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1. Leveraged Trading -- Trading Company (“TC”) is short a large quantity of index physical gas.  TC is long financial Gas Daily through gas swap agreements.  TC starts buying physical gas and goes beyond what is necessary to cover its short position; prices in the cash market increase and prices reported in Gas Daily are much higher.  What are the legal issues?  Are the risks greater if the swap reference price is the “average of the last three days of the month” or “average of all the days in a calender month”?  

Consider:  CFTC Regulation Section 9 and state statutes on unfair competion.  How much did prices increase and how much profit did TC make?  Was there a gap in the market or was it outside its normal trading pattern?  What was the chance of failure?  What are the risks on a jurisdiction by jurisdiction basis?

2. Transmission Congestion Rights – TC is trading power in the newly established power pool (the “Pool”).  TC schedules 1000 MW between point A and B within the Pool.  The line between point A and B is congested and TC offers to reduce its scheduled quantities to 500 MW in return for the payment of a congestion charge.  What are the legal issues?
Consider:  The Pool rules regarding congestion, state rules and FERC regulations.  What are the rules regarding scheduling power and did TC actually intend to move the power to point B?  Is there a flaw in the structure of the Pool?  What are the risks taken by TC?

3. Day Ahead/Real Time – TC schedules 1000 MW of generation and load in the day ahead market for the Pool.  Only 600 MW of load is taken and the remaining 400 MW of load is sold in the real time market for $100 per MW more than in the day ahead market.  What are the legal issues?
Consider:  The Pool rules.  What reports are filed re the day ahead market schedules for generation and load?  Did TC believe that all the scheduled load would be taken?  Are the issues different if TC is scheduling for a third party?

