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1 Introduction

2 Operating Policy

2.1 Compliance with Enron Corp. Policies

All existing Enron Corporate policies, as each may be amended from time to time, apply to the Online Trading Business. 

Where additional policies are required for this business, they are set out in this manual. 

There are no conflicts between the specific policies set out here and those governing Enron’s existing businesses.

2.2 Market Risk


Enron trading businesses are subject to trading limits approved by the Board originally on October 1st 1996 and subsequently amended on December 8th 1998 and May 3rd 1999.

This business activity gives rise to transactions that fall under the auspices of Enron Corp. Risk Management Policy that refers to “Trading Portfolios”. 

One of the key aspects of the business process is that it allows customers to trade energy commodities with Enron, by simply “clicking” bid and offer prices and quantities published to them via the Internet. 

Closing positions are compared against approved limits as part of the daily valuation process.

However, a mechanism is required to limit the size of market risk exposure that can be introduced to Enron’s trading books by this trading medium. Aside from the vigilance of traders, there is currently no system or process in existence within Enron to limit exposure that accumulates on an intra - day basis.

Therefore, the Online Trading Business must be subject to its own internal limits on the products it offers, such that existing trading limits are not breached by Online Trading activity, when such transactions are included in Commodity Group Positions.

The nature of the limits, which apply at the Commodity Group and Portfolio levels, and are relevant to this business, is set out below, together with Enron Online Operating Policy designed to maintain adherence to these limits. 

2.1.1 Net Open Positions

This places a limit on the aggregate of the net open positions in a commodity group on a “Benchmark Position” equivalent basis. The “Benchmark Position” is the position in a commodity group into which all other position in the same commodity group can be converted, using price volatility and correlation – based conversion factors. 

For example, the benchmark position for the European Natural Gas commodity group is the equivalent position at the UK National Balancing Point (NBP). Whilst gas is trade at several different locations within the UK, the price volatility at each locations is equivalent. Thus for example, positions at Teesside can be used to hedge positions at the NBP.

The actual net aggregate position is discounted at applicable interest rates to produce the Net Open Position.

2.1.2 Maturity Gap Risk Limit

This limit relates to the commodity positions with forward prices. The limit restricts the rolling total of the net open position in any period, which can vary according to the market structure of the underlying position, but is usually twelve months..

Once again, this is a discounted position.

2.1.3 Value at Risk

This refers to the “potential“ exposure related to a commodity group or position calculated using the Enron Corp. adopted Value at Risk methodology, at the 95% confidence interval using a 1 day close – out horizon.

2.3
Credit Risk

In a similar fashion to market risk exposure, closing positions with each of Enron’s customers are compared against approved limits as part of the daily valuation and credit aggregation process.

However, a mechanism is required to limit the size of credit risk exposure that can be introduced to Enron’s trading books by this trading medium. Aside from the vigilance of traders, there is currently no system or process in existence within Enron to limit exposure that accumulates on an intra - day basis.

Therefore, the Online Trading Business is subject to its own limits on the products it offers such that existing credit limits are not breached by Online Trading activity.

2.4
Enron Online Risk Management Policy

There exists Risk Management Policy, separately approved by the Board, covering trading via the Online System.

The Commercial Group is responsible for ensuring that all extant Enron internal limits are adhered to. The existing Risk Management infrastructure will independently monitor limits for each commodity group in the usual way.

The Enron Online Product Control Group will monitor independently limits specific to the Online Trading activity.

2.4.1 Notional Positions

All products in the Online System will be a member of a group of product types. All product types will be a member of a Commodity Group, as defined in the Enron Corp. Risk Management Policy.

For the purposes of limits setting and monitoring

Notional position = transaction undiscounted volume x transaction price

For comparison against limits, these notional positions are aggregated into Commodity Group positions. Where commodity groups include option trades, the undiscounted volume is included at the appropriate delta – equivalent volume.

2.4.2 Sigma Factors

All product types have two Sigma Factor (SF). One represents the one – day volatility of energy prices at a confidence interval of 95% (i.e. 1.645 standard deviations). This determines the simple “value - at – risk” for product types and for commodity groups where

SFm = 1.645 Ơ
for any product type, where Ơ’  is the volatility of prices specific to a product type.

The other, SFc represents the probability, at a 95% confidence level of customer default and is used in the calculation of customer potential exposure.

 SFc = 1.645 Ơ
Where Ơ”  is the variability of losses due to customer default.

The Sigma – factors will be reviewed monthly or as markets dictate by the Product Control Group, with any revisions being approved by the RAC Group.
2.4.3 Potential Exposure

The positions, for comparison against the limit, are calculated as:

Product Type Potential Exposure = notional position x SFm
Product Type exposures are aggregated into Commodity Group exposures using correlation factors approved by the RAC Group..

The amount of the limit in the Online system is the discretion of each Commodity Group Head responsible for a commodity group in the Online system. On any trading day this must never exceed the available internal Net Open Position Limits specific to a commodity group, as approved by the Enron Corp. Board of Directors.

2.4.4 Customer Notional Position Limits

For each customer, a maximum notional position is allowed, calculated as 

Customer Notional Position  =  undiscounted volumes x price

for each transaction, aggregated by product type and commodity group for each counterparty. 

On any trading day this must never exceed the available internal credit limit, and maximum tenor, specific to a counterparty, as approved by the Enron Corp. Board of Directors. 

2.4.5
Customer Potential Exposure Limits

For each customer, a maximum potential exposure is allowed, calculated as

Customer Potential Exposure = notional volumes x SFc
Customer exposure is found by aggregating Product Type exposures by customer into Commodity Group exposures for each customer using correlation factors approved by the RAC Group..

The amount of the limit in the Online system is the discretion of each Commodity Group Head responsible for a commodity group in the Online system. On any trading day this must never exceed the available internal Credit Limits specific to a customer, as approved by the Enron Corp. Board of Directors.

2.4.6 Currency Risk

The Enron Online business will market products on a global basis. It is therefore likely that, to maintain competitive advantage, there will be a need to quote prices in currencies different from the denomination of the underlying energy commodity (e.g. Natural gas for delivery at the UK NBP, priced in Euros).

Products of this nature will introduce currency exposure due to the differing denominations in commodity and price quoted. Further, to the extent that products are long term in nature, they will open risk to foreign currency interest rates.

It is Enron’s existing policy to pass all interest rate and currency risk to the Enron Risk Management Services Group, based in Houston.

In accordance with this policy, the underlying transaction systems, which are the ultimate booking destinations for trades introduced via the Online Business, must be able to process, settle and account for transactions in a foreign currency.

Where a new Online product features currency risk, the approval process for the introduction of the product will include confirmation that the underlying transaction systems and settlement processes are equipped to handle foreign currencies.

3 Organisation

In its simplest terms, the Enron Online Service introduces an alternative trading medium. However, that medium requires fundamental changes in the way we conduct our business. As a consequence, in its infancy, the business requires a dedicated organisation and operating structure to make it a success. The resource required for this structure will be a mixture of full and part time resource

3.1 Product Control

The primary responsibilities of this group are to ensure that sufficient controls exist and operate in this Enron Online business environment and a seamless interface exists between it and the other commercial, support and policy units within Enron Corp.

This group will comprise full time resource whose key collective responsibilities are:

· Verification of customer and product data changes in the Online System

· Co-ordination of requisite approvals for changes to customer and product capabilities

· Liaison with existing EMS Trading Support functions worldwide 

· Monitoring of Enron Online trading and credit limits

· Maintenance of adequate documentation to support products offered and traded via this medium

· Provision of management reporting services on business performance

· Co-ordination of the resolution of disputes and disagreements with customers

These responsibilities must be executed globally and on a 24 hour basis.

3.2 System Administration

The primary responsibility of this group is to ensure that changes to the content of the Online System database in respect of customers and products are effected promptly and accurately.

This group will comprise full time resource whose key collective responsibilities are:

· Effect internal permissions, changes to product and customer standing data

· Review and act on audit log items

· Provide a “Help Desk” service internally and externally on matters relating to the function of the Online System

· Publish approved news items and other publications to the Web Site

These responsibilities must be executed globally and on a 24 hour basis.

3.3 Commercial

The key responsibilities of this group are to provide product innovation, pricing and trading strategies; and to perform the marketing activities for the Online Service itself.

These key responsibilities will be vested in a representative from the existing Enron Commercial infrastructure for each commodity group offered by this business.

Since these activities are closely linked to the existing trading business, it is envisaged that these roles will be performed in conjunction with existing commercial responsibilities.

Key responsibilities are

· Product design, innovation and inception

· Maintenance of “price stacks” for all products

· Adherence to existing trading and credit limits 

3.4 IT Development

The key responsibilities of this group are to give effect to enhancements to both the Enron Online Web site and Online System Database, as determined by business requirements and to keep the business ahead of any competition.

4 Operating Procedures

4.1
Processing A Customer Application

Purpose: Facilitates the creation of new online customers and amendments to existing customer trading requirements
The Online Database already includes existing Enron customers approved for trading online. New customers requiring this service are set up in the database according to these procedures.

4.1.1 New Customer

Applications to use the online service are received from customers by the Product Control Group.

Application Forms include the following details:

· Company name, address and contacts 

· Company legal entity

· Information necessary for Enron credit and legal approval to trade (not required for an existing customer)

· Nominated Administration User

· Marketing information about the client, i.e. countries, commodities, expected number of trades, currencies, anticipated types of products etc.

· Preferred languages 

The Product Control Group will review the application form to ensure

· that the minimum data requirements to set up a customer for online trading are met; and

· the product types and / or products requested by the customer can be supported in the Online system and Enron’s underlying transaction systems

If these requirements are not fully met, the application is marked “pending” and passed to the System Administration Group. This group will key the data from the application form into the Online system, and flag the customer standing data “pending: awaiting application details” or “pending: awaiting product set up”. The data fields that are incomplete are logged for follow up and resolution.

Where more details are required from the customer, the Product Control Group will request details from the customer, then notify them to the System Administration Group, who will continue to process the application.

Where the customer has requested a product type not yet supported by either the Online system or the underlying transaction systems, the procedure for “Creating New Products” will be invoked.

Where the customer is completely new to Enron, and has not traded with us before, the Product Control Group sends a request to the respective EMS Controllers, to add the customer name to the appropriate underlying transaction system.

With a fully completed application form, the System Administration Group continue to process the application by seeking legal approval, and setting the status of the company in the Online system to “pending: awaiting legal approval”

If Enron’s Legal team decline the application, customer standing data is flagged “Rejected by legal department” the application is processed no further and the Commercial Group is informed.

If legal approval is obtained, then the application is notified to Enron Risk Assessment and Controls Group (RAC) for their approval of the customer, and who will supply a “Default Factor” DF, and maximum tenor, used to measure and limit credit exposure in the system.

Should RAC reject the application, then, as before, customer standing data is flagged “Rejected by RAC” the application is processed no further and the Commercial Group is informed.

If the application receives approval by RAC, the System Administration Group will set the customer status to “live” and mail an Admin User ID to the customer using secure mail (“Laser Payslips”).

The creation of a new customer on the Online System will trigger an update message to the members of the Commercial Group whose products are now accessible by the customer.

Operating Target: Applications from new customers should be processed within 72 hours Those from existing customers should be processed within 24 hours
4.1.2 Amendments To An Existing Customer “Profile”

There are two types of change to a customer “profile” (i.e. the definition of what products the customer can trade, and where):

· Changes that are within the discretion of the customer

A standard customer account set – up will allow some flexibility for the customer to add users (not functional in the first system release)

· Changes that require Enron approval.

With the first release of this product, all changes to a customer profile will require approval by Enron. 

The System Administration Group will receive requests for changes in customer profiles

· from customers, via Email; or 

· through the creation of a new Product Type (see “4.2.3 Updating Customer Profiles for a New Product Type”).

Upon receipt and verification, the procedures outlined above under “New Customer” will be invoked, except:

· in the case of a change to an account, the required changes themselves are flagged pending, rather than the whole account

· upon approval and implementation of the changes, there is no requirement to issue an Admin User ID.

The change of a customer profile on the Online System will trigger an update message to the members of the Commercial Group whose products are now accessible by the customer, as a result of the change.

Operating Target: Change requests should be processed within 24 hours 
4.2
Setting Up New Products For Online Trading

Purpose: Facilitates the creation of new products to offer to Online customers
There are three ways of referring to products in the Enron Online Trading Business:

Commodity Group

This description refers to the trading limit against which positions in a product should be compared.

Product Type

This description includes the commodity (e.g. gas, power, weather derivatives) and the generic transaction (e.g. physical forward, financial swap, physical option).

It is also the level at which General Terms and Conditions (GTC’s) and any Master Agreements are applied.

Product

This description refers to a more detailed nature of the transaction (e.g. a Physical gas forward for delivery at the NBP).

4.2.1 Creating a New Product Type

To initiate the creation of a new product, the Commercial Group uses a “Product Type Specification Form”. This is made available to the Product Control Group who review the document to ensure that:

· that the minimum data requirements to set up a new product type are met; and

· the product type can be supported in the appropriate underlying transaction systems

The Product Control Group then passes the form to the Legal Department, the appropriate EMS Controllers and the RAC Group for their approval.

Once obtained, the approved product specification is passed to the System Administration Group, who set up the product type on the Online system.

If the application is declined, the System Administration Group will notify the Commercial Group.

4.2.2 Creating a New Product

The existence of a Product Type in the Online allows the creation, at the discretion of the Commercial Group, of new products. If the Commercial Group wish to create a new product that is already a “member” of an existing approved Product Type group, then no further authorisation is required.

The Commercial Group forwards a “Product Specification Form” to the Product Control Group, who verify that

· that the minimum data requirements to set up a new product are met; 

· that the new product is a member of an existing Product Type Group; and

· the product can be supported in the appropriate underlying transaction systems;

· any description of the product accurately represents the product being offered in all languages

Subject to these conditions the specification is passed to the System Administration Group who set up the product on the Online system.

Where the requested product does not forma part of an existing product type group, the procedure for “Creating a New Product Type” is invoked.

4.2.3 Updating Customer Profiles for New Product Types

The creation of a new product type will necessarily lead to a requirement to change some or all Customer Profiles, so that the new product type can be offered to part or all of the Online customer base.

New products within an existing product type will automatically be available to customers approved to trade that product type.

Where customer profiles require update to make a new product type available to them, the procedure under “4.2.1 Amendments to an Existing Customer Profile” will be invoked.

Operating Target: New Product Types should be launched within 72 hours 

New Products should be launched immediately
4.3
Setting Up Enron Traders to Offer Products Online

Purpose: Facilitates the creation of new products to offer to Online customers
There is a  well-established procedure within Enron to authorise individuals to trade and take positions in over – the – counter and exchange traded energy instruments.

The Commercial Group completes a “New Online Trader” request and passes it to the Product Control Group.

The Product Control Group verifies that the minimum data requirements to set up a new trader are met and passes the form to the RAC Group for approval.

Upon receipt of the approved request from RAC, Product Control passes the request to the System Administration Department who set up the trader in the Online System, and notify the Commercial Group.

Operating Target: New Online Traders should be set up within 24 hours 

4.4
On Line Transaction Validation

Purpose: To ensure that Enron Board – approved trading limits are adhered to
The Commercial Group is responsible for ensuring that internal trading limits approved by the Enron Corp. Board are adhered to. They have discretion to set limits in the Online system but must ensure that those limits do not lead to breach of existing trading limits.

The Product Control Group is responsible for ensuring that Online Limits are up to date and that they are adhered to.

4.4.1
Position Limit Maintenance in the Online System

The Commercial Group will review periodically the current “headroom” against internal Enron trading limits in their respective systems and must decide, for each commodity group, the amount of this “headroom” to be allocated to the Online System.

They will also review, for each product type, further limit amounts as follows:

· Online Net Open Position Limit

· Online Maturity / Gap Risk Limit

The Value at Risk Limit will be maintained at the Commodity Group level only

4.4.2 Setting Position Limits When Creating a Product Type

When creating a new product type, the amount of the Online System Commodity Group limits allowable for use can be determined by specifying a “Utilisation Percentage” for both:

· Online Net Open Position Limit

· Online Maturity / Gap Risk Limit

The “Utilisation Percentage” is the proportion of the Commodity Group limit available to a product type. 

4.4.3 Credit Limit Maintenance in the Online System

The RAC Group will review periodically the current “headroom” against internal Enron credit limits and will decide, for each customer, the amount of this “headroom” to be allocated to a customer using the Online System.

4.4.4 Setting Credit Limits When Registering a New Customer

When setting up a new customer for use of the Online Service, the credit limit available for the customer will be determined and set, by reference to RAC Group and based on current available credit headroom. 

4.4.5 Managing Position Limit Utilisation using the Price Stacks

The publication, on the Online Service web page, of prices and quantities is facilitated using “price stacks” for individual products. These stacks are a sequence of prices and volumes at which Enron are prepared to trade with customers. As prices are “taken” by customers, the stack mechanism defaults to the next contract quantity and price in the stack, until the stack has expired and the product is no longer available for trading.

The Commercial Group is responsible for publishing and maintaining price stacks for each product.

The system will give a warning to the publisher of the latest stack whose update caused the potential breach if the aggregate volume in the price stacks for a product type and commodity group exceeds the Online System Position Limits.

4.4.6 Validating a Transaction

Customers using the Online Service will be presented with quantities and prices for energy commodities according to their approved customer profile.

The system will allow customers to trade online subject to the Online System customer credit limits

Where this limit is “touched” by a customer “clicking” a transaction, they will be informed online that the transaction has failed to execute, and give a reason for this. [For the exact form of words for these instances, refer to the Web Site Specification]

The Commercial Group will be informed of breaches to Market Risk limits in the Online System to enable them to take corrective action during the trading day.

4.4.7 Other Safeguards

All price stacks contain a “panic button” which allows a product to be suspended instantaneously from the Web – site.

A customer web page will also lock after ​__ minutes of non – use, requiring the user password to re – open the session.

4.5 Updating Enron’s Underlying Transaction Systems

In order to gain leverage from existing transaction processing mechanisms (e.g. product specific confirmations) the fundamental premise is that the destination of all transactions completed Online will be the applicable underlying transaction systems.

4.5.1 Deal Data Transfer

The process of creating product types and products involves the identification of the Enron underlying transaction system in which trades in the product will ultimately be booked. All product types carry an Enron Transaction System Identifier (ETSI) which is used to determine which transaction system deals in each product type are to be booked.

On a daily basis, and through out the trading day, each of the departments within Enron that perform deal capture and booking functions (in some instances this may be a trading group or a logistics group), will query the Online System, according to the ETSI relevant to their area. The report output “Deal Input Report” will be used as the input document for update to the underlying transaction systems.

4.5.2 Data Reconciliation

With the transfer of deal data being done manually it is crucial that data errors are minimised.

On a daily basis, each deal capture and booking team will reconcile the summary of trades from the Enron Online system (relevant to their area) with an output report from the underlying transaction system, showing the deal data present in that system. 

Any adjustments should be made on the same business day as the transaction itself. Where there is a discrepancy between trade data in the Online System and the underlying transaction system, the data in the Online System shall prevail.

The reconciliation and any adjustments arising from it should be appropriately approved.

4.5.3 Resolution of Discrepancies with the Customer

For each transaction completed via the Online System, the appearance of the deal in the appropriate underlying transaction processing system will generate a confirmation which should be handled in the usual way. The only modification required to confirmations is the inclusion of the legend:

“Transaction completed via Enron Online Internet Trading system”

The process of requesting and chasing the return of signed confirmation will also operate specific to the individual product types. 

Where the confirmation chasing / matching process highlights a discrepancy between the trade in the Online System, the underlying transaction system, and the trade a customer believes they should have done, the matter should be reported to the Product Control Group. 

Queries may also be received from customers via the Online Help Desk Service. In this case, the time and nature of the query will be logged and the matter reported to the Product Control Group.

The Product Control Group will inform the member of the Commercial Group whose position contains the trade and will liaise with the necessary departments in order to resolve the query. This will include reviewing the electronic record of the transaction, taken at the time of the customer’s “click”.

4.5.4 Cancellation and Amendment of Deals in the Online System

Where the resolution of a customer dispute requires the amendment to a deal in the Online Database, the Product Control Group will complete and approve a “Deal Cancellation and Amendment” form. 

This form is passed to the deal capture and processing group appropriate to the underlying transaction system containing the trade, who make the necessary amendments in their own system. 

The form is also passed to the System Administration Group who makes the necessary amendments to the Online System database.

Any change to a deal in the database is effected by cancelling the original deal and keying in a new deal. The new deal is flagged as an amendment to the original deal, and will appear on the Deal Input Report as an amendment to an original deal. The data on this report should be checked back to the revised data in the underlying transaction system.

4.5.5 Accounting for Currency Exposure in Transaction Systems

Where products are quoted in a different currency to the denomination of the underlying energy commodity, currency exposure will be introduced to trading portfolios. To the extent that deals are long term, risk to foreign currency interest rates will also be introduced.

Deals of this type should be treated as follows in the underlying transaction systems:

1. Deals will be booked in the original currency denomination of the deal. For example, a forward sale of physical gas at the UK NBP, for settlement in Euros, will comprise a GBP leg (the physical gas) and a Euro leg (the contract price).

2. In accordance with the Enron’s established mechanism for handling interest rate risk, all cashflows, in all currency denominations will be passed to ERMS in Houston. 

3. Traders hedge the residual currency risk by concluding an FX swap with ERMS in Houston for the appropriate amount. 

4. Currency hedges should be rebalanced according to changes in the profile of foreign currency cashflows and settling amounts

4.6
Online News Publishing

A key aspect of the Online Service is that it incorporates news and other items on – screen:

· News and other announcements about the Online System;

· News from the Energy Markets;

· Research articles;

· Recruitment information

Items will then be forwarded to the System Administration Group for publication. This group have read access only to the item and cannot create new items.

4.6.1
home.enron.com

Elements of this web - site will be made available to Online Customers, subject to licensing restraints. For example:

· Headlines

· Energy Publications

· Weather

· People Finder

· Jobs

4.6.2
Other Information

The service will also need to satisfy other customer news needs, particularly financial news and other energy news (e.g. Reuters Energy Briefing).

5 Management Reporting

The Product Control Group will produce reports for management pertaining to the business activities via the Online System.

The appropriate business group will perform reporting for the respective businesses whose books contain transactions completed via the Online System, as now.

5.1 Volumes 

Reports of volumes of trades will be produced for product, product type and commodity group, and by customer. These will include analyses of daily average, month – to – date, quarter – to – date and year - to – date volumes

Similar reports of traded energy volumes will be produced.

5.2
Market Risk Positions

Real – time and “close of business” reports of :

· Notional positions

· Potential exposure

· Customer notional positions

· Customer potential exposure

versus applicable limits are required by product, product type and commodity group.

5.3
Price Stack Usage

For each price stack reports are required that show the history of the stack use for a business day, from opening through “refresh” to closing, showing the customer names hitting the bids / offers. 

5.2 Underlying Transaction System Indicators

From the respective control departments for each commodity group and product type, a standard set of reports are required monthly, for the proportion of trading books represented by Online Trades:

· Open Position at start of month, by product

· Open Position at end of month, by product

· Change to position during month, by product

· Analysis of book profits and losses for the month

· Credit exposure at start of month, by customer

· Credit exposure at end of month, by customer

· Number of outstanding confirmations, by customer

· Actual / Book adjustments by product type

6 Appendices
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Resolution of descrepancies

Cancel and amending data



(
(
(
(
EMS Controllers

EMS Controllers

EMS Controllers
(
EMS Controllers
Data in Online system “prevails”

Online Transaction Processing


FX conversion for pricing

FX exposure handling



(
(
IT Development

EMS Controllers


Policy required on handling, booking and valuing FX

Disputes Handling


Logging complaints / feedback

Resolution



(
(
System administration

Product control / EMS Controllers


(
(

Possible leverage from existing IT help processes

Business Process


Process Task
Procedures Reference
New Process
Owner
Existing  Enron Process


Owner
Comments

Contracts & Documentation


Customer set – up and changes

Monitoring and developing new contract types



Refer above

(

Commercial / Product Control
(
Commercial / Product Control


User Account Status viewing 


Reconciliation to underlying transaction systems



(
EMS Controllers




Online News Publishing


System news

Market news

Publishing / translation



(
(
(
System Administration

Commercial

Commercial




Online Trading Help


Logging calls

Resolution 



(
(
System Administration

System Administration




Possible leverage from existing processes

II
Organisation Chart



III
Sample Process Documentation

NEW COUNTERPARTY APPLICATION FORM

Please note that all parts of this Form are obligatory (unless otherwise stated as optional) and incomplete applications will not be processed.  Please complete the form in Block Capitals.

Counterparty Name:









(full legal name)

Counterparty Address:








Nominated

Administration User:








Telephone Number:















Fax Number:








 

Trader1:









Telephone Number:















Fax Number:








 

1 - Please use extra sheets of paper for additional contacts, Trader or otherwise

Credit Information Required:



Parent Company:











Guarantor:











Legal Information Required:

Country of  Incorporation:









Place from where trading if different:








Marketing Information (Optional):

Preferred Country(ies) to trade in:









Preferred Currency(ies) to trade in:












Preferred Product Type(s):










E.g. UK Gas Physical, Nordic Power Financial

Preferred Language(s):










Please complete the above Form and return it by facsimile to 0171 970 7660.  Please call 0171 970 7269 if you have any queries.

DO WE NEED TO SAY IN THE OPENING PARAGRAPH WHO NEEDS RO COMPLETE THIS FORM ??

DOES IT NEED ONE OF THEIR SIGNATURES AT THE BOTTOM ???  MAYBE THE AUTHORISED ADMIN USER ??

REQUEST FOR A CHANGE TO A CUSTOMER PROFILE

Please complete those parts of the forms where the information has changed since the New Counterparty Application Form was submitted.   Please complete the form in Block Capitals and sign below before returning.

Counterparty Name:
Please contact our On Line Administrator on 0171 970 7269 if you wish to 

change this entry.

Counterparty Address:









Nominated

Administration User:








Telephone Number:















Fax Number:








 

Trader1:









Telephone Number:















Fax Number:








 

1 - Please use extra sheets of paper for additional contacts, Trader or otherwise

Credit Information Required:



Parent Company:











Guarantor:











Legal Information Required:

Country of  Incorporation:









Place from where trading if different:








Marketing Information (Optional):

Preferred Country(ies) to trade in:









Preferred Currency(ies) to trade in:












Preferred Product Type(s):










E.g. UK Gas Physical, Nordic Power Financial

Preferred Language(s):










Please note that for any changes to take effect the Nominated Administration User (as submitted on the New Counterparty Application Form) needs to authorise these changes by signing below and returning the form by facsimile to 0171 970 7660. Please call 0171 970 7269 if you have any queries.


Name:



Signature:



Date:



WHERE DO WE MENTION THAT WE HAVE TO AUTHORISE THE CHANGE ??  DO YOU WANT TO SIGN AND RETURN BACK TO SAY THAT WE HAVE AUTHORISED THE CHANGE ?? 

IF THIS HAPPENS ON LINE THEY CAN’T SIGN ??  HOW CAN WE ENSURE ONLY CHANGES ARE AUTHORISED BY ADMIN USER ??

WE NEED A REPORT GENERATED SHOWING US WHAT HAS CHANGED SO THAT WE CAN UPDATE OUR UNDERLYING TRANSACTION SYSTEMS.

NEW PRODUCT APPLICATION FORM

Please note that all parts of this Form are obligatory (unless otherwise stated as optional) and incomplete applications will not be processed.  Please complete the form in Block Capitals.

Commodity Group:









Product Type:










(E.g. UK Gas Physical, Nordic Power Financial)
Country Traded:










Region Traded in:









Currency:










Short Description:









Long Description:










Type of GTCs:









Trading Book:
















Time Zones:

Opening Time for the Product:








Closing Time for the Product:








Time System used (E.g. GMT):








Additional Information:










Please note that for any changes to take effect the Nominated Administration User (as submitted on the New Counterparty Application Form) needs to authorise these changes by signing below and returning the form by facsimile to 0171 970 7660. Please call 0171 970 7269 if you have any queries.


Name:



Signature:



Date:



CUSTOMER REQUEST FOR NEW PRODUCT 

Please note that all parts of this Form are obligatory (unless otherwise stated as optional) and incomplete applications will not be processed.  Please complete the form in Block Capitals.

Counterparty:











Product Type Requested:









(E.g. UK Gas Physical, Nordic Power Financial)
Additional Information:









Please note that for any changes to take effect the Nominated Administration User (as submitted on the New Counterparty Application Form) needs to authorise these changes by signing below and returning the form by facsimile to 0171 970 7660. Please call 0171 970 7269 if you have any queries.


Name:



Signature:



Date:


COMMODITY GROUP FIELD ??????

ARE WE ONLY ALLOWING NOMINATED ADMIN USER TO DO THIS ?? IF YES THEN ADD EXTRA LINES AT THE TOP AND SIGNATURE AT THE BOTTOM.

CHECK AUTHORISATION ??

NEW ENRON ON-LINE TRADER APPLICATION FORM

Please note that all parts of this Form are obligatory (unless otherwise stated as optional) and incomplete applications will not be processed.  Please complete the form in Block Capitals.

New Trader Name:











Telephone Number:











Fax Number:












Product Type(s) Traded:









(E.g. UK Gas Physical, Nordic Power Financial)

Desk Traded from:











Head of Desk:












Please note that for any changes to take effect the Head of the Desk needs to authorise the person mentioned above by signing below and returning the form by facsimile to 0171 970 7660. Please call 0171 970 7269 if you have any queries.


Name:



Signature:



Date:


SPECIMEN SIGNATURES FOR AUTHORISATION OF FORMS 

Please note that all parts of this Form are obligatory (unless otherwise stated as optional) and incomplete applications will not be processed.  Please complete the form in Block Capitals.

Legal Authorisation 1:










Signature:











Forms allowed to authorise:










Legal Authorisation 2 (optional):









Signature:











Forms allowed to authorise:










Legal Authorisation 3 (optional):









Signature:











Forms allowed to authorise:










Please return the completed form by facsimile to 0171 970 7660. Please call 0171 970 7269 if you have any queries.

SYSTEM PROBLEM LOG

Call Log Number:
[automatically generated]

Person Calling:








Counterparty Name:








Counterparty ref:








PRODUCT PROBLEM

Product Type:










Volume:









Price:










Country Traded in:







Region Traded in:








Currency:









Short Description:








Long Description:









Type of GTCs:








Time Zones:

Opening Time for the Product:








Closing Time for the Product:








Time System used (E.g. GMT):








Other problem:








COUNTERPARTY PROBLEM:
PLEASE USE COUNTERPARTYY CHANGES ON LINE 






APPLICATION FORM AND SEND TO 0171 970 7660.

WEB PAGE PROBLEM

Assigned to:









Resolved:
Time



     
Date 




WILL THERE BE A UNIQUE COUNTERPARTY REF FOR EACH CUSTOMER REGARDLESS OF PRODUCT ??  IF YES THEN NEEDS TO BE ON ALL FORMS !!

TRANSACTION INPUT DATA REQUIRED FROM ON LINE SYSTEM TO DEAL INPUT FUNCTIONS 

The following data has been generated from the On Line System so that Deal Input can key in the information into the Underlying Trade Books.

GAS – UK PHYSICAL & FINANCIAL, CONTINENTAL PHYSICAL & FINANCIAL

On Line Deal Number:










Underlying System

Deal Number:











Counterparty:











Deal Date:











Deal Time:











Enron Trader:










Start Date:











End Date:











Daily Volume MMBTu:









Delivery Location:









Basis Location:









Buy / Sell:










Price / MMBTu:









Counterparty Trader:









Currency:










Deal Type:










E.g. Swap, Future etc

Financial / Physical:









Notes:











CRUDE FINANCIAL & COAL PHYSICAL

On Line Deal Number:









Underlying System

Deal Number:











Financial / Physical:









Deal Date:











Product:











E.g. HSFO, Dubai Crude

Buyer:












Seller:












Enron Trader:










Start Date:











End Date:











Volume:











Volume Measurement:

E.g. Barrels / Tonnes









Frequency of Delivery:

E.g. Month, Day, Year








Currency:











Price Measurement:

E.g. $/BBL











Price:











Index:











Counterparty Trader:









Notes:











POWER - UK FINANCIAL, NORDIC PHYSICAL & FINANCIAL, FINNISH FINANCIAL & PHYSICAL

On Line Deal Number:









Underlying System

Deal Number:











Buy / Sell:










Deal Type:










E.g. Swap, Future etc

Financial / Physical:









Counterparty:










Enron Trader:










Basis Location:









Loadshape 1:

E.g. EFA weeks










Loadshape 2 Price Index:

E.g. PPP











Start Date:











End Date:











Price:











Daily Volume:











Price Measurement:

E.g. NOK/MWHr









Settlement Period:

E.g. Monthly, Daily









Deal Date:











Enron Entity:











Counterparty Trader:









Notes:











POWER – CONTINENTAL PHYSICAL & FINANCIAL

On Line Deal Number:









Underlying System

Deal Number:











Deal Type:










E.g. Swap, Future etc

Deal Date:










Deal Time:










Enron Trader:










Enron Entity:










Buy / Sell:










Counterparty:










Start Date:











End Date:











Time Zone:

E.g. GMT











Counterparty Trader:









Settlement Index:









Delivery Point:









Days:











Start Time:










End Time:










Volume:










Fixed Price:










Currency:










Commodity Frequency:

E.g. Month, Day, Year








Commodity Measurement:

E.g. MWH










Price Measurement:

E.g. $/MWH











Financial / Physical:









Notes:











IV
Process flowcharts

V
Enron Corp. Risk Management Policy

VI
Enron Online Risk Management Policy

I. General Authorization

Designated Enron Companies and individuals are authorized to execute Transactions via the online trading system, Enron Online, which creates Positions in the existing portfolios and books of Enron Corp.

Enron Online Authorized Traders are responsible for ensuring that all existing Enron policies and limits are adhered to.  The existing Risk Management and Controls infrastructure will independently monitor limits and administer current policy in the usual way.

The Enron Online Product Control Group will be responsible for independently monitoring limits specific to the online trading activity.

II. Market Risk Limits

Market risk limits in the online system include, but are not limited to, Notional Position limits and Potential Exposure limits.

Limits will be applied at the Commodity Group level.

A. Notional Position Limits.  Online activites are subject to Notional Position limits at the Commodity Group level, as specified by RAC.

B. Potential Exposure Limits. Online activites are subject to Potential Exposure limits using statistical measures as appropriate to the business activity at the Commodity Group level as specified by RAC.

Setting of limits on a daily basis is the responsibility of the individual Commodity Group managers in conjunction with the Product Control Group.  Limits can never be greater than the available limit based on the overall limits approved by RAC and the previous days trading activities.  

III. Credit Risk Limits

Credit risk limits in the Online system include, but are not limited to, Counterparty Notional Position limits and Counterparty Potential Exposure limits.

Limits will be applied at the Counterparty level and Commodity Group.  Netting will not be allowed between physical and financial transactions.

A. Counterparty Notional Position Limits.  Online activites are subject to overall Counterparty Notional Position limits at the Counterparty and Commodity Group level, as specified by RAC.

B. Counterparty Potential Exposure Limits. Online activites are subject to overall Counterparty Potential Exposure limits using statistical measures as appropriate to the business activity at the Counterparty and Commodity Group level as specified by RAC

Setting of limits on a daily basis is the responsibility of the individual Commodity Group managers in conjunction with the Product Control Group.  Limits can never be greater than the available limit as determined by the Enron Corp. Credit Risk Management Group.

IV. Limit Violation Notification Requirements

Notwithstanding the other provisions of this Policy, any violation of Online Trading limits must be reported to the designated RAC personnel responsible for individual commodity groups.  Such report must be made prior to entering into a Transaction if there is sufficient reason to believe that a limit violation will occur.

All other violation of limits must be reported in accordance with the Enron Corp. Risk Management Policy.

V. Operations and Controls

Notwithstanding the provisions in the Enron Corp. Risk Management Policy, Enron Online will comply with the following:

A. Position Reporting.  The Enron Online Product Control Group will prepare and distribute a daily report similar to the Enron Corp. DPR which highlights the activities of Enron Online.

B. Transaction Approvals. Only those employees designated by the Enron Corp. Chief Risk Officer or his designee will be authorized to enter into Online transactions on behalf of Enron Corp.

VI. Policy Amendment Authority

Any and all changes to the Online Trading Policy are subject to approval by the Chief Risk Officer of Enron Corp.  Any changes to parameters used in the aggregation and measurement of risk or methodologies for calculating parameters must be approved by the Authorized RAC representative(s) for each Commodity Group.

VII. Definitions

“Notional Positions” are undiscounted volumes multiplied by the price for each transaction.  Options will be incorporated at their ‘delta-equivalent’ value.  Notional positions will be aggregated into Commodity Group positions for purposes of limit monitoring. Aggregation rules are approved by RAC.

“Potential Exposure” are notional volumes multiplied by a dollarized ‘sigma-factor’.  The sigma-factor is a statistically based multiplier that is intended to represent the potential one day market move with a 95% Confidence Interval.  Calculation of Sigma Factors will be the responsibility of Product Control with approval by RAC.  Sigma factors should be re-evaluated once per month or as markets dictate.

Potential Exposure will be calculated by Product Type and aggregated into Commodity Groups using correlations calculated by Product Control and approved by RAC

“Counterparty Notional Position” are undiscounted volumes multiplied by price for each transaction and aggregated by Counterparty for each product type and commodity group for purposes of limit monitoring.  Aggregation rules are approved by RAC.

“Counterparty Potential Exposure” are notional volumes multiplied by a dollarized counterparty ‘sigma-factor’.  The counterparty sigma-factor is a statistically based multiplier that is intended to represent the expected losses occuring from counterparty default.  Calculation of counterparty sigma factors will be the responsibility of Product Control with approval by RAC.  Sigma factors should be re-evaluated once per month or as markets dictate.

Counterparty Potential Exposure will be calculated by Product Type by Counterparty and aggregated into Commodity Groups using correlations calculated by Product Control and approved by RAC

VII
Product Inventory

VIII
GTC and Master Agreement Inventory

IX
Glossary of terms

X
Updates to this manual

Operational Policy & Procedures





Underlying Transaction Systems





Pulp & Paper





Weather Derivatives





Emission Allowances





European Electricity





European Natural Gas





Risk Monitoring





IT development





Website 





Online System





Audt log review





Help Desk 





News Desk





Registration





Documentation





Reporting





Product set - up





Disputes resolution





Product Control





External permissions





Internal permissons





System Administration





Commercial





Coal





NA Electricity





Global Liquids





NA Natural Gas 





Metals & Minerals
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