. That means that a price reporting organization should not 
disregard demonstrably sound transaction data. Indeed, as a general rule, transaction data is 
often the most useful indication of market prices. We base our Market-On-Close (MOC) 
processes in the oil markets around this proposition. We explain the MOC process in more 
detail in our response to question 15. 

 
This does not mean that price reporting organizations should be prohibited from using their 
own judgment or other sources of market information when conducting price assessments. 
There are many circumstances where transaction data may not be a reliable indicator of 
value, at least at the time of an assessment. Trade data can become stale or, for thinly-
traded products, unavailable. In these cases, other types of market information can provide a 
clear and transparent indication of market value. We do not believe it is appropriate to place 
restrictions on using data, other than transaction data, in conducting assessments. While our 
status as an independent price reporting organization makes it more likely that market 
participants will provide us with data including transaction data, which they do so on a 
completely voluntary basis, we seek a variety of data from a variety of sources in order to 
allow us to have the most robust information available.  

 
 We distinguish the use of judgment from the use of transaction data. We agree that, to the 

extent practicable, a price reporting organization’s assessment methodologies should be 
clear as to the mechanics underlying the assessment processes. Two individuals reviewing 
the same inputs and applying the same methodology should derive the same assessment 
results. However, price reporting organizations are obligated to use their discretion in various 
ways. First, they must establish sound methodologies, and develop product definitions that 
are consistent with market practices and allow for price assessments that represent true 
market value. Second, price reporting organizations must decide, on a day-to-day basis, 
whether the data they have received from contributors meets appropriate quality standards 
and is suitable in the price assessment process. Finally, before issuing any price 
assessment, the price publisher must be satisfied that it reflects market price.  

 
 It is worth noting that as many of the markets that Platts observes are at different stages in 

their evolution, so too are the methodologies that are used to assess the value of the 
commodities in those markets. Platts employs a full range of techniques, from traditional 
survey methods, where transactions are discovered via contact with market participants and 
then verified with counterparties, all the way to assessment systems where bids, offers and 
transactions are observed in real time and with full transparency. While methodologies may 
differ, all of these approaches have the common goal of having data inputs of the highest 
quality, and assessment processes governed by clear and public methodological statements. 

 
(7)  What factors do you consider to be the most important in choosing a reliable 

benchmark? Could you provide examples of benchmarks which incorporate these 
factors?  

 
Platts does not offer advice as to what the market should choose as a benchmark. Market 
participants know their exposures best, and how to handle attendant risk through benchmark-
related activity. We note that the market in its aggregate tends to adopt benchmarks that 
reflect a set of factors, which can include: 
—A broad physical base 
—Robust representation by suppliers and consumers in the price formation of the number 
—Responsiveness to changes in market conditions 
—A track record of providing pricing methods that is neutral to buyers and sellers 
—A history of a commitment to open markets, free of logistical constraints affecting buyers or 
sellers 
—Transparent price formation and a trustworthy contractual legal framework underpinning 
the contract 
—Transparent and stable set of rights and obligations to buyers and sellers 
—History of contractual performance 
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—Trust in the longevity of the benchmark provider  
—Freedom from interference external to the market in establishing and maintaining the 
benchmark 
 
There are several examples that incorporate these elements, including Dated Brent, the 
North Sea crude oil benchmark, and the Dubai crude oil benchmark serving Middle East 
exports to Asian customers. By contrast, the reference prices published for Russia’s Urals 
crude oil have not yet been adopted as a benchmark, despite its large production base, in 
part because market participants continue to debate the evidence of some of the above 
qualities. Dated Brent and Dubai have exhibited most of these qualities over the years.  

 
 
Chapter 2. Calculation of Benchmarks: Governance and Transparency.  
 
(8)  What kinds of data are used for the construction of the main indices used in your 

sector? Which benchmarks use actual data and which use a mixture of actual and 
estimated data?  

 
 Platts’ assessment processes are editorial in nature. The assessments Platts publishes are 

based on data which may be direct or indirect, sparse or ample, but are always underpinned 
by a clear methodology and analytical interpretation of available information. Platts’ 
published prices are commonly referred to as assessments out of recognition that they are 
the product of editorial judgment.  

 
 Platts always assesses by analyzing data in a specific market while also evaluating the 

conditions in the overall market. Platts also recognizes that many markets may not have daily 
liquidity but, nevertheless, that commodities have an inherent value. 

 
 As noted in our response to question (6), Platts applies a range of methodologies across the 

markets it covers and also relies on different types of data gathering and data sources. In 
some markets, the process is journalistic in nature and depends on interacting directly with 
market participants to gather transactional information and then to interrogate that data 
through cross checking. In other markets, transactional information is provided on a more 
formal basis via submission from back offices of industry participants. In the oil markets, 
market participants report bids, offers and trades for publication on a real-time basis during 
the course of the trading day. 

      
Platts’ oil assessment methodologies may give more weight to bids and offers than to 
transactions in those cases when market conditions have clearly changed from the time the 
transaction was executed. What is of greatest importance is that the transactional details — 
bids, offers and deals — are fully transparent, available to the marketplace at large and are 
“firm” — that is to say the market participant is committed to acting on its stated intention to 
buy or sell. This is called performance, and Platts employs strict guidelines to assure that 
market participants stand behind their stated bids and offers if interest is reported in them by 
other market participants.  

 
 By giving market participants the ability to demonstrate the value of any commodity by 

reporting bids and offers for publication in real-time, Platts allows market participants 
themselves to prove the value of the commodities that it assesses.  

 
 Platts has editorial protocols that filter out bids, offers or trade data that could result in price 

obscurity or anomalous market behaviour. Such guidelines define how and when bids and 
offers can be incrementally changed and allow evaluation of whether bids/offers are typical 
and repeatable market values. 

 
 Platts’ Market-on-Close (MOC) methodology for assessing oil markets is designed to work 

equally well in highly liquid markets and illiquid markets. Platts believes that having more 
rather than less market data is generally positive, and Platts’ assessment methods have the 
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benefit of tending to concentrate data liquidity into well-established time frames that typically 
come at the close of the trading day. 

 
(9) Do you consider that indices that do not use actual data have particular informational 

or other advantages over indices based on actual data?  
 

Liquidity in commodity markets is not a constant, and will rise and fall depending on many 
factors. The most robust price assessment techniques are data driven and are underpinned 
by facts rather than estimates or opinions about hypothetical market information. Robust 
assessment systems are also built to perform well at times when little or no firm market data 
is available. Platts sees the greatest value in reference prices that are able to reflect market 
value equally well during times of high or low liquidity. 
 
Physical commodity markets have little in common with exchange-traded markets, where 
volumes are often high, liquidity can be deep, bid/offer spreads are tight, participation is 
broad, products are fungible, trades are centrally cleared, and identifying market value is 
relatively straight-forward. In physical commodities trading, products subject to price 
assessments have diverse attributes, are non-standardized and require detailed 
specifications. The quality and representative nature of data inputs is of greatest importance 
in determining a price assessment that is representative of true market value, not the 
quantity. In some instances, Platts has a ready source of transactional data, including bids, 
offers and concluded deals. Often, price reporting organizations including Platts must rely on 
observations of other types of information in order to derive assessments.  

  
(10) What do you consider are the advantages and disadvantages of using a mixture of 

actual transaction data and other data in a tiered approach?  
 

Considering the varying liquidity of transactional data in the physical commodity markets, it is 
essential that a price assessor have access to the totality of available information and to be 
able to employ that data in full alignment with a stated public methodology. Platts uses 
transparent, factual and verifiable data in its assessments and bids and offers often count as 
importantly as concluded transactions in Platts’ oil assessments, for example. The 
commentaries that accompany Platts’ assessments typically provide narrative detail as to 
how data — bids, offers, concluded transactions and other market information — are 
considered in determining an end-of-day assessment. 
 

(11)  What do you consider are the costs and benefits of using actual transactions data for 
benchmarks in your sector? Please provide examples and estimates.  

 
 Platts believes that transaction data forms an important part of the entire set of data that is 

useful in the analytical process required to produce reference data like assessments. As 
noted in questions (9) and (10), it is critical that the approach to establishing a price 
assessment should perform equally well during periods of ample or minimal liquidity. The 
value of transaction data observed in isolation from bids, offers and other market data is 
limited.  

 
(12)  What specific transparency and governance arrangements are necessary to ensure 

the integrity of benchmarks?  
 
  For Platts, integrity of pricing does not just refer to the process used to observe transactions 

for purposes of determining price assessments, but also systems designed to deliver the 
right result from a foundation of reliable data and well-structured methodologies. 
 
Transparency – or the maximum possible visibility for all interested parties into the details of 
transactional data used to create a price reference – plays a crucial role in the integrity of 
benchmarks by helping to ensure that the published reference value is well understood by 
all. Platts strives to make the process by which it arrives at published prices as transparent 
as possible. In the oil markets, Platts discloses the names of market participants, on the 
principle that if a purchase or sale of a commodity has an impact on price, the market should 
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be given transparency around who has bought or sold the commodity, at  what price, when, 
for what volume, on what terms and conditions, and other relevant facts. Platts publishes 
comprehensive market-reporting methodologies, regularly updated, on its website at 
platts.com.  
 
Platts employs real-time information systems in the interest of transparency. As transactions 
occur moment by moment, teams of market editors publish in real time the bids, offers and 
transactions reported to us, and publish that information for review by all interested parties. 
The effect is to create a virtual community in which all participants are visible to one another, 
and any potentially anomalous behaviour becomes readily apparent and promptly corrected. 
 
From a controls standpoint, Platts has adopted a three-tier risk governance framework, often 
described as the three lines of defence model, which distinguishes between the 
management, control, and assurance of risk and compliance management.  
 
As an element of the first line of defence, Platts has created a Markets and Assessments 
Quality Group function that is charged with monitoring day-to-day control activities and 
performing periodic testing to ensure editorial practices, systems and pricing standards that 
are undertaken by separate editorial departments, are operating in accordance with our 
published specifications. This group is also responsible to ensure our systems are dynamic 
and responsive to customer and market needs. The group is designed to advise and 
enhance the quality of a range of operational activities including those related to production, 
editorial operations and data integrity. 
 
The Platts Markets and Assessments Quality Group is intended to work closely with our 
Quality, Risk and Compliance Group to provide the necessary assurances that Platts is 
operating in accordance with approved policies, standards and procedures. 
 
All of the above demonstrates Platts’ commitment to transparent processes, robust systems 
and controls, which manifest Platts’ commitment to the integrity of its price assessments. 

     
(13)  What are the advantages and disadvantages of imposing governance and 

transparency requirements through regulation or self-regulation? 
 
Platts strongly believes that transparent systems for assessing market prices and robust 
governance and controls are key ingredients toward building confidence in the marketplace. 
It also believes that market confidence can best be engendered under a self-regulatory 
regime. 
 
Transparency in price discovery is of paramount importance as it brings better understanding 
of the price assessment and the drivers underpinning price, particularly given the complexity 
and non-standardized nature of physical markets. Platts’ Market-on-Close methodology in oil, 
for instance, is fully disclosed to the public, as are any details surrounding the transactions, 
including bids and offers, underlying Platts’ oil price assessments.  
 
This brings transparency to the otherwise opaque world of trading in the physical oil markets 
on which Platts reports, which in turn enables market participants to engage in activities in a 
more orderly fashion and contributes to efficiencies in those markets. Market participants’ 
willingness to use a publisher’s price assessment as the basis for conducting business 
largely depends on whether the assessment is believed to yield representative market value. 
In this regard, it is essential that the publisher of the assessment be perceived as credible, 
trustworthy and impartial. 
 
Credibility is fostered when the marketplace has confidence that the price assessor has a 
strong and transparent methodology and set of governance processes, with clear 
accountability for significant management decisions. Platts understands that governance 
requirements are likely to be a key component of any oversight framework governing price 
assessments and as such has worked with fellow publishers to draft a code of conduct that 
contains a robust governance framework around the price assessment process. This 
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framework includes establishing clear roles and responsibilities among staff, senior 
management, and the control functions and ensuring appropriate resources, staffing, and 
training to conduct and oversee price assessment processes.  

 
Platts urges the regulatory community to consider the value of independence in the price 
assessment process, particularly in regard to methodology. Publishers must have full control 
over the methodology and criteria they use to determine their price assessments. Under no 
circumstances should any government authority or regulator have jurisdiction over the 
substance of that methodology or criteria. The ability to develop and evolve sound 
methodologies to serve the market’s need for price information that is truly representative of 
market value depends on expertise, experience and, most importantly, unquestioned 
independence to ensure that no bias is created in favor of any market constituency.  
 

(14) What are the advantages and disadvantages of making contributing data or estimates 
to produce benchmarks a regulated activity? Please provide your arguments.  

 
Imposition of government oversight, mandatory price reporting and other regulatory action 
runs the risk of unintended consequences. By raising the regulatory burden on data reporting 
activity, such action would likely cause a retreat from participation in price discovery 
processes in general. This would in turn reduce the amount and quality of information 
supporting benchmarks, which would be incompatible with regulatory goals and ultimately 
detrimental to the effective functioning of the physical commodity markets. Any intervention 
in price formation that leads to prices that are not reflective of market value can adversely 
impact the functioning of global commodity markets.  Please also see the response to 
Question 21 below. 

 
(15)  Who in your sector submits data for inclusion in benchmarks? What are the current 

eligibility requirements for benchmarks' contributors?  
 
 Data quality is crucial to maintaining the integrity of Platts’ various assessment processes. 

Platts’ overriding interest is to ensure the validity of the transaction information and other 
data inputs that Platts’ editors use as the basis for their price assessments. 

  
Data gathering and submissions are managed a number of ways depending on the nature of 
the market being covered, and include conversations with market participants, submission of 
completed transactions from back or mid offices of trading entities, or direct participation by 
market participants via real-time posting to the marketplace at large of bids, offers and 
transactions.  
 
In cases where data is gathered through conversations with market participants, Platts 
editors perform various verification techniques to confirm the validity of trades and to filter out 
information that could misinform or distort the perception of market value. Through this 
process, the editors are able to assess the value of their market sources over time. 
 
In cases where data is provided from back offices, as in the US natural gas market, Platts’ 
standards call for formalized reporting relationships with market participants in which data is 
submitted from a central point in the mid- or back-office. The reporting entity must certify that 
it is making a good-faith effort to report completely and accurately and will have staff 
assigned to respond to questions concerning data submittals. Platts methodologies specify 
what data to report, attributes of that data, and the means by which to submit data. 
 
In Platts’ most transparent data gathering systems, which are used in the assessment of oil 
and some petrochemicals markets, bids, offers and transactions are posted in real-time as 
part of what is referred to as Platts’ Market-on-Close (MOC) assessment process. Platts’ 
MOC is a price-discovery system designed to yield price assessments reflective of respective 
market values at the close of the trading day. Systems of similar nature are very common, 
with variants seen in the futures markets where the energy and financial exchanges publish 
daily settlement prices reflective of activity at the close of markets.  
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The MOC process is a very structured system of data gathering that allows transparent and 
fully verifiable market information to form the basis of the daily price assessment. MOC is a 
time-tested method for deriving price benchmarks that reflect market.  

 
MOC guidelines are designed to avoid distortion of the final price assessments by eliminating 
inputs such as those that are non-verifiable, by disregarding one-offs or unrepeatable 
transactions, or those that may distort the true market level of the commodity being 
assessed. For example, transactions between related entities are not considered in the 
assessment process.  

 
Platts has implemented an editorial global procedure to review entities that participate in the 
MOC assessment process prior to the point of entry and on an event-driven basis. The 
purpose of the editorial review is to promote the integrity of the assessment process. 

 
MOC participants are encouraged to inform Platts when they cannot trade with another 
participating entity due to performance, credit or legal issues. Platts may ask for supportive 
documentation to ensure the integrity of its assessment process. 

 
Checks may be carried out occasionally in which Platts may request documentation for deals 
executed during the MOC process. Such checks enable Platts to determine the actual 
performance of the participants in the trades executed and the validity of their inputs. Platts 
may request access to contract documentation, loading and inspection documents, 
nomination documentation etc to determine performance and data validity. If this is not 
forthcoming, it may raise questions about that entity’s reliability as a data source, and can 
result in Platts disregarding data from that entity in the future.  

 
Separate Counterparty Reviews are conducted for each MOC market for which an entity 
requests to participate in. So for instance if Gamma Trading Ltd is an existing MOC 
participant in the MOC process for European Gasoil Swaps and wishes to participate in the 
MOC process for European gasoil cargoes in the Mediterranean, a separate review would be 
conducted prior to participation in the MOC for gasoil cargoes in the Mediterranean. 
Alternatively, if Gamma Singapore Pte Ltd wished to participate in the European MOC 
process for gasoil swaps, a separate review would be conducted.  

 
As part of the Counterparty Review process, Platts verifies that any prospective entity 
wishing to enter an MOC segment is able to execute firm trades with the majority of other 
active entities, has a proven track record of performing against standard contractual 
obligations and has a good understanding and acceptance of the Platts MOC guidelines.  

 
Platts methodology and specification guides can be found at: 
http://www.platts.com/MethodologyAndReferencesHome. 

 
(16)  How should panels be chosen? Should safeguards be provided for the selection of 

panel members, and if so which safeguards? 
 

There is a chequered history in the use of panels, as the data output is often suspect. The 
more limited the number of participants, the greater the likelihood that the prices generated in 
the particular environment would be different than the prices generated elsewhere. 
Conversely, large panels may create a bias as they may include too many consumers or too 
many producers. The results generated from panels may well have no relation to actual 
market prices, particularly if the data and methodology employed do not stress the critical 
nature of verifiable, transparent information, processes and outcomes. 
 
Platts has seen the development of panels and various statistical measures used in an 
attempt to “correct” bias. We have seen attempts to enlarge panels, and various measures to 
remove outlying information, and few such efforts have substantially remedied the intrinsic 
inefficiencies and price distortions characteristic of panel pricing. 
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 (17)  How should surveys of data used in benchmarks be performed? What safeguards are 
necessary to ensure the representativeness and integrity of data gathered in this way?  

 
Platts has employed a variety of systems for data gathering over the years and has over time 
been centering on practices that determine the interplay of supply and demand at a specific 
time of the day. This ensures that the assessments reflect actual market forces with a 
process that is visible and actionable by any potential buyer or seller. 
 
In our opinion, and our methods attest to the core beliefs underpinning Platts oil assessment 
generation, data surveys should be transparent, timely, facilitate open communication to all 
interested market participants, and be constructed so that any bids or offers could be 
actionable by any credible market participant. A data survey needs to reflect reality in the 
marketplace. Transactions obtained from surveys must be cross checked with counterparties 
as well as with the market at large as contractual terms contain a great deal of nuance and 
detail. Review by a peer community of market participants of the assembled data is therefore 
essential and needs to be done on a real-time basis. 
 
Not all methodologies employed by Platts have evolved to the same state of transparency 
and real-time transmission of market information as achieved in the oil markets, but the basic 
objectives are the same. Achieving fully transparent systems where data is tested openly in 
the marketplace is a matter of evolution and linked to a great extent to the state of maturity in 
a given market. New markets will typically be resistant to transparency, but participants over 
time will see the benefits of greater openness in regards to data. The result is always greater 
quality and precision in the data inputs and the end-of-day assessment. 

 
(18)  What are the advantages and disadvantages of large panels? Even in the case of large 

panels could one panel member influence the benchmark?  
 

Intuitively, large panels have an appeal, but the size of a panel does not necessarily cause 
the output to reflect accurately true market value: a large panel will not change the size of the 
market itself, nor will it alter the fact that many markets are comprised of large and small 
participants by volume.  
 
Paradoxically, a large panel can often impair the quality of outcomes by creating a condition 
where many submissions can be from inactive market participants, or from entities that are 
not knowledgeable of ongoing market conditions. 

  
(19)  What would be the main advantages and disadvantages to auditing of panels? Please 

provide examples.  
 
 If a panel approach to pricing is to have any value, it must focus on the quality of data inputs 

and the strength of methodology used to analyse the data and produce a useful index. Data 
inputs that are not tested in the market or represent opinion or estimation are inherently 
unreliable. A methodology that is excessively exclusive or insufficiently inclusive will not yield 
a truly representative market value, but merely some approximation of value. An audit 
procedure will only confirm the weakness of the result.  
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(20)  Where indices rely on voluntary contributions, do you consider that there are factors 
which may discourage the making of these contributions and if so why?  

 
All of Platts price assessment activities are based on voluntary contributions from participants 
in the price discovery process. Platts offers no inducements — monetary or otherwise — to 
provide data to Platts and believes the decision by a market participant to participate in 
Platts’ price discovery should be at its own volition. While Platts believes in general that more 
data is better than less data, it also believes that the quality and transparency of the data —
bids, offers and transactions — that are factored into its price assessments are of paramount 
importance. Platts has designed its methodologies such that even in the absence of 
substantial transactional data, it is highly confident of publishing price assessments that are 
fully reflective of market value. 

 
 Platts operates in some markets where transactions that are reported to Platts can be few or 

even rare and also in markets with ample liquidity. Fundamentally, Platts applies editorial 
judgment and the data analysis process relies on normal free market economics; that is, the 
determination of the price of the marginal unit. The data gathering and interpretation 
processes therefore are focused on the highest possible buyer and the lowest possible seller 
at the close of the market, with the data gathered over the day able to provide narrative and 
understanding, but not determining the assessment outcome. This implies that if supplied 
data pointed to a low price, but at the close of the market buyers are willing to pay a higher 
price, the market value is where it is and not where it was reported. Conversely, if data were 
supplied indicating that the market price was higher but sellers at the close of market are 
offering lower, the newer data supersedes the historical data.  

 
 Platts mitigates the risks inherent in using voluntary reported transactions in making price 

assessments by monitoring and assessing both the validity and integrity of the information 
provided to it in relation to underlying trades. Platts has processes to verify that bids and 
offers have been taken through to completion. 

 
Platts believes that  imposition of unnecessary government oversight, mandatory price 
reporting and other regulatory action runs the risk of unintended consequences; namely, a 
retreat from participation in the price discovery process by market participants, thereby 
reducing market transparency, which could in turn undermine the effective functioning of the 
markets. 

 
(21) What do you consider to be the advantages and disadvantages of mandatory 

reporting of data? Please provide examples.  
 

The concept of mandatory disclosure of transactions is concerning to a publisher such as 
Platts because the quality of data inputs is key to the integrity of our price assessments. 
Having a multitude of potentially irrelevant mandated disclosures could confuse and/or 
conceal price formation rather than improve transparency, thereby making the job of price 
publishers more difficult and price assessments potentially less consistent and reliable. 
Moreover, it is difficult to see how one could appropriately define either (a) the scope of 
information which should be disclosed on a mandatory basis or (b) the recipients to whom it 
must be disclosed, and that these definitional points could be expected to give rise to 
significant practical/administrative difficulties for all involved.  Some initial questions with 
regard to Question 21 are: Who is the mandatory reporting to? To the regulator? To the index 
publisher? To both? If it’s to the regulator, is it for market monitoring purposes or for index 
formation itself? If a regulator is to take on the additional task of generating indices, does it 
have the wherewithal to meet market need for timely publication? What impact does this have 
on transparency? How does the regulator know which information is being used by the 
publisher for assessment purposes? 
 
Assuming the mandatory reporting would be to index providers, there are issues and risks 
that could arise from a mandatory reporting regime, such as: 
—  Depending on how a mandatory requirement was set, a requirement to report all 

transactions in a particular market could encourage a market participant to opt out 
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entirely from the price discovery process, thus reducing the scope of market participation 
in price formation. 

— If participating under a mandatory regime, a typical market participant would be reluctant 
to provide full information to a publisher without a confidentiality agreement in place, 
resulting in a loss of transparency under some existing methodologies where 
transparency of data is highly developed. This is particularly true for the Platts 
methodologies in global oil and petrochemicals markets, where all data (including names 
of companies, the particulars of bids, offers and transactions and much other logistical 
information essential to assessing the value of the commodity) is exposed in real time to 
the entire marketplace. 

— A regulator would likely need to provide assurances to market participants via a “safe 
harbour” policy that provision of incorrect information as a result of clerical error to a 
publisher or the regulator itself would not be punished by an enforcement action. Such a 
policy was necessitated in the early 2000s to restore confidence among market 
participants in the US natural gas market to return to participating in price formation 
following a massive retreat from engagement on pricing in the post-Enron period. 

— Identifying the kind of information that should be provided may fall short of quality 
standards to be useful in meeting the standards of a price reporting methodology. 

— Likewise, the ability to adapt methodology and price data needs in response to quickly 
changing market conditions could be hindered under a rules-based mandatory price-
reporting regime, resulting in data of insufficient quality to generate assessments 
representing true market value as markets undergo change. 

— Not all reliable methodologies require the reporting of all transactions. A high volume of 
transactional data does not necessarily lead to a price assessment that is useful to 
market participants. This is particularly true of methodologies that focus on assessing a 
closing value at the end of the market day. 

— Not all methodologies are transaction based. In many markets, one makes use of bids 
and offers as well and, in instances of low liquidity, a significant degree of qualitative 
professional judgment is applied to formulate an assessment that represents true market 
value. 

 
(22)  For entities contributing to benchmarks which are regulated by financial regulation, 

what would be the advantages and disadvantages of bringing their benchmark 
submissions under the scope of this framework?  

 
Platts’ concerns regarding the unintended consequences of regulatory oversight to the price 
submission process would remain the same as those described above.  

 
(23)  Do you consider that responsibility for making adjustments if inadequate data is 

available should rest with the contributor of the data, the index provider or the user of 
the index?  

 
The responsibility for making any adjustments to the published index naturally resides with 
the publisher of the index. The responsibility to use the index or not, or how to use it, or 
correct it in its use naturally resides with the user. 

       
As an example, Platts maintains a constant alertness to both the overall suitability of a 
methodology in the face of changing market conditions, as well as the day-to-day application 
of methodology to make sure its published assessments are representative of true market 
value. Because Platts’ methodologies are designed to provide a clear roadmap to how the 
assessment is determined and because data relevant to the assessment are often 
transparent, market participants are in a position to note any misapplication of methodology 
and to provide immediate feedback to Platts editors. If there is believed to be a flawed 
application of methodology, Platts will typically hear from the market on a near real-time 
basis and correct it as necessary. 

 
Users of Platts data then make a decision whether the assessments are suitable or whether 
they need to add or subtract additional premiums or discounts to account for quality, location 
and timing differentials among many other factors. 
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(24)  What is the formal process that you use to audit the submissions and calculations? 
 

Data quality is essential to maintaining the integrity of an assessment process. Platts’ 
overriding interest is to ensure the validity of the transactional information and other data 
inputs that editors use as the basis for their price assessments. In order to promote the 
integrity of its price assessment process, Platts rigorously monitors the data that it gathers 
over the course of the trading day and will only use in its assessments information it believes 
to be relevant and reflective of the market. The various price assessment processes as 
governed by the different methodologies are underpinned by an extensive set of editorial 
guidelines and protocols designed to filter out bids/offers/trades that could misinform or 
distort the perception of market value. As a result of these guidelines and protocols, Platts 
editors eliminate inputs that they believe may distort the true market level. The key tools 
Platts uses to achieve this are as follows: 
 
Market acceptance: Platts only recognizes data inputs from reputable companies with solid 
performance records and the demonstrated ability to handle logistics. In the oil markets, for 
instance, Platts reviews the ability of a market participant to trade with its counterparts in the 
market, with the goal of ensuring that all participants are capable of consummating the 
transactions that they commit to during the price assessment process. 
 
Verification: Platts uses various techniques to confirm the quality of data it receives, including 
cross checks with counterparties as well as requests for supporting documentation. 
 
Platts excludes data which it considers to be “out of market” or does not otherwise comply 
with its methodological criteria. For instance, Platts may exclude bids, offers or trades where 
it appears that a mistake has been made, where the transaction may be between related 
parties, or where the transaction is otherwise abnormal. If Platts determines that a participant 
in the price assessment process has wilfully breached the guidelines of a methodology, it 
may choose to exclude that party from the assessment process altogether. In this situation, 
Platts will conduct an editorial review, which will typically involve discussions with the 
participant’s management to gain assurance that Platts’ public methodology guidelines will 
be followed in the future.  
 
In terms of more formal review of data and assessment processes, and from a controls point 
of view, Platts has adopted a three-tier risk governance framework, often described as the 
three lines of defence model, which distinguishes between the management, control and 
assurance of risk and compliance management. As an element of the first line of defence, 
Platts has created a Markets and Assessments Quality Group function that is charged with 
monitoring day-to-day control activities and performing periodic testing to ensure editorial 
practices, systems and pricing standards that are undertaken by separate editorial 
departments, are operating in accordance with our published specifications. This group is 
also responsible to ensure our systems are dynamic and responsive to customer and market 
needs. The group is designed to advise and enhance the quality of a range of operational 
activities including those related to production, editorial operations and data integrity. 
 
The Platts Markets and Assessments Quality Group is intended to work closely with our 
Quality, Risk and Compliance Group to provide the necessary assurances that Platts is 
operating in accordance with approved policies, standards and procedures. 

  
(25)  If there are any weaknesses identified in the audit, who are they reported to and how 

are they addressed? Is there a follow up process in place? 
 
Platts Quality and Risk Management function has developed process and controls to support 
the integrity of data used within our price assessments. These controls are subject to regular 
review and where any weaknesses are identified; remedial action is discussed and agreed 
with the business. All issues and remedial action are reported to Platts’ Executive. Remedial 
actions are tracked through to conclusion with regular status reporting provided.    
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(26)  How often are submissions audited, internally or externally, and by what means? Do 
you consider the current audit controls are sufficient? What additional validation 
procedures would you suggest?  

 
Platts has adopted a three-tier risk governance framework. Within the first line of defence, 
Platts has created a Markets and Assessments Quality Group function that includes 
responsibility for ensuring the data integrity within our Editorial department. This function is 
charged with monitoring day-to-day control activities and performing periodic testing to 
ensure editorial practices, including the receipt and use of market data within its assessment 
process, are operating in accordance with our published specifications. Under the second tier 
of our risk governance framework, the Platts Quality and Risk Management team has 
developed semi-annual risk assessment processes that include the review of the efficiencies 
of controls. This review includes additional testing to determine adherence to processes. The 
third line of defence rests with the Internal Audit function.  

 
(27)  What are the advantages and disadvantages of a validation procedure? Please provide 

examples.  
 

The validation procedures outlined above ensure data integrity for our editors when making 
their price assessments. 
 
All our methodologies are regularly reviewed and updated to ensure they fully comply with 
market requirements. In conjunction with our three lines of defence model as described 
above, Platts operates a sound set of controls around the assessment process.   

 
(28) Who should have the responsibility for auditing contributed data, the index provider or 

an independent auditor or supervisor?  
 

The publisher of a price assessment should have sufficient expertise, both to oversee the 
accuracy of the price assessment process on a day-to-day basis, and to maintain the quality 
of benchmark price assessments over time. As previously noted, physical commodity 
markets are complex and many transactions are non-standardized and, as such, the ability to 
properly monitor data inputs is best managed by individuals with market expertise and good 
knowledge of the requirements of the methodology employed to generate an assessment or 
index. 

 
(29) What are the advantages and disadvantages of making benchmarks a regulated 

activity? Please provide your arguments.  
 
 Consistent with Platts’ role as a publisher rather than a financial entity whose price 

assessments and other content are used by market participants at their own volition, it is not 
regulated in any country. Platts supplies information to customers located throughout the 
world. Platts believes in the free flow of information and would find external regulation — 
particularly around methodology and any associated decision making —to be an intrusion on 
its rights as a publisher to convey information, opinion and data — including price 
assessments — to its customers and the marketplace.  Platts has taken a number of steps to 
enhance transparency and review and sharpen its processes as appropriate (including after 
obtaining input from market participants, regulatory bodies and policymakers.)  

 
On a number of occasions over its history, Platts has encountered proposals made in good 
faith that would have external bodies, including industry panels, performing a role in its 
editorial decision making. On closer inspection, these ideas, while well meaning, often 
founder on the question of potential conflicts of interest among the parties involved due to 
concealed biases that are not easily detected. Platts believes its independence and 
impartiality are key drivers of the value it offers the marketplace and would caution against 
any structures that would undermine that independence and potentially lead to real or 
perceived biases in favour of producers or consumers. Platts is open to suggestions from the 
regulatory community and the marketplace on how it can improve its internal governance and 
controls. 
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 Platts as a publisher of market information is in essence no different from any other publisher 

of information. Public oversight exists in that the system has natural checks and balances to 
ensure there is no defamation or distortion of facts. The composition of a publisher’s 
subscribers contains producers and consumers who are active reviewers of published output 
and are in a position to provide active input in regard to all published information, including 
price assessments and the methodologies employed to formulate price assessments. Platts 
believes in the free flow of information and believes a publisher must be free to publish its 
views in an unfettered manner in the appropriate jurisdictions.  

 
Imposition of government oversight, mandatory price reporting and other regulatory action 
runs the risk of unintended consequences; namely, a retreat from participation in price 
discovery and reduced market transparency in existing benchmarks, which would be 
detrimental to the effective functioning of energy markets. Moreover, recognition needs to be 
given to the global nature of energy markets and the fact that price benchmarks reflect a 
clash of market forces on a broad scale, where there is no special dispensation in favor of 
producers or consumers, developed or developing economies and that price is the primary 
driver of arbitrage and the needed determinant preventing surpluses or shortages. Any 
intervention in price formation that leads to prices that are not reflective of market value can 
adversely impact the functioning of global energy markets. 
 

       
Chapter 3: The Purpose and Use of Benchmarks  
 
(30) Is it possible and desirable to restrict the use of benchmarks? If so, how, and what are 

 the associated costs and benefits? Please provide estimates.  
 

Platts believes in free markets where the use of price assessments and benchmarks are best 
determined at the sole discretion of market stakeholders. Platts does not promote or endorse 
the usage of benchmarks. It is up to the market to decide whether it needs to use any 
benchmarks and also to choose which benchmarks it would use. Markets are created by the 
needs of buyers and sellers and markets also determine if there is a need for an independent 
publisher of the market value. Markets create benchmarks. The process is entirely of a free-
market nature with numerous buyers and sellers on a bilateral basis and without any 
intervention freely deciding if a benchmark is needed. Markets are also efficient in 
determining if a benchmark is not needed as one could witness from the reduced use of WTI 
in international crude oil markets. 
 
Conceivably, the use of a benchmark could be prohibited in a specific jurisdiction, but that 
seems unnecessary given the market forces at work. There are cases, mostly producer 
government led, in moves away from benchmarks, not as a legal act, but as a market 
convention.  As an example, Saudi Arabia moved away from the usage of WTI for US sales. 
Other countries followed and some did not. And again, the market decided freely on an 
individual basis. Furthermore, forceful removal of a benchmark would run squarely into 
contract law as many contracts are of long tenure and any changes must be bilateral unless 
the breaker of the standard is willing to compensate the losing party. The cost of restriction or 
forceful removal of a benchmark is impossibly large to quantify but starts with market 
disruption. The gain is not obvious as non-market actions tend to create market disruption 
and misallocation of resources. 
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(31) Should specific benchmarks be used for particular activities? By whom? Please 
provide examples.  

 
 Authorities should avoid mandating the use of specific benchmarks. In the commodities 

world, the market is a good arbiter of benchmark quality. So long as independence is 
respected, there should be no need for a governmental mandate. As long as it is clear that 
sound practices are being implemented), including in the areas of independence, integrity, 
and transparency, authorities should not force the market into using one benchmark over 
another. The market will gravitate over time toward a benchmark that is seen to adhere to 
best practices.  

 
(32) Should benchmarks developed for wholesale purposes be used in retail contracts 

such as mortgages? How should non-financial benchmarks used in financial 
contracts be controlled?  

 
While Platts is not involved in retail contracts such as mortgages, Platts’ primary objective is 
to reflect market value by closely observing market activity. It has no secondary objective of 
attempting to dampen volatility, or calming or stimulating high or low prices. Platts believes in 
free markets and free expression of comment and in being able to publish values in an 
unfettered manner and being able to inform both consumers and producers — and all 
interested parties in between — how it views the markets. 

 
 However, Platts understands that its price assessments are used by a wide range of market 

participants for a number of different purposes in the trading process, including to set 
bilateral contract prices, as an input for data analysis, and to monitor trading performance. 
Platts’ price assessments are also used by downstream customers, governments, regulators 
and analysts to assist with planning and analysis for a wide range of purposes. 

 
 Platts believes that its price assessments and other information services (as well as those 

supplied by its competitors) greatly benefit the market and consumers. The price 
assessments facilitate the widespread availability of trading information to both buyers and 
sellers of various physical commodities as well as to a wide range of other interested parties 
who may use the information to conduct their business processes and to better understand 
market conditions.  

 
(33)  Who should have the responsibility for ensuring that indices used as benchmarks are 

fit for purpose, the provider, the user (firms issuing contracts referenced to 
benchmarks), the trading venues or regulators?  

        
Platts does not control the legitimate commercial purposes for which its price assessments 
are used by subscribers and/or other end users. Market participants use Platts’ price 
assessments at their own volition. Contracts between buyers and sellers typically have 
termination clauses which have in the past been exercised when both the buyer and seller 
mutually agree that a given price is no longer reflective of market value. 
 
The market selects which price data it wants to use without any undue influence by the 
publishers. The marketplace is best positioned to determine reliability of indices or 
assessments and their use. All market participants are free to choose and there are 
numerous examples of the market making those choices. For instance, exchanges exercise 
their independence by building their own instruments or choosing instruments from the 
publishers to list and the overall market chooses what instruments suit best. As indicated 
earlier, there needs to be a match in the requirement of the buyer and seller for the reference 
or index to be used. 
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Chapter 4: Provision of Benchmarks by Private or Public Bodies  
 
(34)  Do you consider some or all indices to be public goods? Please state your reasons.  
       

We recognize the role Platts plays and the obligation to have transparent and credible 
processes. But, the indices we create are our intellectual property and reflect expertise and 
investments built over many years.  Platts’ assessments, while widely available, are not 
public goods.  Platts is a commercial organisation in business to provide publications and 
services that are used by its subscribers every day. We are considered relevant if we deliver 
quality information. The accountability boils down to ensuring we publish information that is 
of value and that we assess prices in line with free market forces. The process is very simple 
at the core: if a publisher fails to deliver on its core competence, its value in the market will 
erode.  In fact, it is the very fact that its assessments are not public goods that incentivizes 
Platts and other index providers to produce the best possible product.  Those incentives 
would be eliminated if benchmarks were treated as public goods.   

 
(35)  Which role do you think public institutions should play in governance and provision of 

benchmarks?  
  
 We believe that the primary role of public institutions in this area should involve endorsing 

best practices in this area, promoting transparency, and encouraging those involved with the 
price assessment process to adhere to these practices.  

 
(36)  What do you consider to be the advantages and disadvantages of the provision of  
 indices by public bodies?  
 

The market benefits from a diversity of choice among price assessment publishers and 
diverse methodologies. No one party should be given responsibility for creating commercial 
price assessments, including government. Any proposal that reduces choice or competition 
would not serve the interests of the marketplace, and would reduce the incentive to evolve 
and adapt methodologies to ever-changing market conditions. 

 
Market participants’ willingness to use a publisher’s price assessment as the basis for a 
transaction largely depends on whether the assessment is believed to yield representative 
market value. In this regard, it is essential that the publisher of the assessment be perceived 
as credible, trustworthy and impartial. The publisher must have no interest or stake in the 
price of a commodity. As a result it is difficult to see how the provision of indices by public 
bodies could be devoid of political and or commercial interests and would be antithetical to 
the need for independence in evaluating methodology and related editorial considerations. 
As recognized by IOSCO Chairman Kono during his remarks at the European Parliament’s 
Economic and Monetary Affairs Committee meeting held on September 24, 2012, there is no 
need for public institutions to play a role in the provision of benchmarks. 

 
(37)  Which indices, if any, would be best provided by public bodies?  
 As referred to above, we agree with IOSCO’s Board Chairman Kono that the provision of 

indices is best handled by private enterprises.   
 
 
Chapter 5: Impact of Potential Regulation: Transition, Continuity and International 
Issues.  
 
(38)  What conflicts of interest would arise in the provision of indices by public bodies? 

What would be the best way of avoiding these conflicts of interest?  
  

There is a dynamic nature to markets and investments need continually to improve and react 
to those dynamics.  Additionally, there are natural limitations and conflicts by a public body, 
with at least the following issues likely to emerge: 
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—Lack of in-depth knowledge of markets and general wariness of market processes. 
—Lengthy process to launch indices and inability to react in a timely fashion to market needs. 
—Inability to react and adapt quickly to market changes.  
—Perception that the public body would act in response to political rather than to market 
needs. 
—A conceptual issue would be created by the question of accountability to the market. For 
instance, how would a public body respond to and/or correct data if retail consumers or 
traders complain?  
—Markets are very complex, particularly those with physical delivery. Any index needs an 
underpinning infrastructure of commodity specifications, knowledge of trading practices, 
payment standards and a host of evolving practices and standards. 
 
Potential or perceived conflict of interest is inherent if a public body interferes in a free market 
process. By definition, intervention means that the public body is in conflict with free market 
forces. 

 
As stated above, as recognized by IOSCO’s Chairman Kono during his remarks at the 
European Parliament’s Economic and Monetary Affairs Committee meeting held on 
September 24, 2012, there is no need for public institutions to play a role in the provision of 
benchmarks.  

 
(39)  What are the likely transition challenges, costs and timelines for relevant 

benchmarks? Please provide examples.  
   
 [Not answered] 
 
(40)  How do you consider that the adoption of new benchmarks could be ensured? Is this 

best framed in terms of encouraging or mandating the use of particular benchmarks?  
       

Platts believes in the expression of free markets. The market freely selects which price data it 
wants to use without any undue influence from third parties. The marketplace is best 
positioned to determine what and/or which assessments to use. 

 
(41)  How can reforms of the regulation of benchmarks be most easily implemented? 
  
 [Not answered] 
 
(42)  What positive or negative impacts, if any, do you see on small and medium-sized 

enterprises of the possible regulation of indices, and how could any negative impacts 
be mitigated?  

 
Commodity benchmarks are intertwined in many market processes from a producer to a 
trader to a refinery to a distribution network to a retail user or even airlines or power plants. 
Government interventions affecting the free determination of a market price and disrupting 
the contractual obligations between sellers and buyers would create a serious market 
disruption by which one side at each contractual step of the supply chain could gain and 
another lose. This disruption could critically result in lawful claims for financial damages.  
 
Buyers and sellers in the free market continuously review their contracts and have an option 
to reset or change publishers on a bilateral basis but never in response to an outside 
intervention. In essence, this freedom is inherent in the marketplace and if a public body 
intervenes and results in a price being non-market, the first and resounding response would 
be to move away from the damaged benchmark.  
 
If a change in usage of a benchmark is mandated, then contractual default would be rife as 
well. Sadly, the cost of resets would naturally be passed to the final consumers with no 
discernible change to the actual market price as the interference would neither have created 
nor destroyed any new supply or demand, but would have definitely destroyed continuity in 
market processes. 
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The negative impact foreseen would affect large, medium and small bodies, including 
consumers. 

  
(43)  Are there other impacts which should be considered? If so please specify the nature 

of these impacts and provide evidence.  
 

There have been historically many attempts to influence markets or generate prices, indices 
or set price caps by government bodies. A price that is influenced by government action 
naturally raises the concern that it is a non-market value and the potential lack of trust in that 
value would prevent its use. At best, the usage would be one sided as consumers would 
want to use it or suppliers would want to use it, but not both simultaneously.  
 
History provides ample examples of misallocation and economic damage if prices are 
controlled. If the price is low, demand would outstrip supply and if the price is high supply 
would outstrip demand. Governments have extensive experience in these matters as over 
the years they have attempted to implement price controls on many commodities, including 
steel or energy and either oversupply mounted or queues of angry consumers grew whose 
needs could not be met at the non-market low price. There are also examples of subsidies 
creeping in when prices are regulated or controlled. As a recent example, China has tried to 
create an index for iron ore that would naturally help its steel mills—a move that was flatly 
rejected in the market. 

 
(44)  In which countries are benchmarks used in your sector produced? From which 

countries are data used for the production of benchmarks in your sector sourced? In 
which countries are benchmarks used in your sector used?  

 
Platts is a major producer of benchmarks in many commodity sectors, including energy, 
petrochemicals and metals. Its price assessments are used in many if not all countries, with 
the data serving needs from the producer to the distributor level in energy and growing in the 
metals sector. Data is used from any country that produces commodities in the sectors Platts 
covers. Hence, we obtain market data from every continent. Platts has offices in 18 global 
locations including Asia, Europe, the Americas and the Middle East. 

 
(45)  Are there non-EU benchmarks which could serve as substitutes? Are there non-EU 

benchmark providers which could produce similar benchmarks?  
 

Platts operates in markets and observes free market processes. We have learned that the 
market is very capable of sourcing what it needs from where it needs it. Currently, the market 
is using benchmarks reflecting prices in Europe, the US, Asia and the Middle East. Price 
assessments reflect many non-EU locations. In short, there are plenty of substitutes. 
Platts operates in a highly competitive market and is continuously facing competition from 
regional and global publishers, including government-led efforts such in China with iron ore. 
There are existing publishers of price data from Eastern Europe to Asia, including China. But 
our sense is that more publishers would quickly spring up in response to demand if EU prices 
were no longer thought of by market participants as robust indicators of market value. 
Exchanges are also globally trying to generate price data and launch commodity derivative 
contracts with an extensive list in many jurisdictions outside Europe. 

 
(46)  Are there international benchmarks which could serve as substitutes for national 

benchmarks? 
 

Benchmarks are international in nature as they reflect the free flow in and out of a location. 
As an example, Dated Brent, one of the world’s crude oil benchmarks, reflects the price of a 
combination of production sources including Forties crude oil produced in the EU and 
Oseberg crude oil, which is produced outside of the EU. The Dubai crude oil benchmark 
contains three crude oils; Dubai, Oman and Upper Zakum. All three oils are produced in 
different jurisdictions. 
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Benchmarks are not chosen for nationality but for their ability to represent true market value. 
National pride or interest has very little to do with market price. As discussed above, for 
example, the market began to move away from the WTI crude oil benchmark in the US 
because it was seen as becoming disconnected from global and US Gulf Coast markets.  
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	Platts operates in some markets where transactions that are reported to Platts can be few or even rare and also in markets with ample liquidity. Fundamentally, Platts applies editorial judgment and the data analysis process relies on normal free market economics; that is, the determination of the price of the marginal unit. The data gathering and interpretation processes therefore are focused on the highest possible buyer and the lowest possible seller at the close of the market, with the data gathered over the day able to provide narrative and understanding, but not determining the assessment outcome. This implies that if supplied data pointed to a low price, but at the close of the market buyers are willing to pay a higher price, the market value is where it is and not where it was reported. Conversely, if data were supplied indicating that the market price was higher but sellers at the close of market are offering lower, the newer data supersedes the historical data. 
	Platts mitigates the risks inherent in using voluntary reported transactions in making price assessments by monitoring and assessing both the validity and integrity of the information provided to it in relation to underlying trades. Platts has processes to verify that bids and offers have been taken through to completion.
	(21) What do you consider to be the advantages and disadvantages of mandatory reporting of data? Please provide examples. 
	Assuming the mandatory reporting would be to index providers, there are issues and risks that could arise from a mandatory reporting regime, such as:




