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	Project Objective

	Our review was designed to identify and test key policies, procedures and controls as of March 31, 2000 related to 1) Pulp, paper and lumber mid and back office operations, 2) Relationship and coordination between the commercial, risk, credit, accounting, legal, confirmation and settlements groups involving pulp, paper and lumber and 3) Scheduling of pulp, paper and lumber movement and related controls (where applicable).


	Project Name
	Risk Area
	Target Activity
	Specific Risk Objectives
	Objective Met?
	Existing Control(s)
	Findings
	Recommendation,
Person & Target Date

	Paper, Pulp and Lumber Trading
	Financial and Operational Completeness and Accuracy
	Operational
Controls
	Appropriate operational controls are in place to support business activities and provide adequate segregation of functional duties and responsdibilities. 
	Yes
	Adequate operational controls are in place to support the current level of commodity transactions.

	·    The person responsible for creating physical invoices also receives checks from the counterparty and has the ability to manipulate invoice remittance terms, resulting in improper segregation of duties.  In addition, invoices for physical deals are not reviewed prior to being sent to the counterparty.




·     Due to the nature of recycled transactions, commercial group personnel prepare, execute and send confirmations to counterparties.
	·   Utilize Right Angle for invoice creation and create an interface to Global Counterparty that cannot be manually overridden by Settlements personnel. (Implemented 6/1/00)







· As stated in the Enron Corp. Risk Management Policy, all commercial functions should be kept segregated from the issuance and verification of deal documentation.  Therefore, the established commercial support control functions should be utilized for all paper, pulp and lumber transactions to ensure transactions are independently validated.  
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	Project Name
	Risk Area
	Target Activity
	Specific Risk Objectives
	Objective Met?
	Existing Control(s)
	Findings
	Recommendation,
Person & Target Date

	
	Financial and Operational Completeness and Accuracy
	Trading Operations
	Operational processes will provide for complete and accurate reporting of the portfolio.
	Yes
	Existing controls and reporting mechanisms are adequate to support the current operations
	Existing manual intensive procedures are effective to support the current level of activity for the scheduling function for paper, pulp and lumber products.  However, those procedures may not be scalable to efficiently accommodate increased trading activity associated with ClickPaper  (One deal may ultimately require the resource dedication of 1-40 deals for scheduling and settlement purposes).
	Since there is no identified control deficiency at this time, management should assess the scalability of the current procedures to effectively manage the environment created by ClickPaper..
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