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The following identifies key points that I captured during yesterday’s presentations.    Please let me know if you have other thoughts.    


Paul Kaufman (QF Regulatory Risk Analysis) –

· Regulatory Risk Analysis can be performed by responding to a standard set of issues and questions.    
· Understanding the deal structure is critical in understanding the Regulatory Risk(s).

Dan Allegretti (Project Eureka) –

· It is easier to mitigate Regulatory Risk prior to the closing of the transaction.    EGA needs to be involved early to offer suggestions of how to mitigate, and the need to mitigate, Regulatory Risk during the deal development phase.
· Our knowledge and information often put us in a better position to identify Regulatory Risks than the business units.
· It is impossible to identify all Regulatory Risks during the due diligence phase.    Our responsibility is to stay actively engaged with the asset after transaction close and identify new risks when they arise.
· Need to build cross-functional teams (legal, finance, RAROC, EGA, etc.) to manage Regulatory Risks.
· Key is to assign a person (or team) to manage Regulatory Risk over time = the team can request additional resources as is appropriate.

Harry Kingerski (Regulatory Price Risk) –

· There are certain Regulatory Risk types which can be categorized for analysis.
· Regulatory Risk has a transaction-specific component and a portfolio exposure.    Regulatory Risks may or may not be correlated with other Regulatory Risks.
· EES has many Regulatory Risks which can be quantified by EGA.
· Precision is important but not critical.    Better to focus on identification and mitigation plans.

Amr Ibrahim (Regulatory Risk Analysis) –

· Regulatory Risk Process involves (1) identification, (2) assess probability of the risk event, (3) assess severity of the risk event, and (4) calculate Expected Loss (Value at Risk).
· Regulatory Risk Analysis must (a) be transparent to all users, (b) have clear documentation providing a paper trail, and (c) accommodate updates to the information easily.
· Structural Risk = risk that all activities in the energy sector are impacted by Regime change.
· Functional Risk = risk that specific function (e.g., transmission) is impacted.
· Measurement may be best performed through Rankings (Very Negative – Very Positive).
· Structured country background information critical for understanding Structural Risk and Functional Risk by providing complete and standardized framework.


Mike G Smith (TGS Regulatory Issues) –

· Many Regulatory Risks contained within a single asset.    Many Mitigation Plans contained within a single Regulatory Risk.
· Defining Mitigation Plans are critical for success of the Regulatory Risk process.
· Ability to calculate the revenue impact allows EGA an understanding of the key issues.

Fiona Grant (Cross Border Power Transactions) –

· International transactions involve multi country Regulatory Risk.
· Policy changes are form of Regulatory Risk – country specific action may influence power prices throughout the EU.
· Goal for EGA must be to provide our merchant activities with IMMEDIATE information when policies change.

Kathleen Magruder (ElectriCities Deal) –

· Advocacy efforts and Commercial Deal Support need to be integrated by EGA.
· Policy changes (e.g., Order 2000 on RTOs) need to be understood by deal teams to understand Regulatory Risks.
· It may be possible to utilize non-directly associated Proceedings (e.g., CP&L merger) to impact our Regulatory Risks.
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