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Simulation Videos

Opener
· Newscast
· Steve Wilson

1. Hilbert Resources
2. Hamilton-Scott Hotels and Resorts
3. Stinson Gas
4. Albenon Aluminum
5. Selma Ridge Power Plant
6. Transportation
7. Storage


Introduction Video: Newscast
We open on a CNN-like newscast. An anchor sits at his/her desk. A graphic “Business Focus: EnergyIncorporated” appears behind the anchor.

Newscaster
On today’s Business Focus we’re profiling the hugely successful Energy Incorporated— better known as E.I. 

Founded in 1965, E.I. has moved beyond its original gas exploration and production interests to become an envied leader in many industries…

Photos of E.I.’s subsidiaries appear behind the newscaster.

…with its core energy companies, Hilbert Resources, Selma Ridge, and Stinson Gas…
…its aluminum manufacturer, Albenon…
…and even Hamilton-Scott, its successful foray into the resort business.

E.I.’s track record has been nothing short of amazing, having posted profits for 32 consecutive quarters. 
But the question that every analyst is asking: Can they keep it up? Can E.I. keep growing market share…
…especially in today’s business environment?
Dissolve to Steve Wilson watching the show on his laptop. He turns to the camera to greet his new learner. A graphic identifies him as: Director of Risk Management. He is conservative, direct, business-like.

steve wilson
Hi. I’m Steve Wilson. Welcome to Energy Incorporated’s risk management rotational program. 

I’ll be your sponsor throughout the program.

As  an E.I. Risk Associate, you’ll be working with many of our company’s businesses and divisions.

Each assignment will focus on learning a new risk management skill. You’ll be given plenty of background information and a coach to answer any questions that you may have.

Now, I’ll be honest with you. This program won’t be easy. And it will be highly competitive.

We’ll be rating your performance with our bonus system. You’ll receive some bonuses for simply completing a rotation. Others bonuses will reflect your skill levels and be much harder to win. 

But, if you perform well during this rotation, you will have earned yourself a slot on the fast track at E.I.

Let’s get started.

1. Producer: Hilbert Resources Corporation

Hilbert: Newscast Introduction
A CNN-like business anchor is seated at her/her desk. A stock ticker flows at the bottom of the screen. A graphic of a shining sun appears in the corner.

newscaster
Turning to the energy business, it looks like a rough winter ahead for the gas industry. 

With warmer-than-usual weather predicted, energy prices are plummeting. So how will companies like E.I.’s Hilbert Resources — one of the world’s leading natural gas exploration and production enterprises — manage to meet revenue estimates?

Hilbert: Introduction
We meet Steve Wilson in his office. He sits across a small meeting table, looking directly at the camera. 

Steve wilson
In this rotation, I need you to help out John Williams in our gas production business unit at Hilbert Resources.

Here’s the deal. John is looking for you to maximize gas production prices while, at the same time, hedging risk exposure for December. 

Your challenge will be to, first, identify Hilbert’s risk exposures. And then to hedge these risks with various hedging instruments.

As an Associate, you’ll need to get John’s approval at each stage of your work. After you’ve identified your natural and initial positions. And then after you select your hedging instruments.

Once you’ve finished, settle your positions and calculate your profits — or losses. And get John to give you a final sign-off.

You’ll find all the information you need in your Inbox.

John’s tough, but fair. Good luck.

Hilbert: Q&A
1. How drastic will the decline in market prices be?
John Williams, a battle-hardened marketing manager, is distracted by his computer screen.

john Williams
My crystal ball’s a little murky on predicting market bottoms. But it is clear about one thing. In a bear market like this, if we don’t hedge our prices, none of us will be around here much longer.
2. What do you think is driving the decline in prices?
Williams studies his computer screen. He answers the question without looking up.

john williams
That’s easy. Prices are falling for two reasons. 

(holds up one finger) First. They’re projecting a warmer winter which means people will consume less gas.

(now the second finger) And the second is basic Economics 101. Supply is beating the hell out of demand.

3. Is there a minimum price at which you have to sell gas in order to ensure a specific profit?
Williams is on the phone. He cups the phone and turns to speak to camera.

John williams
I’d love to lock in a price. But no, I don’t have a specific price in mind. All I ask is that your return on our current contract beats the current Index plus a penny.

(returning to his phone) So what do the numbers look like for last quarter?



Hilbert: Exit Video
Back to the newscast. Graphic of Hilbert appears in the upper corner of the screen.

Newscaster
Hilbert Resources today announced that it would meet its 4th quarter revenue estimates despite the market’s overall decline…

Dissolve to Wilson standing, looking pleased.

Wilson
Congratulations! John told me you did a good job of helping his team hit its December targets. I hope he taught you a few tricks while you were there.

It’s time for your next assignment.


2. Commercial User: Hamilton-Scott

Hamilton-Scott: Newscast Opener
Pictures of an airplane and hotel appear behind the newscaster.

newscaster
Due to recent events, many Americans who planned to travel this summer are staying closer to home — and that’s directly impacting the airlines and hospitality businesses. 

As room occupancies tumble industry-wide, hotels and resorts are scrambling to reduce room rates and cut expenses. 

One expense under particular scrutiny is energy consumption — which can account for as much as 10% of a resort’s overall cost structure.

Hamilton-Scott: Introduction

Steve Wilson
Hamilton-Scott is looking to cut energy costs. 

I told them you’d be perfect to manage their risk in the natural gas market. They’re currently paying four bucks for their November gas supply. I promised them you could get it for less.

To get you started, you’ll find a company overview in your Inbox as well as a description of the resort’s needs. 

Once you get a handle on things, I want you to begin by identifying Hamilton-Scott’s natural gas position as it relates to the four major risk categories.

You’ll be working for Marie Chen. You’ll need her to sign-off on your work after you identify the natural and initial positions. Then, after you select your hedging instruments. And finally when you calculate your P&L.

Marie knows her business inside out. And don’t be surprised if she knows yours too!

Hamilton-Scott Q&A
1. What is your objective for lowering your gas price? To achieve budget goals, attain the lowest price, or pay gas prices in line with other hotels?
Marie Chen is standing in a hotel lobby or reservation desk. Her demeanor is assertive, but approachable.

Marie Chen
My goal is to reduce gas costs by 5 cents per MMBtu — at a minimum. That would keep us on budget and keep us competitive.

Now, from what I’ve been reading, gas prices should be coming down. Which should make your job a little easier, right? 

She smiles and walks away.

2. Do you know how other hotels protect themselves from high gas prices?

Chen
Good question. Believe it or not, some don’t bother to manage prices. They just buy from the market or a utility. 

A lot of companies can’t stand the monthly volatility. So they lock in a fixed price in order to pay a flat monthly fee.

But my smartest competitors structure deals that meet their budget requirements and leave room for flexibility. I keep my eye on them.

Hamilton-Scott: Exit video

newscaster
As the hospitality slump drags on, it appears that only companies light enough on their feet to cut costs quickly will weather the downturn.

Dissolves to Steve Wilson once again.

steve wilson
Marie called to say that you did a terrific job in getting their energy costs down. Now if we can only start filling the beds again at Hamilton-Scott.
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