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1 Introduction

Enron has identified an opportunity to increase shareholder value through the provision of online trading services in the marketplace. 

This document outlines the Business Processes for such a system to operate successfully.

The key areas that require defining of Business Processes are:

· Customer registration  

· Authorisation of new traders within Enron 

· Setting up new products and control over existing products

· Transaction execution online

· Online transaction validation -  the main business processes include credit and market or position limit check.

· Interface between online system and Gas, Power and Global Liquids books, i.e. automatic deal data transfer from Enron Online Database into appropriate book after deal was validated online.

· Transaction confirmation and processing by middle office/back office/documentation departments. This should cover any deviations in the business processes for trades done online versus OTC trades.

· Process of disputes handling. This process will cover disputes on whether the deal is done or not as well as disagreements over particular commercial terms of a done deal.

· Documentation and Contracts

· Master Agreements and GTCs have to be put in place for all anticipated types of transactions, commodities and countries.

· All documents need to be translated into appropriate foreign languages.

· Viewing by users of their own account status – the system should allow to reconcile data in the Enron Online database against information in the books.

· Online news publishing 

· System news

· Trading groups news

· General energy related news

· Online trading help

Other Processes:

Strategic marketing process of building online client base has to be co-ordinated between traders, originators and marketing specialists. 

2 Business Processes

2.1 Customer Registration

The online customer base will include already existing Enron counterparties as well as new customers not having any trading relationship with Enron.

2.1.1 Marketing

It is suggested to prepare Marketing Packs and mail them to all potential customers. Marketing Packs should be written in different languages and describe Enron Online Trading System, process of making deals online, priority of clicks, disputes handling etc. and include a Customer Registration Form. Packs should be mailed to all potential customers approx. two weeks before the Online Trading System goes live. 

Folders may differ for different counterparties. For instance, for customers that do not yet trade with Enron, Marketing Pack should also provide necessary legal information, contracts to sign and copies of GTCs.

Information contained in the Marketing Folder should be also put online and be accessible via Enron Corp. home page. 

Registration Forms can be used to collect additional marketing information on potential customers, that at the later stages may be very important  for targeted advertising. Deeper knowledge of the customer base, i.e. their size, trading preferences, areas of potential interest etc. will allow Enron to sell customised advertising space and therefore, charge higher rates for advertising. 

2.1.2 Customer Registration Forms

Customer Registration Forms should include the following information:

· Company name, address and contacts 

· Names of authorised traders

· New customers (not trading OTC with Enron) will be required to provide info necessary for credit and legal approval

· Marketing information about the client, i.e. countries, commodities, expected number of trades, currencies, anticipated type of products etc.

· Languages in which customer prefers to have its screens and contracts set up

· Enron Online Help Line for feedback and disputes handling

Registration Forms received from customers will be forwarded to Registration Co-ordinator and System Administrator for processing. Existing Enron counterparties should be authorised to trade online within 24 hours. New customers will be authorised only after legal and credit approvals. 

A new customer must be signed off by Registration Co-ordinator who will be a part of the Product Control Group. For new customers the Registration Co-ordinator has to receive Legal and Credit approvals. As soon as the customer is signed off, the System Administrator will add him to the Enron Online Trading Database while RAC will update Enron internal system. 

After the input, a secure envelope with customer ID and password, similar to the ones used by banks for mailing credit card pin numbers, will be mailed to the new online customer. 








Enron traders must be informed when they have a new counterparty. It may be done by generating a system message or by an online tool allowing to view all existing and newly added customers in the system.

2.1.3 Change of Customers Details

Customers will have a capability to change their basic details on line such as address, contacts etc. However, Enron customer maintenance area has to be able to approve changes.

2.1.4 Change of Counterparty Traders Authorisation

If a counterparty wants to add a new trader it has to call or e-mail Enron Online Help Desk with request for authorisation. Help Desk will pass request over to the Registration Co-ordinator, and the latter - to the System Administrator after checking necessary approvals. System Administrator will add the new trader to the database. 

Online traders who leave a customer should be imeediately denied logon rights. It is a legal issue that has to be addressed in the “online umbrella agreement” signed with each counterparty. Customers are obliged to inform Enron Online System Administrator about all changes in their traders authorisation, otherwise they will be bound to any transaction made online by their traders authorised at the moment of transaction.

Steps for business process implementation:

· All traders and origination have to prepare a list of companies that currently are not Enron’s trading partners but potentially may trade online.

· Settlements Dept. (David Port - to co-ordinate) to prepare a list of all existing Enron counterparties world-wide. Traders and originators will decide to which companies from this list forward the Marketing Folder with Online trading information and Registration Form. Traders also have to specify commodities and level of access (read only versus trading) for each counterparty.

· Start preparing Marketing Folder in different languages including commercial, legal, credit and technical information. Credit and Legal Departments have to define what info they need from companies that are not yet dealing with Enron.

· Address a legal issue of counterparty’s traders authorisation in the “umbrella contract” or modify GTCs. Enforce monthly password change in the system.

· IT team have to set up a tool in the Online trading system allowing Enron traders to view existing customers and also to filter customer list by the date they were added to the database (customers added during last month, week etc.)

2.2 Contact List

List of key contacts within Enron (Traders, Legal, Credit, Tax etc.) must be prepared and updated by Registration Co-ordinator. The latter will send out request to all Heads of Trading Desks and Originators on a regular basis (twice a week) for updated info on contact people.

2.3 Authorisation of New Enron Traders 

Authorisation of new traders will be done by Risk Assessment and Control (RAC) group based on the application of the Head of the appropriate trading desk. RAC will decide which commodity, region or subregion a particular trader is authorised to trade. The process will be very similar to the existing one for authorisation of new OTC traders.

System Administrator will add new traders to the Online Trading System upon receipt of written approval from RAC. 



2.4 New Products Set Up

Enron traders authorised for online trading will be responsible for price and volume input for the online products and their maintenance, i.e. prices update when they change.

Enron traders authorised to trade online can add new products within their authorisation domain. Input into the system will be done by Product Controller according to a “New Product Application Form”. Trader will submit the form (see below) signed by Leagal, Documentation and RAC to the Product Control Group. 



 New Product Application Form should include all information related to the product and necessary for product input:

· commodity, region, subregion

· currency

· short description

· long description

· type of GTC governing product trading

· trading book where a new product will be marked-to-market

· opening/closing time for the product and time system (GMT?)

· any additional information or adjustments necessary for the Online Trading Database

The “New Product Application Form” has to be signed by:

· trader

· the Head of the Trading Desk

· Legal Department

· Documentation/Contracts group

· Risk Assessment and Control Group

Action Box:

· Design “New Product Application Form” according to the above criteria.

· Prepare the list of Heads of Trading Desks world-wide.

· Distribute New Product Application Forms to Heads of Trading Desks for filling in and receiving all necessary approvals.

· Prepare Signatures Specimen of all people who will be authorising Registration Forms.

2.5 Online Transaction Validation

Online validation will be done after the customer has agreed to make a deal at the price posted by Enron trader. After the customer has specified the volume s/he is willing to transact, the validation process will go in three steps in the following order: 

· Credit limit check 

· Position (market) limit check

· Price check

Only after all checks are passed satisfactory the deal is deemed done and e-mail confirming the deal will be generated by the system to the customer. After validation, the client may receive a hypertext on the screen (for instance: “Thank you for a trade (?). Click here for a printed record” – the language has to be confirmed with legal advisors). 

After the deal is executed online, an appropriate Enron trader should be informed as well, i.e. the system must be able to send an e-mail to a trader responsible for the traded product.  

If transaction was not approved for credit, position or price check reason, the customer will be notified by hypertext on the screen. For instance: “Sorry, the trade was not executed because …… Please contact….”. Again the exact text has to be confirmed with lawyers.

The sequence of checking steps is important. As the price check should be done last, after credit and position limits have been approved for a deal. 

Price check is necessary to confirm that the price has not changed in the time passed from the moment when customer agreed to do the deal and credit and market limits check were concluded. Legally it is a customer who makes an offer and Enron agrees to enter the deal if credit and market limits validation succeeded. Therefore, the timing, i.e. speed of credit and position limits check becomes important to decrease the possibility of price change. 

Action Box:

· IT - to address price check process and speed in the Online Trading System design, as well as e-mail generation to counterparties and Enron traders when the deal is done.

· Confirm hypertext with lawyers.

2.5.1 Credit Limit Check

Credit limit check appears to be a complex issue, because of the variety of limits definitions for different counterparties and commodities, and the fact that Global Credit Aggregation System (GCAS) is not yet operational. 

GCAS has been developed as Enron world-wide credit system for one year and should be completed in 3-6 month. However, it is very unlikely that the system will be operational and reliable by the time Enron Online Trading will go live.

Currently there are several internal credit limits set up for each counterparty:

· mark – to – market limits for both physical and financial transaction 

· physical spot limit  - for invoiced but not yet delivered commodities

· maximum tenor of any individual deal

On any trading day, there is an amount of available credit limit for each counterparty, referred to hereafter as the “credit headroom”. Clearly, where a line is full, the credit headroom is zero.

Before new deals are accepted online, they need to be tested against the available credit headroom. If there is sufficient limit, the deal will be accepted for credit purposes.

To develop credit limit check process, first it is necessary to understand credit limits definition across different commodities in more details, i.e. how they are set up and maintained, their formats, and how to populate Online Database with latest credit headroom numbers for each counterparty.

Because of the mark-to-market (MTM) format of credit limits the ideal solution for online credit limit check would be to build-in the MTM capability into the Online Trading system. However, if it is too difficult to implement in the early phases, credit limits have to be converted into another format - volumetric (nominal) monetary units. 

New credit limits formats have to satisfy two criteria: 1) do not exceed MTM limits set up by Credit Dept. 2) not to restrain trading.

Key business process steps:

· Based on the overnight mark-to-market books revaluation Credit Department will estimate total credit headroom available for a trading day for each counterparty. This procedure must be already in place and might require only some streamlining, as it has to be completed daily before trading begins.

· On a daily basis Credit Dept will split the total credit headroom number per counterparty into two parts: 1) available for online trading and 2) available for OTC trading. 

· Credit Dept will populate the headroom available for online trading per counterparty into Online Trading database. This process can be fully automated when Global Credit Aggregate System is up and running. Alternatively it needs further thinking by both Credit and IT teams.

· Because the online trading system is not capable to incorporate MTM calculation, credit limits must be redefined for online trading and approved by Credit Dept. 

· Because of the complexity of the credit limits issues and the volume of work involved, a credit co-ordinator form the Credit Department, familiar with the current processes, should be appointed. Ideally, a new Online Product Control Group can be set up and include credit, documentation and back office people to deal with all issues related to credit and market limits control, new products set up, new traders authorisation etc.

2.5.2 Position Limit Check

Currently position limits are set and controlled by Risk Assessment and Control Group (RAC). Internal position limits are set up per Trading Desk as a PV volume for each commodity in three formats (this may change in the future):

· net open position

· rolling 12 month position

· VAR

In a similar way to credit exposure, on any given day, there is an amount of available “market risk” limit headroom. This applies to portfolios rather than counterparties.

Again, before new deals are accepted online, they need to be tested against the available position headroom. If there is sufficient limit, the deal will be accepted for position purposes.

Because position limits are set as PV volumes, online trading system must calculate PV volume factor for each product to enable online position limit check.

Action Box:

· Similar to credit limits, position limit headroom should be divided into two portions – for online trading and for OTC trading and populated daily into the Online Trading Database.

· Depending on whether the PV factor calculation can be done online, position limits might need to be redefined from PV volumes per commodity to undiscounted term structure and rolling 12 months limits.

· The same Product Control Group, suggested earlier, will be in charge of Online Credit and Position limits issues. Product Control specialists can be located in London or in Houston, or in all major trading offices  - this needs further discussion.

· Besides delta position limit it is “nice to have” in Phase 1 Gamma and Vega online position limits control. It is crutial for options trading control and must be implemented by latest in Phase 2.

2.6 Interface Between Online System and Books

Interface between Online Trading System and Books has to be automatic and 100% reliable. The expected number of online trades makes it impossible to rely on the manual data transfer. This process has to be defined in details by IT team and cover the following areas:

· Deal data transfer

· Deal terms reconciliation between Online System and Books

· Discrepancies settlement

· Process of cancelling a deal and amending transaction data

Because different Enron offices (London, Oslo, Houston) use different deal processing applications the interface has to be flexible enough to allow secure data download into all of them. In addition some of the applications, for example currently the Power Book, are undergoing modifications. So, the interface has to allow on-going Books improvement. 

2.6.1 Deal data transfer

Deal data transfer must be fully automated to avoid user input errors and speed up processing time. Processing time becomes crucial for day-ahead or other short term deals, when, for instance, a confirmation has to be sent on the same day.


David Port: 
“Automation is a priority number ONE !!!!”
In situations when automation is not possible, Back Office staff should be trained to input deals manually.

To insure that there are no deals pending in the Online Database that have never been transferred to the Books, the interface mechanism should send information back to the Database as soon as the deal hit the appropriate Book. All transferred deals must be marked in the Database. The Back Office has to be informed about all outstanding deals every 30 minutes.

Deals that have been pending in the Database for more than 30 minutes have to be investigated. If the auto-transfer is not possible Back Office will input them manually and update transfer flag in the Online Database.

2.6.2 Deal terms reconciliation between Online System and Books

Reconciliation has to be done to ensure that both systems – the Online Trading Database and underlying Enron Booking System contain the same data, primarily the commercial terms (price, volumes, dates etc.) for each deal.

If interface between Online System and Books is automated, the reconciliation will be done automatically. The underlying Booking System will poll the online system for changes in deal data every 30 minutes.

If interface cannot be automated the reconciliation will be done manually by people responsible for each book (for ex. David Port for gas). 

2.6.3 Discrepancies settlement

Data in the Online System will always overwrite information contained in the Books. However, confirmation chasing becomes particularly important in this case.

2.6.4 Process of cancelling the data and amending transactions

It should not be possible in the system to rewrite the history. The only way of amending a deal must be to cancel it and re-enter a new one with adjusted terms.

2.7 Online Transaction Processing

After online deals are transferred into Enron processing modules (GasDesk, PowerDesk, Global Liquids and other global modules) processing of the transaction is not different from any OTC deal. The most important issue is to insure secure and fast interface between Online Trading system and Enron books.

Online deals must be assigned a flag in the Enron Books and require a minor text change of confirmations to state the fact that the deal was done online. Otherwise the process should be the same as for OTC deals.

Online deals must have a reference number related to the same deal in the Enron underlying Booking System. This will require minor changes to the Trading Books applications.

2.7.1 FX Conversion

Enron Online Trading is designed as a global tool for trading all energy commodities in all major currencies. The online currency conversion functionality is a very big issue that must be co-ordinated between IT team, FX Desk, RAC and commercial team. There are a lot of questions on this topic that need further investigation.

Business Process for FX conversion must be developed together with FX Desk and IT team. An initial thought is that Online System must use real time FX curves, bid or offer depending on the direction of the trade. The product price must be converted online, for example from p/therm to EUR/therm . 

However, the key questions remain:

· What rates to use, i.e. currencies, time duration, bid/offer? 

· What is the business process for FX rates input and maintenance, who is going to do it and how often (real time, once a day)?

· Who and how is going to hedge FX exposure? It can be done by Product Control on a daily basis or by FX Desk (Jurgen Hess).

· Will Books be able to handle currency conversions? 

Action Box:

· Product Control Group (David Port to co-ordinate) to define the process together with IT team and FX Desk 

2.8 Disputes & Feedback Handling

All disputes and feedback messages will be received by Enron Online Help Desk. Marketing Folders sent to customers will advise them to contact Help Desk (Help Line phone number, e-mail, mailing address) to report any problems or to give a feedback.

The process can be set up similar to the IT Help Desk. Help Desk person who received a dispute/feedback message will input it into Help Desk Database. Help Desk Database will have tables for different issues and time priorities, for instance:

· IT issues

· Trading issues

· Settlement issues

· Feedback on any of the above

· Extremely urgent matters

Help Desk person who took the message has to decide what type of issue it is, log in the call in the table designed for this type of requests in the Help Desk database, and take it further to the appropriate contact – IT specialist, a trader or commercial team. The same Help Desk person is responsible for getting the issue resolved in a due time. If an issue is outstanding for more than 24 hours, the Help Desk person has to inform the Head of Product Control.




Help Desk for Online trading should inform the Online commercial team of the most important feedback info, and also keep track of all disputes as it may signal that a certain procedure has to be changed.

Action Box

· Set up Disputes/Feedback Database leveraging of the IT Help System.

· Identify a set of skills necessary for a Help Desk person and preferably name who it is going to be. This person will develop disputes tracking system and work on the Help Manual for Online Trading.

· Include into the Marketing Folder the Help Manual and instructions to contact Help Desk for any problems. 

2.9 Documentation and Contracts

2.9.1 Master Agreements and GTCs Set Up

Contract # are to be linked with a customer ID in the Online System. Information on new Masters or GTCs is to be given by Product Control to the System Administrator for input.

2.9.2 Documentation Translation

Languages into which documentation is to be translated will be defined based on the information from Customer Registration Forms.

2.10 Account Status View by Users

The decision has to be made on whether Enron is going to provide customers settlement information on the screen, so that customers will be able to view the value of deals done online, settled amounts and outstanding balances. 

To implement this functionality the system must allow information feed back from the Books into the Online system. Most likely it will be possible at the later phases.

2.11 Online News Publishing

2.11.1 System News

Will be written by the System Administrator and cover information like outages, maintenances, i.e. similar to the current IT system news. 

2.11.2 Trading Groups News

2.11.3 Energy News

Will be implemented in the later phases of the project.

2.12 Links to Other Sites

Commercial people responsible for products (commercial champions) must prepare lists of desirable links.

2.13 System Security and Reporting to Management

System security from IT processes perspective is not addressed here and is under IT. However, statistics on all unauthorised attempts to log in, failed passwords must be tracked and reported to the commercial team.

2.14 Online Trading Help

Users who are unsure of how to use the system should have the opportunity to go to a help page outlining the system and its operation. Also Enron Online Help Line has to be established and be easy accessible during market opening hours.

· IT team is to start preparing Online User Help file with search capabilities.

· Establish a telephone line and decide who is going to take calls.

3 Project Sponsors
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IT Systems Development
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