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To:
The Finance Committee of the Board of Directors








From:
Jeff Skilling and Rick Buy 
Department:
Risk Assessment and Control






Subject:
Changes to the Risk Management Policy
Date:
December 11, 2000

I. We are recommending BOD approval of the following amendments to the Risk Management Policy:

Note: Enron Corp. Aggregate VaR Limit - - - NO CHANGE REQUESTED - - - $100 MM

· Permanent Limit increases to Permanent Commodity Groups within the Trading Portfolio:

Additional 










Proposed 


Discretionary

Existing







Permanent 


Limits * 

Permanent

Pulp & Paper 
Net Open Position Limit

500,000 MT





300,000 MT

Maturity / Gap Limit


500,000 MT





300,000 MT
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VaR Limit 



$5 MM



$2 MM


$3 MM

North American Natural Gas
Net Open Position Limit

500 Bcf






300 Bcf

Maturity / Gap Limit


200 Bcf 3-month 




350 Bcf 12-month

VaR Limit



$60 MM (no change)




$60 MM

· Permanent Limits requested for Commodity Groups under the Interim Policy:







Proposed 


Discretionary

Existing






Permanent 


Limits * 

Interim
Lumber
Net Open Position Limit

44 MM Board Feet




44 MM Board Feet **

Maturity / Gap Limit


44 MM Board Feet




44 MM Board Feet **

VaR Limit



$0.5 MM





$0.5 MM **

Steel 

Net Open Position Limit

1,500,000 MT

  
  80,000 MT

100,000 MT

Maturity / Gap Limit


2,500,000 MT


160,000 MT

200,000 MT

VaR Limit



$5 MM



$1 MM


$1 MM



· Permanent Limits requested or modified for Interim or Permanent Commodity Groups:

Proposed Combined 

Existing Credit

Existing Debt

Permanent Limits

Interim Limits

Permanent Limits

Credit Trading 





Net Open Position Limit

$750,000 DV01/bp total

$100 MM

$250 MM






$  50,000 DV01/bp individual


Maturity / Gap Limit


N/A



N/A


N/A

VaR Limit



$5 MM



$1 MM


$2 MM

North America Cross-commodity

Proposed 


Existing

(rename as NA Portfolio Management)
Permanent Limit

Discretionary Limit

VaR Limit (no position limits)

$5 MM



$5 MM 

· New Commodity Group was granted limits under the Interim Policy:
DRAM Chips



Interim Limits

Net Open Position Limit


2 MM 128M SDRAM PC100 Equivalent Chips

Maturity / Gap Limit



1.5 MM 128M SDRAM PC100 Equivalent Chips

VaR Limit




$1 MM

· Modification to Commodity Group limits already granted under the Interim Policy:

Agricultural Trading – Soft Commodities, Grain, Livestock

Extended to 3/31/01

Advertising Trading






Extended to 3/31/01

Columbian Electricity





Cancelled 11/30/00




Proposed Requirements
Existing Requirements

· Loss Notification Requirements:
Daily Loss in any Commodity group or Portfolio:

· Report to Business Unit Office of the Chairman
100% of VaR


not specifically stated

· Report to Enron Corp. President


125% of VaR


50% of VaR

· Report to Enron Corp. Chairman


150% of VaR 


75% of VaR

· Report to Audit Committee


no reporting at commodity 
all are reported quarterly

group level




Cumulative 5-day Loss in any Commodity Group or Portfolio:

· Report to Business Unit Office of the Chairman
125% of VaR


not specifically stated

· Report to Enron Corp. President


150% of VaR (no change)
75% of VaR

· Report to Enron Corp. Chairman


175% of VaR (no change)
100% of VaR
· Report to Audit Committee


no reporting at commodity 
all are reported quarterly

group level

Enron Corp. Aggregate Daily Loss:

· Report to Enron Corp. President


50% of VaR (no change)
50% of VaR

· Report to Enron Corp. Chairman


75% of VaR (no change)
75% of VaR
· Report to Finance Committee Chairman 

115% of VaR (no change)
115% of VaR
Enron Corp. Aggregate Cumulative 5-day Loss:

· Report to Enron Corp. President


75% of VaR (no change)
75% of VaR

· Report to Enron Corp. Chairman


100% of VaR (no change)
100% of VaR 
Finance Committee Meeting











Finance Committee Meeting











76





75





Finance Committee Meeting








                 *   Discretionary Limits will expire upon approval of proposed permanent limits


 **  Lumber interim limits granted 5/4/00 were increased and extended on 10/31/00 to these amounts under the interim policy

                   Respect
            Integrity
Communication
                 Excellence
Form 000-469-1 (7/92)

Your Personal Best Makes Enron Best
Communicate- Facts Are Friendly

Better, Faster, Simpler

Form 000-469-1 (5/92)


