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Summary

The most immediate research goal for the Coal & Emissions Group is the development of a group-specific database that includes all information needs of the coal and the emissions market activities. 

· the database must be modular and expandable

· market and industry information, not just data, must be easily accessible via an intranet site

· the intranet site will serve as a clearinghouse for trade publications and industry information purchased by the group

· consolidation of all coal and emissions information will allow for the development of synergies in the group, increased communication between domestic and international activities, and the exploration of new market opportunities through data mining
Enron Global Markets’ (EGM) Coal and Emissions Group (the Group) is relatively new, entering the coal market approximately three years ago and the emissions market in May of this year.  The Group maintains main offices in Houston and London, with the latter concentrating activity in the international coal market.  Trading and market research is currently done on an ad-hoc basis, informally identifying and gathering sources and reviewing information.  In the current business environment, the process is sufficient for the day-to-day operations.  The Group is investigating ways to make the longer-term market analysis and information gathering more efficient and productive.

The development of a database that centralizes information specific to the Coal and Emissions trading, marketing, and origination activities is critical for the long-term success of the Group. Currently, there is little effective information exchange between the coal, emissions, and clean energy areas of the business.  However, significant synergies could be developed given the current organization and geographical and market-based interests. Because the market for coal and emissions trading is relatively small, high-quality information and analysis including customer, state and federal regulatory, production, consumption and geographic data would enable EGM to determine, and to some degree shape, the future market.

Three areas stand out as showing a high degree of potential benefit from the development of a group-specific database:

1. Develop synergies between coal and emissions activities

Coal consumers are the principal focus of federal, state, and regional emissions regulations controlling NOx, SOx, VOC, PM, Pb and Hg.  Because coal consumers are often constrained by the quality of coal that can be used, a strong interaction often exists among coal composition, purchase contracts, and air emission permits/credits.  For example, knowing coal consumer plant specifications and requirements could enable the bundling of emission credits into coal deals, while knowing the coal consumer plant specifications may aid the prediction of emission credit demand.

2. Increase communication between domestic and international operations

The U.S. currently exports approximately 7% of total annual coal production for use abroad in steel and electricity production.  This relatively small export market allows for a degree of uncoupling between the Houston and London office operations in the Group.  However, as foreign demand for coal is expected to increase through 2012, interaction between the domestic and international operations of the coal group will become increasingly important.  International emissions markets may develop as the international community moves closer to developing a binding strategy for limiting the growth of greenhouse gas emissions.  A global understanding of coal and other fossil fuel consumption will be critical for strategic entry into a greenhouse gas emission market.

3. Explore new business opportunities through data mining

A centralized database will provide the opportunity to gain insight into new business opportunities.  If properly maintained, data gained through industry research sources and internal experience can be combined and applied to discovering new market trends.  A variation of data mining can be applied to develop a variety of hypothetical market scenarios given various future production, consumption, technological, and regulatory assumptions.

To ensure that commercial staff capitalizes on the new data resource, ease-of-use and information clarity is the priority of this database project.  The database will be accessed by the Group’s traders, marketers, originators, analysts, etc. via an intranet site. Within this site, users will be presented with several data-acquisition options: 1) standard text or graphic information reports of commonly accessed data, 2) a “report builder” where the user could conduct primary market analysis, and 3) a geographic information system (GIS) database that would provide a tool for accessing basic information on coal and emissions market participants.  The intranet site will also contain links for a variety of non-analytical information such as useful internet sites, weather reports and archives of trade publications.

A basic example of data interconnectivity follows in Figure 1.

Critical to the structure of the database will be its modularity.  Modules can be added and/or expanded as the scope and the needs of the Group change.

Course of action:  Pending approval, I will be working with a business analyst from Enron NetWorks to define our database system requirements.  Until that time, I will continue developing a list of resources that I believe should be included in the database.  A formal proposal for the database will be developed after meeting with NetWorks, and will include a prioritization of resources to proceed.  It is my opinion that a prototype of the intranet site should be released for comment to the Group even before the database is completed.  The intranet site can be used as a location for informative links, the coal group mapping project, and publications.

List of major information needs by function:
· Coal traders—primary interest in a functional GIS database that can provide accurate information on coal production and transportation locations

· Emissions traders—require an exhaustive analysis of the emission market supply and demand for all relevant pollutants in national and regional markets; in-depth analysis of emission reduction credit programs; continuous updates on the progress of GHG trading policies

· Coal marketers—supplier and consumer information including coal chemical composition from mines, mine production and capacity, consumer requirements, current contracts and deals; coal supply and demand analysis; transportation cost analysis, esp. regarding the entry of PRB coal into eastern markets

Figure 1.
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