ulatory Models

Anglo-
British
|

Anglo-
American

India

es (national)

Yes (national

Yes (national &

& state) state
________ High Low (general Low (general
principles principles without
‘ interpreted in case law)

case law)
Regulatory: Yes No No, but proposed
Decisions (Competition by government
Reviewed Bj Commission)
Special Appe
Tribunal?
Ownership of Private Private and Mostly Mostly Mostly public
Regulated public (varies private private
Entities by country)
Form of Private Concessions | Concessions Full Full Full privatization
Sector and leases | that are close to | privatization privatization
Participation full

privatization

Source: Bakovic T., Tenenbaum B. and Woolf F., Regulation By Contract, Working Draft, 2003




Demand Risk

Obligation-to-Supply
Risk

Risk that the company will collect lower revenues and/or pay penalties because it is
unable to meet supply obligations specified in its license or concession. The
company’s failure to supply may be caused by its own actions (e.g., poor
transformer maintenance), actions of others (e.g., inadequate generation or
transmission capacity) or acts of God (e.g., a major drought).

Operating Cost Risk

Risk that the company will not be able to recover the costs of operating its
distribution system (i.e., the “wires” function) or the costs of retailing electricity
(i.e., the supply function) either because the regulator disallows certain operating
costs or sets unrealistic performance targets The allowance for some technical and
non-technical losses is sometimes included as operating costs.




For Distribution
eir Lenders

Explanation

’s@_-_pa;_u yewill not be able to recover its capital costs because the
‘ wed capital base, disallows costs of certain capital

1 “hard” currencies.

nt will not give the company access to sufficient foreign

0 repatria rnings and to pay for costs incurred in other currencies.
—
Financing related to the financial risks borne by entities that have lent money to the
company.
Regulatory Risk Risk that the regulator will reinterpret existing regulations or create new ones

that will increase costs or reduce revenues.

Political Risk Risks of expropriation, nationalization, war, civil disturbances and breach of
contracts.

Government Subsidy | Risk that the government does not pay promised subsidies or pays with
Risk considerable delay.

Source: Bakovic T., Tenenbaum B. and Woolf F., Regulation By Contract, Working Draft, 2003



ign Exchange Rates In
S Where Amerlcan And

1943 1950 1960
-
$0.247 $0.094 $0.012
053 .005
010
Colombia o | . 572 510 151
Mexico Peso 499 116 .080
Venezuela Bolivia .193 .299 AL

a All rates are yearly averages except for the 1960 rates, which are for March 31, 1960

Source: Jose A. Gomez-Ibanez, The Future of Private Infrastructure, Lessons From the Nationalization of Electric Utilities
In Latin America, 1943-1970, Discussion Paper, Taubman Center, Kennedy School of Government, Harvard University,
January, 1999, p.18.



