
ECT – 2000 AUDIT PLAN
Power/Gas Originations
Business Risk Management (BRM) Project Reporting Format

          DRAFT

	Project Objective

	Our review was designed to identify and test key policies, procedures, and controls to determine timely and effective review and approval of originated transactions.




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

	Power/Gas Originations
	Authority/ Limits 
Transaction Commitments
Trading
	Transaction Commitments
	Policies and procedures are in place to ensure new transactions are reviewed and approved by the appropriate personnel.


	Yes
	The RAC group provides an independent review of all new transactions over predefined thresholds.
	· The current BOD approved policy does not clearly define the documentation and approval process for originated transactions, which may result in the misapplication of controls.  Additionally, the policy is not consistently communicated to key personnel which leads to inadequate timing to identify key transaction risks.
	· Management should develop a formal written deal approval policy including approval thresholds. 

· Develop a method of communicating the deal approval process to all functional groups on a periodic basis (i.e. quarterly deal approval process meetings).

· Hold periodic departmental meetings with management to discuss potential deals and the status of deals in development.

· Consider implementing a database to track deals so that all departments can view the deals throughout the stages of development.

	
	Financial Markets
	Valuation Activities
	Adequate structuring involvement occurs to accurately identify transaction risks.  

	Yes
	Structuring’s role is to serve as an independent functional group who assists in identifying, reviewing and pricing transaction risks.
	· Structuring personnel currently report to the origination function as a result of the recent reorganization of reporting responsibility.
	· Although the role of structuring has not changed, management needs to assess the change in reporting to ensure the independent review of transaction risk by structuring personnel is effective.   

	
	Authority/
Limits
	Transaction Commitments Trading
	Timely and effective review and approval of transactions.

	Yes
	An independent verification of the components of a deal is performed by the Risk Assessment and Control Group (RAC).

Functional groups provide expertise in specific areas of deal development.  
	· The current deal process could allow for a deal to be developed and presented for final approval without the prior involvement of the division heads.  

	· Management should hold periodic departmental meetings with management to discuss potential deals and the status of deals in development.




	
	Financial Markets
	Valuation Activities
	Key personnel have experience and are qualified to make decisions concerning the development of a deal.
	Yes
	An independent verification of deal components is performed by the Risk Assessment and Control Group (RAC).


	· The average length of time of experience in the structuring group is one and a half years. 
	· Management should closely review the work performed by inexperienced personnel.  In addition, management should monitor the development of new staff to ensure they receive sufficient training. 




2

