[image: ]	Interoffice Memorandum
To	Rick Buy, Mark Frevert, George McClellan, Ted Murphy, 
	David Port, Cassandra Schultz, Jeff Shankman, John Sherriff,
	Jeff Skilling, File Copy
From	Chris Abel / Kenneth Thibodeaux	Department:	Risk Management
Subject:	Limit Violation	Date:	February 13, 2001
—————————————
Please note below the occurrence of the following limit violation as of the close of business February 12, 2001.
Enron Global Markets - Coal Trading
	Violation:	Net Open Position Limit
	Limit:	15 Million Tons
	Net Open Position:	(18.4) Million Tons
	Explanation:
Coal desk entered into a 7 year MTM contract to sell coal. The coal desk feels their true NOP is relatively flat if their existing 7-year accrual based contract to buy coal was captured in the books.  Limit issue due to differing accounting methodology to be addressed.

RAC Comments:	
	Differing accounting treatments for positions (accrual v. MTM) is not an acceptable justification for exceeding limits.  Current limits are designed, inter alia, to protect published earnings from large and unusual swings due to movements in commodity markets.
	RAC Recommended Course of Action:
	Increase 	'	Decrease 	'	No Action	'
	
	





Approvals:
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