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	1. Objective-based regulation

	· What are we regulating for?

	· Economic, political and other objectives 

	· Duties and powers of the regulator

	· Governance models and impact on regulation: public & private sector, commercial and not-for-profit

	2. Price cap calculation overview

	· The ‘standard utility model’

	· An example calculation (using a spreadsheet model)

	· Discounting and allowed return calculations

	3. Accounting and financial

	· Regulatory perspective on balance sheets, costs and revenues

	· definition of the ‘till’, accounting separation, ring-fencing

	· Transfer pricing and cost allocations

	4. Regulating using a Regulatory Asset Base (RAB, RAV, RCV, etc.)

	· How this meets the objectives

	· Financial Capital Maintenance principle, maintaining the net present value of investor contributions

	· Incentives: operating efficiency, investment, delivery of services

	· Recognition of weaknesses in regulation

	5. Interaction with competition objectives

	· Broader regulatory strategy for a sector

	· [image: image1.jpg]analysis for confidence in policy



Access pricing and price discrimination 

	6. Valuation of the RAB

	· Initial valuation: accounting methods, balance of interests customer vs. investors vs. other possible objectives

	· Rolling forward: consistency

	· ‘Stranded assets’, ‘claw backs’, ‘disallowed investments’, incentive adjustments

	7. Depreciation

	· Depreciation: cost reflectivity and revenue profiling

	· Economic and accounting purposes

	· Investor and customer perspectives

	· Potential incentive issues

	· Calculation methodologies, including indexation, historical cost, replacement cost, modern equivalent asset and continuing cost methodologies

	· Appeal from a practitioner: keep things simple – “depreciation should be driven by policy, not a driver of it”

	· Clarity of principle and purpose is more important than ‘clever’ calculations

	8. Cost of capital and financeability

	· Relevance to investor confidence and incentives to invest

	· Methodology: CAPM & others

	· CAPM explained

	· Weighted Average Cost of Capital calculations

	· Impact of country risk premia

	· Impact of gearing and risk

	· Topical issues in recent reviews

	· Risk analysis and risk assessment

	· Financeability: economics, indicators and getting the ‘risk story’ right

	· Managing perceptions, investor sentiment and information advantage

	9. Regulatory financial modeling

	· Business modeling: cost, output and efficiency projections

	· Financial modeling: modeling the consequences for business finance

	· Risk modeling: modeling uncertainty

	· Policy modeling: modeling the impact of policy on policy objectives

	10. Regulatory impact assessment

	· Assessing and documenting the justification for policy decisions

	11. Reaching and reporting conclusions

	· Quality of analysis and quality of explanation

	· Information management: from information request to implementation

	· Explaining what’s happened: variance analysis, ‘waterfall diagrams’, ‘yield tables’

	· Consultation and process

	12. Regulated company reporting

	· Regulatory accounting and reporting

	· Transparency of performance information

	· Information for the regulator

	· Information for company governance

	· Information for other participants in the sector, customers, the public and the media
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Ian Rowson is a Chartered Accountant and advisor on economic regulatory policy in utility and transport sectors.  Since the early 1990’s he has worked on regulatory policy issues with governments, regulators and companies, mainly in the UK and Ireland but also in other parts of the world, including the Caribbean.
His current clients include six of the mainstream economic regulators in the UK and Ireland.  He has been involved as a permanent advisor during numerous price control reviews and similar projects since 1999, developing the core regulatory financial and policy models for eight major price reviews and advising across all policy issues. 

For example, over the last 12 months, Ian has: 

· prepared reports for a number of clients in response to regulatory consultation on price control proposals in the energy and airport sectors – subjects covered included the design of the regulatory framework, incentives, risk and the cost of capital
· is assisting a regulator as a member of the core policy development team during the course of two simultaneous price review projects
· developed an innovative methodology to analyze and advise another regulator on the separate risks, and thus separate costs of capital, of businesses within a larger group

· prepared a report published by a regulator setting out the high-level regulatory issues arising from a major investment programme proposed by a regulated company
· advised a government on the strategic issues relating to long-term concession arrangements for major infrastructure

	Professional History:



	1983 – 1997


	KPMG – trained and qualified, to Senior Manager in the accounting firm and Principal Consultant in the consulting firm

	1993 – 1996
	Secondment from KPMG to UK Government, Scottish Office, as advisor on economic and financial aspects of restructuring the Scottish water and sewerage sector

	1997 – 1999
	Anglian Water plc – Director of Regulation during the course of the 1999 price control review carried out by Ofwat

	1999 – date
	IMR Solutions – independent policy advisor to sector regulators, governments, regulated companies and investors











