Establishing a strong (credit) risk function for energy companies

Energy trading – separation of duties

· trading front office

· risk management middle office

· accounting back office

· risk reporting direct to the board

Devising an effective risk management infrastructure

· dividing middle office risk management into functions

· market risk management

· risk control

· credit risk management

Credit risk management and objectives

· differing components to a strong credit risk management group

· establishing key objectives

· core credit reports

Co-ordination between different functions

· measuring and reporting

· understanding core credit reports 

Credit risk management: credit scoring

· quantifying credit risk of un-rated counterparties

· examples of internal credit score components

