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1 Management summary

RisktRAC is the system that captures trading positions from all of Enron for a wide range of commodities. Apart from maintaining position information on a variety of levels, it computes the Value At Risk, Component Value at Risk and determines the Credit Reserve.

Factor loadings are run every 2 weeks and are an integral part of the VaR processes. The factor loadings process is intensely manual and error prone. RAC Management would like to automate this entire process with appropriate tools that will allow the RAC user to be in complete control and be fully aware of the steps taken to intiate a new factor loadings run and 

The process of running factor loadings and determining whether the results can go into production or not will be controlled by RAC, working in conjunction with traders, book administrators and other analysts.

2 Statement of Requirements

2.1 Background

Before factor loadings are run, RAC analysts re-evaluate primary curves, primary/secondary mappings, potential cores, power curve mappings and commodity names history.  Changes are made to the mappings and primary curves before the factor loadings program is run by IT. The current VaR values are copied to a backup table. IT will then run the VaR based on the changes.

If the resulting VaR appears satisfactory to the RAC analysts, then IT is authorised to let the changes and new factors stand. If VaR is unsatisfactory, and time permits, the above procedures are repeated. Otherwise, IT goes through the procedure of resetting all parameters to the state prior to the factor loadings run and restores the VaR from the copy table.

As evident, the process is error prone because of the manual steps involved.

2.2 Project vision

This project envisages automating the entire process of running factor loadings and maintaining a comprehensive audit trail of changes to all mappings, factor loading and VaR runs. RAC users will control the following:

For testing

1. Specify which set of primary curves, primary/secondary curve mappings, power curve mappings, potential cores and commodity names will be used by the factor loadings run.

2. Start factor loadings and get an email notification when the run is completed.

3. If necessary start a jump factors run online.

4. Specify which set of factors, correlation, basis map definition are to be used for test VaR runs.

5. If the user requests a test VaR run, the results will automatically go into the backup VaR table.

6. Allow the user to choose a portfolio for a test VaR run.

7. A combination screen where the user specifies all of primary curves, primary/secondary mappings, power mappings, potential cores, commodity names, factors, jumps, correlations, basis map definitions are to be used for subsequent test VaR runs.

For production

1. A combination screen where the user specifies all of primary curves, primary/secondary mappings, potential cores, commodity names, factors, jumps, correlations, basis map definitions which are to be used for subsequent regular VaR runs.

If the user specifies a test VaR run, then a new full VaR will be kicked off on a machine that is not running the current VaR. The user will also be allowed to select a portfolio for such a run.

Validation between the primary curves and the correlation matrix selected will be carried out. A warning will be given here stating that even though there is a match between the primary curves and correlation matrix, it is still possible for the user to choose the inappropriate combination. 

The users will be able to associate a unique name with a set of effective dates logically linking factors, correlations, potential cores, jumps, and basis map definitions. All test and production runs requested will be based on these names that are tagged to these sets.

2.3 Scope and system boundaries

RisktRAC will be modified on the thick client as well as the web to handle automation of VaR processes and will be refered to as the VaR Control Panel.

The VaR control panel will allow the user to select a single set of dates for mapping and curve information for production runs of VaR and a corresponding set of mapping and curve information for factor loadings. Normally, the test selection will be the same as the production selection before initiating a factor loadings run.

Validations will be put into place preventing inadvertent starting of factor loadings and VaR runs out of sequence.

The VaR Control Panel will be made up of a screen that lists the effective dates of primary curves, primary/secondary mappings, potential cores and commodity names. The user will be given the facility to select two dates against each of these items – one for the production VaR run, and the other for the test VaR run. Only one selection, and atleast one selection must be made for the production VaR run against the above items. Selection of dates for the test VaR run are optional, but if selected then only one date can be selected against each of these entities.

The VaR Control Panel will have a second section where the user can specify which set of factors, correlations, basis map definitions are to be used for subsequent production and test VaR runs. Once again, the user must select one date for each of these entities for the production run of VaR. As in the case of mappings, the user will be provided with the option of selecting dates against each of these entities for factor loadings and the test run of VaR.

The VaR Control Panel will then have a button where the user can initiate a factor loadings run. Once the factor loadings run is initiated, the user will not be allowed to make any changes to the various selections till the run is completed. The user will be notified by e-mail about the completion of the factor loadings  run. 

Finally, the VaR Control Panel will have a button where the user can initiate a test VaR run. Once the test VaR run is initiated, the user will not be allowed to make any changes and will also not be allowed to initiate a factor loadings run. The user will be informed by e-mail when the test VaR run is completed.

2.4 Business benefits

The VaR Control panel will allow RAC to firmly control the entire factor loadings process. It will also provide the user with a single screen displaying which set of mapping and factor information is used by the production VaR run and which one is used by the test VaR and factor loadings runs.

Detailed audit trails will also help the user trace exactly as to what were the decisions made in influencing VaR, making it easier to troubleshoot VaR related issues.

2.5 Project Sponsors

	Business
	IT Systems Development

	David Port
	Stephen Stock


3 Present Process/Systems

The current process is intensely manual and is impossible without any help from IT. The user takes the help of IT in manually altering mappings and factor loadings. The process takes up a considerable amount of time and while reversing the test results, there is always scope for not restoring the paremeters correctly.

4 Proposed system

The proposed system will help streamline the process of migrating a new factor loadings run into production and to be used by the VaR production run for a subsequent period of 2 weeks or earlier if necessary.

4.1 Actors

The actors are RAC analysts. Only a specific small group of RAC Analysts will be provided the facility of using the VaR Control Panel.

4.2 System main functionality’s

To replace the manual and error prone processes of running factor loadings and migrating the same into production for subsequent VaR runs. Detailed audit trails will be maintained against all mappings and factor tables.

4.3 Possible architecture

The VaR Control Panel will be preferably developed on the Web using a 3 tier architecture. Business objects residing on MTS/IIS will update the database with current settings and trigger factor loadings and VaR production and test runs. Unix scripts will initiate the processes based on the information provided by the users through the web front ends.

5 Resources & timescales

5.1 Personnel

	Role
	Resource
	Commitment

	Domain Expert 1
	Frank Hayden
	1 hour/week

	Domain Expert 2
	Matthew Adams
	1 hour/week

	IT Project Manager
	Ganapathy Ramesh
	4 hours/week

	Sr Specialist
	Virendra Patel
	20 hours/week

	Sr Specialist
	Bhupesh Nagar
	20 hours/week

	Sr Specialist
	Andrew Champion
	20 hours/week

	Sr Specialist
	Nilay Basu’s team
	20 hours/week

	Manager
	Dick Elwood
	4 hours/week


5.2 Estimated Time Line

	
	Project Phase / deliverable
	Minimum
	Maximum

	Phase1
	Inception
	2 days
	3 days

	
	Elaboration:
	5 days
	7 days

	
	Construction:
	30 days
	45 days

	
	Transition
	7 days
	7 days

	
	Totals:
	44 days
	62 days


5.3 Planned Start Date

June 1st week. 

6 Team Roles & Responsibilities

6.1 Project Team

	Name
	Title
	Extension
	Mobile

	Ganapathy Ramesh
	Director, Risk Reporting
	35918
	281-541-1862

	Winston Jia
	Director, Risk Analytics
	33104
	

	Virendra Patel
	Sr Specialist
	35118
	

	Andrew Champion
	Sr Specialist
	57534
	

	Bhupesh Nagar
	Sr Specialist
	39545
	

	
	
	
	


6.2 Domain Experts

Frank Hayden

Matthew Adams

6.3 IT Project Management

Steve Stock – Senior Director, Corporate Applications

Ganapathy Ramesh – Director, Risk Infrastructure and Reporting

Nilay Basu, Manager Risk Analytics

6.4 Technical Architecture

Ganapathy Ramesh and Nilay Basu

6.5 Application Design & Coding

Nilay’s analytics team and Ramesh’s risk reporting team.

6.6 Testing

Frank Hayden and Matthew Adams

6.7 Documentation

Ramesh will provide initial documentation.

6.8 IT operations (Web ops / DBAs)

Edward Ray and Brent Tiner of Web Ops.

Emmett Cleveland and  Soolian Eng Ervin of DBAs.
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