MINUTES OF THE THIRTY-SECOND MEETING OF THE NORTHERN IRELAND AUTHORITY FOR UTILITY REGULATION (THE ‘AUTHORITY’) HELD ON THURSDAY, 8 JULY 2010 AT QUEENS HOUSE, BELFAST AT 9.00 AM
	Present:
	Dr      Mr  Peter Matthews

     Mr  Jim Oatridge
     Mr  Philip Johnson

Al       Mr  Alan Rainey
     Mr  Clive Elphick 

     Mr  Chris Le Fevre

     Ms  Etain Doyle

     Mr  Iain Osborne                     

      
	Chairman

Chief Executive

	In attendance:

	Ms Jo Aston

Mr Donald Henry

Ms Martina Maguire
Mr Greg Irwin 
Mr Stephen Peover
Mr Neil Bingham
Ms Eimear Smyth

Mr Alan Craig

	Director of Water 

Director of Corporate Affairs
Legal department
Board Secretary and Communications Manager 
Permanent Secretary, Department of Finance and Personnel (for Agenda items 12 and 13)
Gas directorate (for Agenda item 14, 15 and 17)

Gas directorate (for Agenda items 14 and 15)

Water directorate (for Agenda item 15)




1. APOLOGIES FOR ABSENCE
Brian McHugh, Shane Lynch, Kevin Shiels
2.
FIRE DRILL
The Board Members were informed of the evacuation procedures which apply at Queens House in the event of a fire.
3.
DECLARATIONS OF INTEREST
Chris Le Fevre declared an interest in relation to his work with MJM Energy.
 4.
MINUTES OF THE PREVIOUS MEETINGS
The minutes of the board meeting on 14 May were agreed.
5.
ACTION POINTS FROM THE PREVIOUS MEETING 
The Action Points from the board meeting on 14 May were reviewed. 
The situation was noted regarding a potential meeting with Ofgem. Board members discussed how the Authority’s relationship with Ofgem would be crucial in ensuring that the interests of Northern Ireland energy consumers were represented at the Agency for Cooperation of Energy Regulators (ACER).
6.
 CHIEF EXECUTIVE’S REPORT 

(a) The Chief Executive presented his report, and drew the Board’s attention to several items in particular. 
He noted the recent Public Accounts Committee hearing which focused on measuring the performance of NI Water.

A further update was provided for board members in relation to the purchase of NIE transmission and distribution assets by ESB. Board members were briefed on a public consultation that the Authority would undertake on the changed circumstances arising from the ESB acquisition and the implications of this. A specific query relating to the impact of the acquisition on aspects of the EU Third package workstream was addressed.
Board members also received a briefing on the general approach to the electricity price control (RP5).

The Chief Executive also updated the Board on the purchase of Premier Power (Ballylumford) by AES.
There was a discussion on the SEM Committee’s proposed decision on Transmission Loss Adjustment Factors (TLAFs), and board members took the opportunity to clarify the issue.  Board members were also briefed on a Freedom of Information request received by the Authority on TLAFs.
A brief discussion took place in relation to the ETI Committee’s review of sustainable energy support and the Authority’s position on Feed-in tariffs.
Board members also discussed the position regarding the recruitment of a Head of Legal.

An extended discussion took place in relation to wider political and regulatory developments.  A paper on the Next Generation Utilities Forum also provided a further reference point for board member comments.  The discussion focused on the position of independent economic regulation in the current political and economic environment
(b) The Director of Corporate Affairs presented the Finance and Performance report for consideration and approval. Budget variances were explained. It was noted that the first formal review of progress against Forward Work Plan targets was due shortly. 

The Board noted and approved the Annual Equality Progress Report that had previously been approved by the Audit Committee.

Board members also conducted a discussion on the relevance of UK budget measures announced on 22 June.

7.
REPORTS FROM BOARD SUB-COMMITTEES
SEM Committee

It was agreed that there was nothing further to add to the written update on the SEM Committee, which was contained within the Chief Executive’s report. 
Energy BAG
The Chairman of the Energy BAG, Chris Le Fevre, provided a report on the most recent meeting of the group, which had taken place in June.  It was noted that several of the items on the board agenda had previously been discussed by the Energy BAG. He reported that the Energy BAG, at its last meeting, had discussed the cancellation of certain Generating Unit Agreements, branding separation, the Phoenix price control, switching in gas and an audit of pass-through costs in relation to an electricity company.  
Water BAG

The Chairman of the Water BAG, Clive Elphick, provided a report on the most recent meeting of the group, which had taken place in June. He reported on the current situation regarding PC10 and developments regarding a possible Competition Commission referral.  There was consensus that every effort should be made to resolve outstanding issues with stakeholders, relating to PC10, by September.
Audit Committee
The Chairman of the Audit Committee, Jim Oatridge, drew board members’ attention to a report of that Committee’s conclusions on the work it has done during the 2009-10 year.  The Board noted the content of the report. 
8
NETWORK FINANCE

It was noted that a paper on financial ring-fencing and the corporate governance of Phoenix Natural Gas was on the agenda.  There was also a brief discussion about the financing of another utility company.
9
BRIGHT IDEAS

It was noted that the Guide to Regulation was due to finalised shortly.
10
REVIEW OF BOARD EFFECTIVENESS 
The Board considered a paper on the Review of board effectiveness. The overall conclusions of the review, progress on the actions and the updated membership of board committee/groups were noted. It was agreed that the attached skills matrix with suitable amendments, to include suggestions from board members and enable comparative analysis, would be sent to board members. 

A further and related paper on Board Governance matters was also considered by the Board.  A brief discussion ensued on the Rules of Procedure, and a suggested amendment was agreed. It was also noted that the revised Rules of Procedure would designate the Chief Executive as the qualified person for the purposes of s36 of the Freedom of Information Act.  The Board gave its approval to revisions to the Rules of Procedure (subject to the agreed amendment being made), Audit Committee Terms of Reference and Remuneration Committee.  
The Board also considered the Terms of Reference for the Energy and Water Board Advisory Groups (BAGs) and a new Conflict of Interest Statement for board members. Specifically, in relation to the BAGs, it was agreed that an additional duty be inserted and a minor typographical error be corrected.  Subject to these changes, the Terms of Reference for the BAGs were agreed.  The proposed Conflict of Interest Statement for board members was also agreed. Finally, the Board noted the content of the SEM Committee Rules and Procedures. 
A paper on delegations outside the scheme of delegation was also considered by the Board. It was noted that the proposed delegations had already been considered and endorsed for submission to the Board by the Audit Committee. 
A general discussion on openness led to an undertaking that the Executive team would discuss the issue of transparency at a future meeting. 
11
MEMORANDA OF UNDERSTANDING WITH DRD, NIEA AND DWI
The Director of Water introduced this item, originally tabled at the May meeting of the Board, which updated the board on the development of Memoranda of Understanding (MoUs) with the Department of Regional Development (DRD), the Northern Ireland Environment Agency (NIEA) and the Drinking Water Inspectorate (DWI). 
Board members clarified issues relating to the practical application of MoUs, aspects of timing and the dissemination of the final documentation.

With these issues clarified, the Board approved the amended NIEA and DWI MoUs and authorized the Chief Executive to sign these on behalf of the Authority.  
Furthermore, the Board noted that the MoU with DRD would be advanced through the Water Senior Stakeholder Group.
12
DETI’S STRATEGIC ENERGY FRAMEWORK
At this stage, the Chairman welcomed Mr Stephen Peover to the Board meeting, and indicated that Mr Peover was invited to attend some time ago to observe the Board at its work. He emphasized that Mr Peover’s attendance was strictly as an observer.
The Chief Executive introduced this item on the Strategic Energy Framework (SEF), and focused on key features of the document.
A wide ranging discussion ensued.  The range of topics discussed included: the impact of the SEF on the Authority’s work, renewable heat, network integration, the EU third package, consumption issues, energy efficiency, the regulation of fuel oil and the impact of public expenditure constraints on the achievability of the SEF targets.
Overall, the Board noted the significance of the SEF and were supportive of engagement between the Authority and DETI on implementation (where appropriate).  
13
PC10 AND CC REFERRAL STATUS UPDATE
The Director of Water updated the Board on the status of the PC10 Final Determination and the Competition Commission referral.
Much of the ensuing board discussion focused on high level issues associated with the funding of NI Water, the efficiency challenge and the three-year outcomes envisaged by PC10. 
The Board noted the ongoing work in relation to the local resolution of issues associated with PC10 and the situation regarding the Competition Commission referral.

14
DETI ENERGY BILL
Eimear Smyth briefed the Board on the proposed Energy Bill, which is currently being advanced through the Assembly.
The Board clarified the impact of the Bill on the Authority, the Special Administrator regime, and the health and safety issues. There was a request to clarify a specific reference in the Bill.
There was also a specific query on whether the proposed legislation would allow third party access to gas storage facilities.  It was confirmed that the DETI’s proposals will ensure that third party access arrangements will be in line with the relevant requirements under European legislation.  European legislation also provides arrangements that may allow developers of gas storage facilities to request an exemption from third party access requirements. Any requests for exemption will be presented to the board for decision.

In addition the proposed legislation will provide clarification that it is the operator of the facility who would be guilty of the offence of storing gas without a licence if such an offence occurred. 
With these issues clarified, the Board noted the briefing.

15
FINANCIAL RING FENCING AND CORPORATE GOVERNANCE OF PHOENIX NATURAL GAS
Neil Bingham provided this update on arrangements that have been put in place by Phoenix Natural Gas as required under the new license conditions on financial ring fencing and corporate governance. 
Board members briefly discussed aspects of the arrangements in relation to resources and dividend payment and the undertaking of the Controller. 
16
REGULATORY POLICY: PORTFOLIO OF INFORMATION PAPERS
Board members noted the content of these papers as a helpful and informative reference point on wider issues.

17
STANDARDS IN RELATION TO ELECTRICITY, GAS AND WATER
This information paper was introduced by the Chief Executive and outlined standards (technical, customer and security) in relation to electricity, gas and water.

In noting the paper, a further note outlining what the key service standards are, was requested for the next board meeting.

18
SCHEDULE FOR BOARD AND BOARD SUB-COMMITTEES/ GROUPS 2011
Board members noted the agreed schedule for meetings in 2011, as outlined in this paper.
All items of business having been discussed the Chairman brought the meeting to a close at 1.45 p.m.
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