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	To:
	Ted Murphy
	
	

	
	
	
	

	From:
	Coralie Evans
	Department:
	ECT-Europe

	
	
	
	

	Subject:
	Risk Management Trading Policy Violation 
	Date:
	15 May 2001

	
	
	
	


Please note the occurrence of Risk Management Trading Policy violations with respect to the Continental Power 5-day Loss Limit, as of business day 14 May 2001.

Occurrence:

The book reported a 5-day loss of $(5.24m) as at close of business day 14 May 2001. The 5-day Loss Limit is currently 125% of the VAR Limit of $4m, being $(5m).

Justification:

5-day Loss Limit Violation

The loss was primarily due to delta ($3.2m): the German curve fell by €0.5, primarily in the prompt month, against a net long position of 4.2 TWh, and the Dutch curve rose by €1 in 2002 and €1.4 in 2004 against a net short position of 1 TWh.

A further $1.9m of the loss was due to PMAs.  These were caused by historic trade booking errors, primarily in the Spanish book.
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