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Reporting
Reporting remains an area of intense interest to 
the industry. Many panel participants believed that 
the European Regulation on Wholesale Energy 
Market Integrity and Transparency (Remit) deadline 
in October was handled better than expected. But 
more onerous and complex reporting requirements 
were still to come, with the inclusion of off-venue 
trades from March and April.

There is still much uncertainty around the exact 
requirements of reporting to regulators. It is known 
that regulators will need transaction, order and 
physical data, which even seasoned financial 
firms are finding challenging. The complexity of 
the instruments only adds to the difficulty. Venue 

settlement. But over-the-counter may have 
dozens of life-cycle events to be reported, such as 
optionality and redirection. It will not be easy to 
fulfil regulatory requirements by April.

 
Internal buy-in
It has been argued that regulators may influence 

decisions at board level. But the panel believed 
that surveillance programs remain a difficult sell 
to top management as they can be expensive 
and disruptive to existing processes. The key to 
acquiring surveillance programs is in the skilful 
presentation of their effectiveness and importance 
to the boardroom.

The most discussed subject among the panel 
members was regulation. The Agency for the 
Cooperation of Energy Regulators has recently 
been flexing its muscles by imposing fines. These 
are likely to become more frequent as the regulator 
turns its full attention to investigations of market 
abuse. Perhaps even more damaging will be the 
reputational effect of malpractice – will parties 
want to trade with such a counterparty? Could they 
attract investment?

Trade surveillance can help prevent abuse and, 
just as importantly, it can significantly alter the way 
the regulator treats a company if it is investigated. 
By showing a regulator that a good-faith investment 
in surveillance has been made, and abuse has been 
detected before the regulator stepped in, exchanges 
are likely to be far less hostile. 

 
Expense and talent
Installing a trade surveillance system across a large 
trading technology estate is time-consuming and 
expensive, although not as expensive as paying the 
fines for avoiding it.

The panel agreed that a company requires 
highly skilled personnel – with in-depth knowledge 
of both the energy market’s volatility and of 
trading surveillance – to effectively operate these 
complicated systems. Recruiting good staff is 
expected to be difficult and expensive, as looming 
regulatory deadlines and a stampede to hire cause a 
‘talent crunch’. 

Technology
Simply throwing money at a problem to solve 

technology is paramount. Energy companies should 
not think of these systems as a conveyor belt, 
pulling in their data and feeding it to the regulator, 
with little thought as to what goes on in between.

The aim of trade surveillance is to uncover 
abusive trading practices, which are often very 
complex. If a company is serious about detecting 
problems before the regulator does, it needs quick 
and powerful search and analysis capabilities. 
This requires ad hoc searches across current and 
historical data, and the ability to spot and analyse 
patterns and anomalies across that data. That is no 
mean technological feat.

 
Culture
Successful trade surveillance entails forming the 
right attitude in personnel as much as acquiring the 
right technology. Instilling a culture of compliance, 
not complacency, in the workforce was thought to 
be the single most important action carried out by 
those at the briefing. They found it is important to 
ensure there is no culture of ‘if it’s not banned yet, 
it’s fine’. Many traders who thought that way are 
now embroiled in scandals such as li bor. Traders 
undecided about how to act on a particular trade 
should not be asking whether their actions are on 
a list of banned practices, but whether they are 
consistent with a fair and orderly market.

These are just a few of the technological 
challenges identified by attendees at the event, 
but it is clear they are the primary concerns of 
major participants in the energy trading space. But, 
however painful introducing a trade surveillance 
program might be in the short term, the long-term 
gains are sure to be worthwhile.

Technology and regulation
Energy Risk, in association with Openlink , presents a summary of a technology and regulation breakfast briefing held recently in 
lon don. The invitation-only event convened heads of regulation and compliance, chief technology officers, consultants and risk 
managers from energy companies to discuss the issues concerning the industry 
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