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99 | Power Risks taken into account: VIR: Exchanges, broker platfoms, most business s done OTC (60- 80%) Exchanges as CP, OTC clearing, collateral, guarantees, margining, monitoring ofrisks, | Main risk contributing product depends mainly Nearly all companies conduct their | Mostly mentioned are forwards and | Business is conducted with energy finms, uiltes, i have ring-fenced their prop trading from the Some Al companes are dealing with Only a fow companies are dealing with
most companies MR and CR; some OpR and liquidity risk; a few all use VAR models, 95% to 99%, 1-20 days (var-covar, Monte-Carlo), some have naster agreements, neting agreements on the business focus of the company, ie. business in Europe (except futures, a few companies mention | firms, funds; a few are dealing with consumers. companies do proprietary trading only. unregulsted counterparties. However, | retail clents.
regulatory risk, country risk, FX risk, legal risk. dditional snsitviy measurmnt some conduct s sting electricity producers it s power, for oil companies products ke US gas), some mainly in | options and swaps. the percentage of unregulated
Most important risk: include CCR under CR): il etc. For some companies actual volatility of thel their own country counterpartes seems to vary widely.
most mention MR and when mentioned liquidiy risk (because of lmmlmmg o xposure i, Cvar,use of st netting agrecments and colltral, specific market is important for main risk
volatilty). For some CR s the most important risk. CCR potential future exposure, some conduct siress-testing contribution
OpR:
monaged qualitatively
% [0l Risks taken into account: MR: Exchanges, broker platforms, most OTC Exchanges as CP, OTC clearing, collsteral, guarantees, margining, monitoring offisks, | Main risk contributing product depends mainly Some companies conduct business in_| Forwards, futures, options and swaps | Business is conducted with energy fins, utlites, financial | One companies has ring-fenced ts proprietary trading from the other business, other companies | Most companies are dealing with | Only a few companies are dealing with
most companies MR, CR and OpR. some finms liquidity risk; a fow all use VAR models, 95% to 99%, 1-20 days (var-covar, Monte-Carlo), some have naster agreements, nelting agreements on the business focus of the company, ie. Europe, others conduct their business firms, funds; a few are dealing with consumers. have not. Some companies o proprietary trading only. unregulsted counterparties. However, | retail clents.
regulatory risk, country risk, FX risk, legal risk additional sensitivity measurement, some conduct stress-testing clectricity producers i s power, for oil companics world-wide the percentage of unregulated
Most important risk: lude CCR under CR) il etc. For some companies actual volatility of thel counterpartes seems to vary widely.
most mention MR. For some CR is the most important risk, forone | monitoring of exposure linits, Cvar, use of master netting agreements and colateral, specific market is important for main risk
company OpR s the most important risk. CCR potential future exposure, some conduct siress-testing contribution
OpR:
monaged qualitatively
£l Risks taken into account: MR: Exchanges, broker platfoms, it seem so that most business is done OTC | Exchanges as CP, OTC clearing, collateral, guarantees, murgining, monitoring of risks, | Main fisk contributing product depends mainly’ Nearly all companies conduct their | Forwards, futures, options and swaps | Business is conducted with energy fins, utlites, financial | One companies has ring.-fenced ts proprietary trading from the other business, other companies | All companies are dealing with (Only a few companies are dealing with
most companies MR and CR; some OpR and liquidity risk; a few all use VAR models, 95% to 99%, 1-20 days (var-covar, Monte-Carlo), some have naster agreements, netting agreements on the business focus of the company, ie. business in Europe (except firms, funds; a few are dealing with consumers. have not. Some companies do proprietary trading only. unregulsted counterparties. However, | retail clents
regulatory risk, country risk, FX risk, legal risk. sdditional snsitviy measuremnt some conduct s sting electricity producers it s power, for oil companies products like US gas), some mainly in the percentage of unregulated
Most important risk: include CCR under CR): il etc. For some companies actual volatility of thel their own country counterpartes seems to vary widely.
most mention MR. For some CR s the most important rsk, one lmmlmmg o xposure lmt, Cvar,use of st netting agreements and colltral, specific market is important for main risk
company mentions OpR. CCR potential future exposure, some conduct siress-testing contribution
OpR:
monaged qualitatively
9 [Emission Risks taken into account: MR: Exchanges, broker, most OTC Exchanges as CP, OTC clearing, collsteral, guarantees, margining, monitoring offisks, | Main risk contributing product depends mainly Nearly all companies conduct their | Forwards, futures, one company Business & conducted with energy fimms, utiliies, fi have ring-fenced trading from the other business, other companies| All companies are dealing with (Only a few companies are dealing with
most companies MR, CR and OpR. some finms liquidity risk; a fow all use VAR models, 95% to 99%, 1-20 days (var-covar, Monte-Carlo), some have naster agreements, neting agreements on the business focus of the company, ie. business in Europe, some mainly in | mentions swaps firms, funds have not. Some conpanies do propreary tading ony unregulated counterparties. However, |retail clients (but mainly large
regulatory risk, country risk, FX risk, legal risk. dditional snsitviy measurmnt some conduct s sting clectricity producers i s power, for il companies their own country the percentage of unregulated industrials)
Most important risk include CCR under CR): il etc. For some companies actual volatility of thel counterpartes seems to vary widely.
most mention MR. For some CR is the most important risk. lmmlmmg o xposurelmt, Cvar,use of st netting agrecments and colltral, specific market is important for main risk
CCR potential future exposure, some conduct siress-testing contribution
OpR:
monaged qualitatively
99 [ Climate Risks taken into account: MR: (OTC, broker (OTC clearing, collateral, guarantees, margining, monitoring of isks, master agreements, | Small sk contribuion Allcompanies conduct their business | Futures, options, swaps Business is conducted with utilties. financial frms, funds | No company has ring-fenced their proprietary trading, however, most companies do proprietary | All companies are dealing with No company is dealing with retail
ME R one fom Opfand iy sk all use VAR models, 95% to 99%, 1-20 days (var-covar, Monte-Carlo), some have netting agreements in Europe, some mainly in their own trading only. unregulated counterparties clients
Vos  important risk: additional sensitivity measurement, one conducts siress-testing country
ane fim MR, one i OpR R (most include CCR under CR):
Cvar, CCR potential future exposure, one conducts stress-testing
OpR:
manaved aualitatively
9 [Metal Risks taken into account: M Exhange, OTC Exchanges as CP, OTC clearing, collsteral, guarantees, margining, monitoring of fisks, | Main risk contributing product depends mainly Most of the business is conducted in | Futures, options, swaps (on firm Business is conducted with industrial firms, financial fims, | No company has ring-fenced their proprietary trading, however, some companies do proprietary | All companies are dealing with One company is dealing with retail
MR R OpR one iy sk /AR models, 99%, 1 day (Monte-Carlo), some have additional sensitivity measurement, naster agreements, neting agreements on the business focus of the company, ie. for the EEA (London), some finms have | forwards) funds trading only. unregulated counterparties clients
Most impor stress-testing, two firms volumetric controls clectricity producers i s power, for il companics business outside EEA
ane fm Ch one MR & CR CR (most include CCR oil etc.
Cuar, CCR potental faur oposue,stess esting
OpR:
99 [Precious met. Risks taken into account: MR: Exhange, OTC Exchanges as CP, collateral, guarantees, margining, monitoring of risks, master Main risk contributing product depends mainly. Most of the business is conducted in | Futures, forwards, options, swaps | Business is conducted with indusrial fims, financial fims, | No company has ring.-fenced their proprietary trading, however, some companies do proprietary | All companies (except one) are dealing | Two companies are dealing with retail
MR, CR, one fim OpR AR models, 9%, 1 day (Monte-Carlo), some have additional sensitivity measurement, agreements, neting agreements on the business focus of the company, ie. for the EEA (London), some finms have funds trading only. with unregulated counterparties. clients
Most important risk: stress-testing, two volumetric controls clectricity producers i s power, for oil companics business outside EEA
one fimm CR, one fim MR |CR (most include CCR under CR oil etc.
Cvar, CCR potential future exposure, stress-testing
OpR:
99 [Cereals Risks taken into account: M Exchange, OTC, regional markets Guarantces, imits, arge exposure limits, give up agreements Main risk contributing product depends mainly. Futures, forwards. Futures, forwards. Business is conducted with producers, financial fims (One company is dealing with One company is dealing with retail
® VAR models, additional sensit +, monitoring of limits on the business focus of the company, ie. unregulated counterparties clients
Most important risk: |CR (most include CCR under cm clectricity producers it s power, for oil companics
? CCR potential tests torine of imits et
9 [ Coal Risks taken into account: M Exchange, broker platforms, OTC Exchanges as CP, OTC clearing, collsteral, guarantees, margining, monitoring of fisks, | Main risk contributing product depends mainly Most of the business is conducted in | Futures, forwards, swaps. Business is conducted with energy firms, financial f have ring-fenced their prop trading, others not, do ‘Allcompanies (except one) are dealing | One company s dealing with retail
B CRone fom Opone mentions regbtory and county sk VAR models, 99%, 1-5 days (Var-covar, Monte-Carlo), some have additional sensitivity noster agreements on the business focus of the company, ie. for the EEA funds proprietary trading only. with unregulated counterparties. clients (large industrial customers)
Vost important risk: measurement, stress-testing clectricity producers i s power, for il companics
ane fim MR, one i OpR R (most include CCR under CR): oil etc
Cvar, CCR potential future exposure, stress-testing
OpR:
manaved aualitatively
£l Risks taken into account: MR: Exchange, brokers, OTC Exchanges as CP, collateral, guarantees, margining, monitoring of risks, naster Main risk contributing product depends mainly. Most of the business is conducted in | Futures, forwards, swaps. Business is conducted with energy fioms, financial fins, | One company has ring-fenced is proprietary trading from the other business, other companies have | All companies are dealing with No company is dealing with retail
MR, CR,OpR VAR models, 95%- 99%, 1 day (Monte-Carlo), some have additional sensitivity agreements, netting agreements on the business focus of the company, ie. for the EEA, one fimi has business outsidel funds not. One company does proprietary trading only. unregulated counterparties clients
Most important risk: measurement, stress-testing, one volumetric controls clectricity producers i s power, for il companics EEA
MR |CR (most include CCR under CR oil etc
Cvar, CCR potential future exposure, stress-testing
OpR:
C rswans and ontions. = d ISDA asreement ne o 2 mio EUR i " . E o ves no
etal Lead C rswans and otions’ 1 o ISDA asreement. ne no 188 mio EUR 1 u c E no [ves no
I C rswans and otions’ . o ISDA asreement. ne no 22 mio EUR 1 u c E no [ves no
recious Met. (Gold) || rswans and otions’ 1 o ISDA asreement. ne no 2 mio EUR 1 u c E no [ves no
recious Met. (Siver) __|C| rswans and otions’ 1 o ISDA asreement. ne no Amio EUR 1 u c E no [ves no
C rswans and ontions’ . o ISDA asreement. ne no 5.1 mio EUR 1 u c E no [ves no
0l Kerosine C rswans and otions’ 1 o ISDA asreement. ne no 22 mio EUR 1 u c E no [ves no
10il C rswans and otions’ 1 o ISDA aereement ne no 2.9 mio EUR 1 u c E no [ves no
Gas Ol C rswans and otions’ 1 o ISDA asreement. ne no 82 mio EUR 1 u c E no [ves no
Ol Diesel fuel C rswans and otions’ . o ISDA asreement. ne no 0.3 mio EUR 1 u c E no [ves no
Emission allowances C rswans and onts 1 o ISDA asreement. ne no 1.8 mio EUR. forwards u c u no [ves no
Power (Continental) ‘R, OpR; Most important: MR RN (1o por commadiy andoveral) R Caionly pr soumtopary mo por % - 25% (depending on maturity of market) OTC: 15% (OTC: cash-collaterals Exchanges: magins Ist contributor, MR 1120 TWh; 25% cleared througha _|outside Germany: 24% outside Europe: | Physical forwards: Futures 1) specialist firms (energy) 2) large financial investment firms | Yes, trading unit i seperated fiom generating business. Yes No
commodity or instrument Market share = sales volume / market sales volume; percentage exchange clearinghouse 0%
traded vs OTC 33/67; percentage physically settled vs cash settled 69/31;
vercentage hedeing vs pronrietary 1000
59 [Power (UK) MR, CR_OpR; Most important: MR MR: VaR (ic. per commodity and overall) CR: CvaR;only per counterparty not per | OTC: 20% Market share = sales volume / market sales volume; percentage| OTC: cash-collaterals Exchanges magins. 3rd contributor, MR 200TWE: 07 lard hrowgla ot Gomany: 1007 autside Physical forwards; Futures 1) specialist firms (energy) 2) large financial investment firms | Yes, trading unit i seperated fiom generating business. Yes No
commodity or instrument exchange traded vs OTC 295; percentage physically settled vs cash clearinghouse Europe: 0%
settled 1000
59 [Gas MR, CR_OpR; Most important: MR MR: VaR (ie. per commodity and overall) CR: CvaR;only per counterparty not per | OTC: 10% Market share = sales volume / market sales volume (OTC: cash-collaterals Exchanges: magins 2nd contributor, MR 360 TWh (outside Germany: 0% outside Europe: | Physical forwards. 1) specialist firms (energy) 2) large financial investment firms | Yes, trading unit i seperated fiom generating business. Yes No
commodity or instrument
58 (ol MR, CR_OpR; Most important: MR MR: VaR (ie. per commodity and overall) CR: CvaR;only per counterparty not per FCE Ry < 5 O1C: < 5 et e~ vl et s |O1C: o ol Exbanges: agins 1.560 Mio bbl outside Gormany: 9% outsile Earope: |Spread products; Faares 1) specialist firms (energy) 2) large financial investment firms | Yes, trading unit i seperated fiom generating business. Yes No
commodity or instrument volume; percentage exchange traded vs OTC 10/90; percentage
Dhvsicallv settled vs cash settled J98: percentase hedeine vs broprietary
59 [Coal (+ Freight) MR, CR_OpR; Most important: MR MR: VaR (ic. per commodity and overall) CR: CvaR:only per counterparty not per | OTC derivat.s: 10% Physical: 2% of global trade Market share = sales | OTC: cash-collterals Exchanges: magins. 160 Mio mt (outside Germany: 95% outside Europe: | Physical forwards. 1) specialist firms (energy) 2) large financial investment firms | Yes, trading unit i seperated fiom generating business. Yes No
commodity or instrument volume / market sales volume; percentage exchange traded vs OTC 99/1; %
percentage physically settled vs cash settled 15/85; percentage hedging
vs ronrietarv 30/70
59 |Emission allowances. MR, CR_OpR; Most important: MR MR: VaR (ie. per commodity and overall) CR: CvaR;only per counterparty not per | OTC Market share = sales volume / market sales volume; percentage | OTC: cash-collaterals Exchanges magins. 140 Mio EUA outside Germany: (% outside Europe: | Physical forwards. 1) specialist firms (energy) 2) large financial investment firms | Yes, trading unit i seperated fiom generating business. Yes No
commodity or instrument exchange traded vs OTC 30/70; percentage physically settled vs cash %
settled (V100: percentase hedzine vs proprietary trading SIS0
62 [ Ol precious met. (Gold) | MR VaR_ sensitivity linit Exchange traded futures - NYMEX. Exhange traded NO it s traded like a supplement (o other isks | Very small -hundreds of contracts per Futures Large Financial Group NO (05 we do not intend to trade with
month unrepulsted ones
62 (O, metal (aluminium), | CR Credit ks (OTC market — hedging of clients appetite for commodity fisk —mostly | Back to back trading for clients NO Options Large Financial Groups NO VES; we offer new structured products
precious met (platinum, structured transactions with commodity underlying to clients
silven)
7 [ Crude & refined oil We take into account various forms of MR (e.g. VaR, concentration risk| Monte Carlo VaR for MR Potential credit exposure for CR. On exchange and OTC Collateral agreements. Trading through exchanges with margin calls Yes, itis a main contributor (o all our isks, 60OM bbls a month, 80% listed Trading activity booked in London | Futures, options and swaps Consumers, Producers, Other banks and trading houses | Trading only. Yes, hedge funds No
broducts liouidity risk). CR and OpR. CR is probably the most sienificant.
& [Natural gas We ke o account vrious oms of I (. Vo concentmtion il Mot Corlo Vall o M. Potetl i xposure for O On exchange and OTC Collateral agreements. Trading through exchanges with margin calls [This i a smaller contributor than ofl but the 200K MMBTUs a month, 95% OTC | Trading activity booked in London | Futures, options and swaps [Consumers, Producers, Other banks and trading houses | Trading only Yes, hedge funds No
liouidity risk). CR and OpR. CR is probably the most sienifica business is exanding
67 [Emission allowances We take into account various forms of MR (c.g. VaR, concentration risk Monte Carlo VaR for MR. Potential credit exposure for CR. On exchange and OTC Collateral agreements. Trading through exchanges with margin calks (This s a relatively snall activity Small volumes as murket s developing | Trading activity booked in London | Futures [Consumers, Producers, Other banks and trading houses | Trading only. Yes, hedge funds No
liouidity risk). CR and OpR. CR is probably the most sienificant.
&7 [ Metal (Base metals) We take into account various forms of MR (e.g. VaR, concentration risk| Monte Carlo VaR for MR Potential credit exposure for CR. On exchange and OTC Collateral agreements. Trading through exchanges with margin calls Yes, itis a main contributor (o all our isks, 35M mt a month, 90% listed Trading activity booked in London | Futures and options [Consumers, Producers, Other banks and trading houses | Trading only. Yes. hedge funds No
liouidity risk). CR and OpR. CR is probably the most sienificant.
7 [Precious Met We take into account various forms of MR (e.g. VaR, concentration risk Historical VaR for MR Potential credit exposure for CR. On exchange and OTC Collateral agreements. Trading through exchanges with margin calls Yes, itis a main contributor (o all our isks, 600K t 072 month, 50% OTC Trading activity booked in London | Futures and options Consumers, Producers, Other banks and trading houses | Trading only. Yes, hedge funds No
liouidity risk). CR and ObR. CR is probably the most sienificant.
8 [Precious Met. (Gold) We consider both MR and CR, although the last one i less significant] We have an intemal limit system approved by Board of Director to control MR for| We operate in OTC market. We haven 't any statistics related to derivat.s| Related to MR we usually hedge clients positions on the institutional market. Related to| No. 1)90% 2) 40% (Options, forwards. Large financial groups and occasionally specilist frms. | The assets of our trading activity are integrated in the rest of business. We trade with regulated counterpartics| ves.
and is managed especially for corporate and retai clients (positions are|every type of instrument. We are developing a VAR system to cover both cash and| markets and “paper gold”. We have approximately 20% of ltalian market|CR we usually don't ask any specific collteral for gold trade to our clients and| (retail are not included).
considered in the whol client credit trust) derivat. instruments. At the moment, VaR is available only for derivat.s instruments and| share on physical (source: market research between murket participants - institutional counterparties
we use it only for options. We also trade on forwards to cover cash position and VaR] year 2005).
|resus would be misleadine ifwe didn't consider cash positions
51 [Power, cutently German | MR, CR, OpR. Internal liquidity rsk; Each risk type can lead o We manage the MR of our pool partners by using VaR (99%, 5d); different calculation | Exchange: (EEX); Broker Platforms: (GFI, ICAP, SPECTRON, PREBON, | EEX (not helpful or us in order to putchase power for our customers due to murgining | due to our business model MRs and CRs are | ca FUR 25bn pa. We trade only in German Power Physical forwards with counterparties | energy rading entities which belong to large energy fimms; | Trading is our main business. We mainly deal with unregulated
Poweris our most signifant osss if ot adequatly managed; MR and CRand foree | procedures fordiferent books () Pop rading Varane-Covarnce Method (Vega and | TFS, MAN FINANCIAL) OTC i dict teephone clls ey with requirements, we don’t have margin requirements for our customers); Cash collateral | transferred the remining risks like markets. Physical delivery of power | are most important for us to fulilour  |directly with large energy firms: municipal utiliies counterparties. Most counterparties in
important underlying. | mujeure events (part of OpR) are transferred to our pool partners; most | gama of options calculated Hedging book Residual risk, but usually with our customers; Market Share cannot be | from our pool partners; Cash collateral agreements with counterparties not uses since | contractual/legal risk or failute of systems wil X o purchase or sell physical power | (Stadtwerke); banks; energy trading entities which are joint Germany are currently unregulated.
significant risk for us could be contractual legal risk o failure of Additionally the mapping risk and spot price risks are considered u.mmmm.mm.m. indicated, absolute market volume is not known. We indicate our approx. [no synchronized agreements in place with our customers; Netting Agreements, EFET | constitute some fraction of our overall risk counterparties for German Power for our customers. Trading in options | ventures/companionships of municipal utiltes: large
approach); CCR transferred to pool partners (we manage their CCR). For the trading volume p.a.in TWh and i % of our total trading volume ‘EEX: 6 | Agreement contains netting clauses to offset positions in case of defaul; Credit trading which are located in 1)32% | with physical delivery are usefulin | industrial companics
Coumerparty i system o ok e ae callted nd thn aggregatd:sttement | TWh (37500 Bokor 154 TWh (83 50 OTC 20 TWh (155) Our | siggers areed i EFET Agsemont, o . eriation clse i cate o on pesorman located in 2): 12% Clearing only via | order to tailor customer products, e.g.
visk (or dlivery risk) and presettlement sk oreredit exposure) OpR s ot determined.|overallarket share of physicaldeiveries comprises 4% of German povwe| Crodit Support Docurments parent company guarantee or simiar EEX, Leiprig 10 offer discount products
by quantitative methods it i managed qualitatively. Legal risk is managed by consumption
incorporating legal counsel. Internal liquidity risk (. the ability to meet financial
obligations) i regarded as eminent and surveyed for the following 3-4 months with
quantitative methods.
51 [Oil coal, climate (weather) | MR, CR, OpR, Internal liquidity rsk; basis risk can play a role within | MR VaR (99%, 5d) Variance Covariance Method. In order to capture basis risk an Only OTC; Overall market share difficull o assess by for the largest Netting Agreements in master agreements; Credit riggers in moster agreements; Credit | OpR and Legal Risk will constitute some fraction |ca EUR 10m p.a.; (total volume EUR | Tumover with counterparties which are| Swaps, caps, floors, collars customers which are municipal utilites; banks: fnancial | Trading is our main business Customers to which we ofer products | No.
derivatives MR Most significant risk for us: OpR; MR currently not eninent since |additional amount is determined and added. CR we calculate the Maxinum Exposure | player of regulated German energy fims almost exclusive provider of | Support Documents (parent company guarantee or sinilar) of our overall sk 50 m) located in 1) 27% located in 2): 15% no| institution for commodity price risk management
we trade largely back-to-back or almost back-to-back with some basis | (90% confidence) for each deal at expiry and add the Maximum Exposures on a financial energy derivatives for those 150 energy fims which belong to clearinghouse are currently unregulated
risks: CRis deemed as very low: OpR is important since IT systems for |counterparty level to obtain a charge for the credit limit. Settlement Risk is considered [ the XXX Group
handling such products are hardly in place. Contractual risks are not | implicily by keeping the limit charge for pre-settlement risk until § business days afier
negligible since there are different master agreements.; Intemal liquidity |expiry (when cash settled amounts are usually transferred). OpR is managed
risk hardly relevant. qualitatively. We adhere to the New Product Process as described in MaH before
adapting new products. Legal risk is managed by incorporating legal counsel. Internal
liquidity risk plays not a significant role due to monthly settlement and rather low
payments.
51 Gas, Gos trading in MR, CR_OpR, Intenal liquidity risk; Currently, for gas trading OpR is | Risk Measurement framework wil develop with increasing volumes. MR and CRs are | Overall market share of our customers: 237% of Germman gas consumption; | We expect similarty (o power market once the market is built up. Contribution (o overall isk will ncrease gas trading staried in 2006 gas trading started in 2006 We expect similarity (o power market | Curtently; energy trading entiies (e.g. GmbH or Linited) | Trading is our main business. Currently we only deal with No
Continental Furope is | deemed as most important especially transportation risk. But also deemed to be very similar to power. Some specifics like transportation, gas quality, | Due to our customer base we expect to conclude a multiple of the once the market s functioning. which belong to large energy fims; directly with large unregulated counterparties
currently emerging. We | contractual isk is eminent. cross border trading will aise attention when managing Op volumes in gas trading than for power once the market s functioning energy firms; municipal utiliies (Stadtwerke)
have concluded our first
test deals recently.
51 [Emission Allowances | MR, CR, OpR, Internal liquidity risk; MR i deemed as very important | MR, VaR (99%, 5d) Variance Covariance Method; CR; we calculate the Maximum EEX; Brokers; OTC with customers ;Overall market share s negligible | Netting Agreements in master agreements; Credit riggers in mas ter agreements; Credit | Rather not ca EUR 15m pa. [Tumover with counterparties which are| Spot and forward deals with physical | energy trading entities which belong (o large energy fims; | Trading is our main business We mainly deal with unregulated No
since there have been extreme price jumps in the past. Due to the high | Exposure (90% confidence) for each deal at expiry and add the Maximum Exposures on Support Documents (parent company guarantee or sinilar) located in 1) 68% located in 2: 8% | delivery of allowances directly with large energy finms; municipal utilities counterpartis. Most counterparties in
uncertainty with price fluctuation we rarely hold positions, thus MR s ~[a counterparty level to obtain a charge for the credit it Settlement Risk is considered (Stadtwerke); banks; energy trading entities which are joint Germany are currently unregulated.
low: since there are different master agreements in place contractual [ for the time period between delivery of Allowances and payment which can be up to ventures /companionships of municipal utiltes; large
risks are to be considered. two months. OpR is managed qualitatively. Internal liquidity risk plays not a significant industrial companies
role due to rlatively low amounts that are transferred
5 [0l gas, coca, coffee| MR of proprietary trading book; MR: Value-at-Risk (VaR) disregarding convenience yields; sensitivity limit Share s very small — the volume limits granted are just around 1%| Open MRs are assumed only in the segment of exchange traded futures. With regard to] No the contribution s insignificant — it traded future trades are| As positions are already tiny compared| Futures Large investment banks (e.g. JP Morgan, Goldnan Sachs).[Trading is the main business in commodities This is a question not necessarily| Yes, regarding the structures notes
cereals,  precious  met | Counterparty-risks (only major investment banks) ensures that plays on the convenience yield curve are impossible. Time series ofcach|of daily exchange traded volumes. the actual positions are even smaller. OTC business, market values are caleulated on a daily basis and Add-Ons are applied|to less than 1% of the overall VaR of our MR|amanged through our brokers. These|to daily exchange tumover (sce above), With regard to the very small client business it is largely| related to commodities only. There are| mentioned above, which are linked to
(palladium, ~ gold)  metal future is a risk factor in the VaR caleulation. Counterparties (back-o-back business of] OTC: total volumes are indicated above ~ they are tiny compared to the|for potential changes in murket values. Add Ons are derived considering at least the| positions. In terms of overall counterparty risk, t| brokers clear their business through afdaily twmover is even much smallei corporates with fuel hedging needs considerations  of  accepting| the performance of commodity indices.
(copper) notes and emdiy-swaps) must have pre-approved counterparty limits which are| market volatilties of the underlyings and the remaining maturity of the product. The use offis also insignificant clearinghouse compared to the tumover in the market. inregulned  counterprtcs  afteHowever, the busincss & smul
checked against current market values + MR Add-Ons. collateral management is possible in the same way as it would be applied to OTC Commodity tumover is also tiny| applying special procedures. These|compared to other notes being issued|
products in non-commodity areas. compared to our tumover in otherl considerations do not currently sterr|by us
markets (e.c. interest rte products), i usiness sector,
© [0l US gas. metals|MR and liquidityR, CR. OpR (including legal risk), settlement risk| VaR liits, (theoretical simulations, 9%, 1-day): in addition sensitivity limits (delta| We are conducting business on Exchanges and on OTC markets (se the| We have in place Masler agreements, netting provisions, collateral agreements, and|On_a_standalone basis, our_estimates o Futures, swaps, listed_options and| Producers / Traders: 50% Trading i our main business. We have isolated our broker business for compliance reasans. Ve deal with both regulated an|No
European power, European| reputational risk; MR (includ. liquidity risk) and CR most important | vega), where applicable limits for ex seasonality or spread; siress testing, CCR using] list above in the Introduction section). We are doing futures, forwards. initial margins for more risky counterparties convibution i trms of ek ik o s implid by OTC options orporates: 2 unregulsted companies active in OTC|
sas, CO2, Hybrid products potential future exposure swaps, cleared swaps, OTC outright swaps, OTC quanto Swaps, listed| historic VaR usage (2006 YTD) are: Oil 35% Financial Institutions: commodities trading. Besides financial
options, OTC Options Metls 3%, US Nt Gas 0%, and Earopea] Hedge Funds: 6% dealers, regulated utilties and some|
Energy 10% listed companies, the great majority of
our counterparts  are  unregulated|
64 [Heating ofl Diesel, Petrol | MR VR Regional market Limits No Based on the regional limitation of the | Based on the regi ofthe | Forward and spot transactions The contractual partners are farmers/end consumers and | The transactions are not operated for speculative purposes and thus without any ntention of Yes, compare responses (0 letters b | Yes, compare fesponses (o letters h
business, revenues are sml; clearing [ business, no revenues are eamed conpanies such as animal feed manuficturers and breweries. | trading and i and i
via clearing houses does not take place abroad.
due to the nature of the business.
64 [ Cereals (Wheat, Barky, | MR VR Regional market Limits No Based on the regional limitation of the | Based on the regional lmitation of the | Forward and spot transactions The contractual partners are farmers/end consumers and | The transactions are not operated for speculative purposes and thus without any ntention of Yes, compare responses (0 letters b | Yes, compare responses (o letters h
Oats, Com, Potatoes, soy business, revenues are sml; clearing [ business, no revenues are eamed conpanies such as animal feed manuficturers and breweries. | trading and i and i
wroats, rape) via clearing houses does not take place abroad.
due to the nature of the business.
1 [Metal (Base Metals) MRICR MR~ VaR model and volumetric measurements. CR — Mark to market plus potential | LMECOMEX/OTC including structured products/physical. Information | London Clearing House, collateral, guarantees, L/Cs, netting agreements, margin calls | Yes - MR and CR Approx450.000 deals per year — 48% | OFthe business not cleared through | Futures. forwards, options including | Producers, ref traders, funds. banks | N/A — our business & only trading Yes No - not under curtent FSA rules
future credit exposure based on intial margin on market share not readily available. LME/FSA may be able to provide |over credit limit, MR liits via L the LCH: 80% is outside the UK, 50% is| Eutopean, Asian and structured
some infomation for benchmarking outside the EEA products
71 [Precious Met. (including | MRICR MR~ VaR model and volumetric measurements. CR — Mark to market plus potential | OTC/COMEX/CBOT: Market share very low As above except there is no clearing house. (COMEX/CBOT cleared viaa broker) | No "Approx 10,000 deals per year. None via| 70% i outside the UK., 15% i outside | Forwards and options (European) | Banks, precious metals merchants N/A —our business is only trading Yes No - not under curtent FSA rules
bullion) future credit ewosure based on initial marzin 4 clearing house the EEA
T [Plastic MRICR VaR model and volumetric measurements. CR — Mark to market plus potential | LMEIOTC/Physical; Information on market share not readily available. | London Clearing House, collteral, guarantees, L/Cs, netting agreements, margin calls f| No Approx 2,000 deals per year and Futures, forwards and physical Producers and consumers N/A —ourbusiness i only trading Yes No - not under curtent FSA rules

future credit exposure based on initial margin

over credit limit, MR limits

expanding - 55% via LC

(Of the business not cleared through
the LCH: 90% is outside the UK, 60% is|
outside the EEA




