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Introduction

Airtricity welcomes the Utilty Regulator's publication of its draft strategy and forward workplan. &l
stakeholders will find it a useful document for understanding the framework within which regulatory
Cecizionz are made and against which they may be measursd. In general we support the
proposed sirategy, although we have made soms comments on areas where we believe the

emphasis could be improved.

General

Mot all the levers necessary for delivery of the strategy are under the confrol of the Utility
Regulator. We believe that the differing statutory objectives governing regulation of electricity and
gas may no longer be appropriate; might not protecting the interests of gas customers involve
promotion and development of the gas indusiry? Might not the objecfives for regulating network
operators differ from those that are appropriate for suppliers, shippers and generators? Would it be

reazonakle to provide greater flexibility in licensing processes o maks senze

The energy markeinlace in Morthem Ireland has changed significantty since the original legislation
was enacied. The increazed level of supply competition and numier of parties developing small
renswable generation projects, suggest that a review should take place fo ensure that any
unnecessary constraints or anomalies are addressad. For example;

» if a Generafion Licence holder acguires an already-licensed asset, is it really necessary to
go through a relicensing process for the new assel?

+ wiould a legal amendment, that permitied assignment of a licence with the consent of the
Authonty, reduce unnecessary administrative effort without undermining proper regulatory
safeguards?

Review of strategic themes

Proteciing customers

The purpose of regulation is to comect market failure in circumstances whers the markst delivers
weak or perverse signals on conduct or economic behaviour.  We absolutely support the nesed for
regulation of monopolies (or effective monopolies), howsver competition doss exist in a number of
arsas of the Morthern Ireland energy market and we would suggest that it iz dominance and the
exercise of dominant behaviour that is the izsue affecting customers. Dominance may not always
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lie with one particular parficipant in a competitive market, therefore to focus solely on moncpolies is

unnecesgsarily to restrict the scope of customer protection.

It iz gleo unclear whether efficient action by dominant parties is always a good thing; after all,
efficient action that undermines competition iz highly undesirable. The purpose of regulation
should e to ensure that dominant pariies do the night things for customers and do these
effectively. Therefors we belisve the enduring sirategic goal in this arsa should be to protect
customers by ensuring that dominant parties act effectively in delivering their serdce.

It iz not only in the area of price that customers may nesd to be protected. Incumbents may deliver
market systems and interfaces with great efficiency, but if these are costly, bespoke to Morthem
Ireland and result in potential competitors incurring significant investment cozsts to enter the market,
then competition may be slow to develop - if at all. Yet customers siill have to pay the development
cozt although receiving none of the bensfitz of competition. This iz a lose-lozs situation for

customers.

Protection of customers must include early consideration of the most effective means to deliver
policy objectives, rather than assuming a delivery model then sesking the cheapsst
imglementation. There iz now considerably wider technical and commercial experience amongst
energy stakeholders than was the case ten years ago and for the zake of effective investment of
customers’ money, the Wtility Regulator must make full use of this expertise when making

fundamental decisicns on the direcfion and management of the market.

In focusing on effective and timely price contro!l of the dominant supplier, the Utility Regulator must
always be cognizant of the potential for collateral commercial damage to the independent sector.
The form of regulation that guarantses revenus to the incumbent is potentially ruinous to other
suppliers not protected in this way and we welcome the Regulator's willingness to take difficult
pricing decizions during the recent period of volatile energy prices.

YWe believe the Utility Regulator's proposed review of the mutual ownership model for key asseis is
timely. Customers face the unquantified, but hidden, underwriting nisk of meeting any revenue
shortfall on these loang. It is important (o balance any political/philcsophical preference for a
particular cwnership structure with proper consideration of whether this type of risk fransfer serves

a useful purpose or merely disguizes a fundamental business nsk.

Envirenmental sustainakility and securi

Recent events in the gas market have highlightsd the fact that plentiful existence of gaz may not
necessarily result in unconstrained availlability for consumption. The position of Morthern Ireland, at
the end of a very long pipeline needs no further emphasiz. We support the Uility Regulator's
recognition of the nead 1o avoid putting off imporant but non-urgent decisicns. This is one area
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where the strategic tensicn of addressing urgent, important issuss without ignoring preparaticns for

the long term iz most cbvicus.

Cwr rezponse to the consultation on barriers to competition in the Morthern Irsland energy market
highlighted our support for expansion of natural gas usage. However it iz not clear why
development of the gas industry should have a higher priority than protection of customer interesis
in the Utility Regulator's statutory objectives. Perhaps it would be opporiune fo consider whether
the legislative framework for regulation should e reviewsed to provide congistency within the

energy sector.

In terms of metening, we believe that customers should be empowered through the uze of aman
meters; their provision should not be regarded merely as a technical issue. When keypad metering
was being introducsd, technical considerations wers to the fore and an opportunity o reduce costs
in the competitive market was lost. Customers deserve better when it comes to the introduction of
smart meters. The widest range of stakeholders must be involved in deciding the reguirements for
such meters, before any purchase order or pilot implementation is approved. We do not believe
that Morthern Ireland customers should be expected to camy the cost of reinventing this particular
whesl and the widest possible use =hould be made of experiencs in GB and elsewhere.
Furthermare the project should be delivered by the Utilty Regulator, to prevent the natural
incentive on the incumbent buginess — for efficient delivery of an inappropriate solution — resulling
in a gzcond-best outcome for customers. It will alzo be important to ensure that the solution does

not preclude futurs technical innowvation.

Im facilitating enhanced levels of renewable generation, it is essential fo remember that connection
coats can make or break projects. A clear 22t of charging principles must be established to ensure
that developers are charged approgpriately for eguipment that is required, that refund rules are
defined where temporary eguipment is installed or connection capacity is shared and contestability
iz always an option — even for shared conneclions. The rules on connection asset fransfer,
treatment of these free assets in the Metworks RAB and impact on charges must alzo be clarified
as a matier of urgency. A right of appeal o an independent technical review must also be

introduced without delay.

Protecting vulnerable customers

It iz likely that energy prices will increasze in the medium term, in spite of any relief that may be
seen as a result of the current economic environmant. The only reasonable response to high
energy prices is to plan policy arcund the expectation of higher costz and aim to reduce
consumption. We thersfore support the Uity Regulator's objective of protecting the poorest
members of society through development of the social action plan. However we believe that
infisxibility of 2ome healing systems (such as storage heaterz), lack of education in best practice

on heating controls (technological as well az not opening windows if a room is too hot), legislation
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on the existence of standby setlings that cumulatively consume congiderable amounts of energy,

are issues that must be addressed in addition to thoze idenfified in the consultation.

Boosting compeiition

Cr rezponse fo the consuliation on barriers to competition highlighted the need for all-lsland
miarket solutions to reduce the cost of infroducing compstition. The Morthern Ireland market is foo
small for bespoke market dezigns that heap unnecessary costs on the customers who ultimately
pay. Morthem Irsland customers should be able to benefit from industry developments already
camed out by participants in the Rol market and neither these participants nor customers should
be expected to pay to reinvent sclutions already developed. Instead, customers should only be
expected to pay for solution implementation in Morthern Ireland. We therefars suppart the Liility
Regulator's strategic intent to work with the Commizsion for Energy Regulation on joint work

programmes.

A key izsue that affects development of retail competition and the volatility of prices impaciing
customers, is the lack of availability and poor product range of wholesale SEM hedging contracts.
Unlocking thiz blockage must be a key objective in delivering the full benefits of the Single
Electricity Market. We support the proposed review of the long-t2m power purchazing
agreements; belisving that individual generators should be able to offer hedging contracts and

thershy increase the numker of independent wholesale confracting parties.

Harmeonising ensrgy markeis

The SEM iz an example of a very succeasful joint implementation project. It has deliversd a
transparent and fair market structure in which gensrators and suppliers are all reated equally. Itis
a major improvement on previous arangsments in both jurisdictions and customers will benefit
from the improved pricing and suppor for retail competition that this wholesals market provides.
We therefore wholeheartedly support the development of further commonality of arrangements
envisaged by the CAG. We also look for full harmonisation of the gas retail arrangements to resulf
from this project and believe that retail market synchronisation acrozs the island of Irsland iz the
lrest route to deliver the benafits of competition to customers in Northem Ireland.

Im terms of infrastructurs, we strongly support Eirgrid's Grid 25 development strategy and we look
foreard to publication of the equivalent sirategic review of the Morthern Ireland transmission
metwork. Improvements in this area would also support the sirategic goal of environmental
sustainability and security of supply.

Evolving regulatory framework

We have stated earlier that we believe a review of the legislative framework for Northemn Ireland
regulation may now be appropriate, as the markst has developed considerably since the original

legislation was enacted. The propozed WHility Regulators review of its regulatory powers and
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functicns ought alzo to consider potential changes that would support consistency across the
energy sector and resolve tensions within and between existing legislation.

LUtility Requlator's erganisation
The Utility Regulator's significant restructuring means that it is now not always clear who is

responsible for what. We therefore ask that the website be redesigned to provide better access to
documentation and within this a *user guide to the Ulility Regulator” be included.
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ESB Independent Response to the NIAUR 5 Year Corporate Strategy 2009-14 &
Forward Work Programme 2009-10 Consultation

9™ January 2009
Gareral Comments

ESE Independant Enengy welcomes This valusbie opporiunity b comment an 1he NIALUR'S 5-Year
Comporale Strabegy 200214 & Forwand Work Programma 2009-10 and ba conirbuts 1o the debale an
the Impartant fackars affacling the eleclicily market in the madium-lerm. ESE Independant Ensrgy
operales in the elecricily seclor in both Pepublic of reland (RO and Morhern ireland (I} and
theralore has an obvious inkersst in The work pragrammes of balh the MIAUR and the Commission for
Erergy Reguialion {CER).

I ger=ral, we belive the paper Idenifies the key chalengss and IssUes 2.0, envronmental
sustainabilty, security ol supply, further comp=kian in the whoksak and retall marksts, furher
ramcnisaton o ErE gy marksls Marth and Sauth elc. Howswar, Inour v iew some Esues ars of
arealer signficancs than olhers. The skeclicky ssctor in Ireland lacss many chalenges over the next
decade nane more 5o than the nesd to ncreass (he panetration of renewable genaration 1o minimiss
our oear-depandance on loasi fual EHUI’IL’JT]’ QE‘FBI'EIZDI'I whisl slil E'I'I'-E-I]I'II'Q-H. comp=litive market for
Irvestors and 1he kowest possibke price for customers. Panewables, I:l-EII'ﬂl.'.-I."EItf"l'l ird, alsc has he
abiity 10 contibule to he soiution of offier key challenges (securky al supply, cost of cimale
change/zarban) bul thair ordery connection and aperation in The markal nesds 1o be carsfully
considened fram an Alklsland parspactive.

Whikst ESE Independant Enengy recoanises Ihat the NIAUR are responsibie far projecling NI
customers, we belleva thal an Al Eland Market Framework offrs balh raguistons e best opporunky
ko profect thair customers awer he medum 1o long-term. Therstore, il s mporant that he cojeclives
MIALIR'S 5-year srabagy are eligned 1o hoss in the CER'S 5-year sirategic plan. Inaurvisw this
wiould b best achievad through the devalopment by MIAURYCER of & joint S-ear siralegy specincally
addressing the Bsues afecling the furthar developmant of he Ak leland Eleciicity Merket post-SEM,
We bellave thal the most eflicient way 1o safeguard customer Interesls and all markal slakehakdars |5
thrawgh sflective susiainable campatilion in the AN Island manket. Key b his is ensuring 3 levek
playing fizkd for 2l marksl paricipants within the markst in &5 mary ereas of opsration 8s possible,

Anather key chalengs over the limeframe of this sirategy ks to encure thal investment in infrastruciurs
and incraasing enargy demands can conlinue 1 be met. Compsilion Tor rvesiment will mean that
irresbors will weioh up the risks end coportunilies associaled wilh the raguiatory erronment betors
commitling b new projecls. Therefore, the whole reguialony envronment el and he ok of MIAUR
ir the evolying reguialony framework are of paramount Imporlance. Reguialony slabilty is vial o
ansura imesior confidencs in ihe marksl. Stabiity in the ragulatory process in agdbion 1o a clear



strateqiz dreclion aliows cument and palential investars b foracast rek mane acourakaly and harslions
minimis= ihe et of business b hem.

There wil contirue bo be 3 major Tocus al European Linkon (EU) policy making level on anergy marksl
Irkagration, security of supply and Improved market competitveness, For examp, tha mminent EL
Third Package of enengy merket lberalisation ratorms will requine to be transposed into naional
legilative and raguiahony regimes. In this regard, ESE Independant Energy welcomes aclians
idenliiad by the MIALIR in the Famard Work Programme (FW P) b review The finalsed Thid Packags
and coneicer Implemertalion |ssuss assccialed wilh the challenges posed by the futher EL marks!
lberalisation ralorm agenca.



Specific Comments

E=ZE Indspendant Enangy would aksa ke 1o highlight the falowing poinds fram our parspsctive a5 an
indapendant s2cond Her relall suppier aperating inthe M1 eleciricity market:

HIE Energy Tarlff S=tting Pass-Through Charges'E-facor Price Comral Exerclss

I i5 well clear from previcus consulalions thal many existing Independent suppliers and potantial new
anlrania consider the cument 1ari sinichures unlair. Incumbents are shikldad from procursment nsk
bry pass-through and from @stimation risks by the K-Tactor which can underming the developmeant of
competition in ihe retsil market and polentialy Rinder new eniry by pralecting the requisksd supply
busiress against changes inmarksl condbions. End customers ullimataly baar these risks. ESB
rrlependent Ensrgy beleves that the whok |ssu2 of he K-lactor and pass-Ihmough nesds 1o b=
reviewad with 2 view 1o shifling thess risks back somewhal kowerds 1he ragulated supplier wha iz in

the b=t poaition b menade thess risks.

The cument procass of seling an annual tanfl in lsell has the polerts to creale risk far balh existing
Independant suppliers and new enfrants as they 1end 1o offer their own 12 producks In @ headging
markat that alfers products aver mullipk ime harzons or difarent contract imainas. Thersfos, & 3
rminimum, we believe 1het there nesda koe far QI'E'-EI'EIT 1[-E|I1IIE.I'EII1I.'.:|I', lim=inezs and l:1:1:l:ll'tlll1|'|'_|l' 1t
Irgut it thiewhole NIE Enargy rebal baritl struclure seting process and price conirol ecercise. Wa
are ol the view that there B & generd lack of publishad consukalive mlormation on past 1arif seting
and Insufficient time grven ko acdress consukatians. ESE Indepandent Enendy balkeve a ful, open
and imaly consukalivs framework far sstling MIE Enangy retsl taris woukd aod sionificent valus ta
the while trE.I'FE-I:l-EII'E'l'!:]I' ol tarit EEtﬂI'!; consuhaliones.

Al prasant, thars i no sppropriss raguiskony forum in M for suppliens Lo discuss issues such as
FEINSS5S charges, MIE tanirs, Uc&/DUcS charges etz dagpile raquests from suppliers and alher
clistomer rapressntatives farthe re-establishment of such a lorum. The resukant leck of Timety
infarmiation &nd ITanspanency on hess iBsues not anly puls suppiers in avery weak posilion when
passing Ihrough any changes to customars, bul can aka hase significant operational implcations due
o systams chandes and shorl limescales far implementalion &.3. recant FE0 reduclion
anncuncamant. ESE Indspendant Enengy would Kke ta s2e thie igsue speciically addresssd in tha
Fa! P far 2008,
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&t 1he recend workshop in Bellas] theane wias some dscussion aboul the eslablishmeant of 8 *Aetal
Manks Fonum® comprising suppiers and cther k2 slakeholdan under the new Astall Marksd
Deselopment Group In MIGUR. EZE Indepandant Enangy wiolld welcomes such afanim and skgnal
aur wilingness 1o participalein k.

Many of he issues delailed in the FP, and In 1his response, ara Ikely be discussed and dabatad &t
thiz Retal Maket Forumwhich we feal wodld be a valuable advisory body and scunding board for the
indusiry. ‘Wewoul sso suggesl thal eiher tha Ralall Marksl Forum or the cther reguiakony fanim
sLgesied above, Ncomporale reguiar updales an ihe “SBA Comm ks Waorkplan™ and the *DETI
Strabaqic ENergy Framewank’,

Further Harmenlsation of @ ne gy makets Morth and Scuth

EZE Independant Enengy believas that the futher deselopment of an Ak iEland Mankest Frameswork
oflers Doth requialons the basl cpportunily 1o address he subetantial end dificull chalkenges the
island of Iraland facas orer the necel decade in the elechricity maket and thus ulimakaly the best
opporiunky o prolect cuetomers. TheAlk-sland Wholesale Marksl hes been in operaion now Tor st
avar 3 year since 1% Movambsr 2007, ESH Indapendent Enendy beliey es 1hare ara now possbly
further weays inwhich the two marksls could cperale a5 ane, sp=cifically the foloving:

+  Cumently, Independant Enargy operatas two diferant network market messaging business
process systams for dealing with new cuslomer regisiralions, de-enargisalions & ra-anengisalions
and meder readings processing etc. Harmonksalion of hese Sy stems wil, Arslly, reducs the oost
of doing-bUsingss in balh manksts aspecialy in relalion o reducing the cost of entry inlo the
marnkst 2inca 3 new entrant is unlkaly ko considar the Replblic of Ireland o Mathern Irzlandin
Isalatian. Sscondy, il 18 Bkely that by harmanising the bwo sy stems, the ovarall cost of pravidng

the networks marksl mes=ajing service could be reducad.

= Cumently, EEE Indepandent Energy are imvakaad in the racruilment of 2 number of our own
cuslcmers in ROI for paticipation in 3 comprehenshne piol testing schema nadyance of he man
rok-out of SPART Metarng acra=s al of ACL. This requiras the deselcprment of & funclional
specilication. This i baing conducled wilhoul 1he Redusion of MIwho B als0 now beainning o
separataly investigats the ral-oul of Ska BT Metaing acnzss Ml To minimee customers’ camant
& future costs, K would be mare Censlicial if this whole 2MART Melaring inkialive weas

corducied an 8 co-ordinated Alklsland basis. ESE Indapendent Energy b=dleses thal 1ha benalils
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end cosls associaled wilh SMART Melaring must be shudied and detamminad from an Alklsland
Market parspacliia,

Al prezent in NI there s an Enengy EMciency Ledy programme of scheme bo lund anengy
efficiensy maasures which Is currenlly being reviewed bk thera i no such Tomel schemea at tha
mament in P21 Howewer, anew lormal enandy eficiency scheme of sams sart far ACH, yel b b=
finally determined, Is now being conskdarad for propasal by the Depanment of Communicalions,
Erergy & Matural Rescirces (DCEWF]. Again, b achisse maanindful resuks intems of
improved and enhancad enangy stickncy measwres, dimaba changs and reduchians in cabon
emizzions, and ind=ed enandy cost s3vings Tor all customams, E2R Indepanden! Enendy believas,
Egan, 1ha such & sigrificant iniliative would be beblar sansed Foonduckad Trom an All-lsland
Famket parspaclive.

An irvestigation Ink 1he eflect of and the subsaquent harmanizalion of the dif2ing payment
schemes for renewables in NI and ACH{ROCs and Faad- in 1ariTs) woukd b= very usstul.
Cumertly, the divergence in the valus of AOCS and FoedHin Enifls acts & a tnancial ncentive 1o
locahe windanmis in Morihem Ireland. I these payments wers hammonised, Irvestment would
miare Ikely 18ke placs where & B mast sirategically benefcial ram & system perspective nstesd
of where it 15 passibly more financialy beneliclal to do 50, The impacl of the current ragime
shoul be sxamined and evalaled aganet the cosl of windtam development a5 sel cut in tha Al
Ialand Gid Shudy, which @ndegsoursd b Tind the least cost solulion 1o renewsbles penetration.

& hamionisalion ol the processss inboth ROLand W in relation b Fuel M DEdosre would ako
maks more sensa inan Ak EEnd conteel. Cumently, fuel mie i decksad in ROI and displayad
on customear imyclcas in RO akng wilth ervronmental CO2 inlcrmation. Howsear, 1his 5 not 1he
case a= ol yel in M. Currently, fuel mk (s detemined from the 2B pool bul & ney sindke
combined process for delermining the exact fusl mi incuding renewabies explckly should be pul
in place on an AFIsland basis.
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Custormer Swhching & Swhching System

Oue b 1he phyeical sywibching Dimi ol S0, 000 sibes {150,000 with some addilional sperd’ an MIE ICT
gyulems 2 number of Issues’gueaslions arise that coukd potanlially 2ot 38 8 bamier 1 new entramls of
ind2ed abarner 1o sepansion of exiEting s2cond lier supplies 8.

» IMfor cample 3 new entrant in e domestic sactor iwhars acquisiion numbers ars Ikl 1o be
highesst) bakas on & sianficant number of new custamers then he phy skl limiwoukd b quickly
reached, blecking any olher suppler gaining cuslomars elthar 1SS or domestic.

# Ifanumber of suppliers wara 1o star I'EI!;IE'IE"'Q riew 8iles gk the same ima, and 1he numbear o
“remaining” & allable places wers kw, how woukd ha places in NIE systams be assioned?

iEvan that the "Enduring Zokkion” B unikely 1o 62 in place belore 2012, we (a2l that MIAUA should
ghve s0me consideration 1o thase 1ssues soon.

Lang-Tem Custamer Contracts

Thene s some coifusion as 1o whether this relab=s 1o “incumbenis™ or “enmrants™ offering kong1erm
ciistomer conracts. Howewar, ESE Indapendent Energy t=lieses thal, whatevar about he
ircumbent, there should b2 no resincliors pleced onthe solity of Indapendent sLppliers [ ok
ciiElomers ik lond-term customear contracks. In anapen and comp=t ke maksl, supplers and
cagtomers should b2 able to contract freely in & manner 1hat 18 b2 he mulual benefk of both parlies
and this may wel include long-tam cuslomer conlracts. To place any restricions on this would B2 1o
tre delimant of all paties concamed and could, far sccample, kad b swilching just for the sake of i
and far the optica of bas opposad o apen and 1air competiion. Cuskomers should havs no Imik ar
resiriction an cholce includng coniracl duration.

Liquidhy of contmct markst and further regulatory action 1o promode a mors devalopsd
sacondary hadging markst

Ab presant the 2EM 1= quika iliquid and Independent Enerngy Wollld SUpport amy measures b
imprave this inihe conled of supporting a suslainate compsiine markst bk wilh the careal het we
believs the rarksl woukd be best servad by anlilies wilh a suppfy and assccialed generation posilion.
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ESB Response to NIAUR Consultation on its 5-Year Corporate
Stratecy (2009 — 2014) and Forward Work Programme i A pril 2009 -

March 2010)

ESB welcomes this second opportunity to respond to NIAUR s 5-Year Strategy and
Forward Work Programme, which follows on from the submission made in
September 2008, Tt will be important that the strategy and work programme are
finalised s0 as to build on the many achievements of the last number of years while
recognising the regional and global challenges facing the sector and also aligning with

initiatives at a Evropean level.

ESB believes that the key areas identified as priorities for the period 2009 to 2014 are
those that will provide the greatest benefit to consumers in the energy sector on the
island of Ireland. NIAUR has identified certain steps that it will endeavour to follow
to realise these objectives. ESB suggests other initiatives that could be undertaken to
further develop these objectives over the same proposed timeframe. ESB has not
made any comment on the straiegic objectives or workplan proposed for the water
sector, and limits this response to the energy sector. ESB has grouped its comments

on strategic and workplan proposals under various headings below,

Aliznment of Policy, Strategy and Action on All-Island Basis

Eeference is made to other strategic reviews in the energy sector (DETI Strategic
Energy Framework and SEM Committee Work-plan) which are taking place over the
same timeframe. Where these reviews result in similar objectives and goals, with
interdependencies between work-plans, it will be necessary for increased cooperation
and coordination between the government departments and the regulatory authorities
in order for all key priorities on an All-island basis to be achieved. This coope ration
and coordination will allow for regulatory stability over the period where these

priorities are being delivered upon.

The successful experiences of the SEM establishment programme and the working
relationships that were developed over that period should continue to be leveraged, in

conjunction with the key stakeholders in Great Britain to further promote the
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expansion of the wholesale electricity market definition into a GB-Irl Market. which it
is envisaged will introduce further competitive forces in both wholesale and retail for

the benefit of all consumers.

Harmonisation of All-Island Markets

A consistent theme throughout the NIAUR draft strategy is that concerning further
harmonisation of energy markets and fostering enhanced levels of competitive
pressures within them. ESB supports this goal and the continved close working of
NIAUR with CER on practical initiatives such as promoting increased liquidity in the
wholesale electricity market, bringing significantly forward during 2009 the
implementation of IT systems within Northern Ireland to support high-volume
customer switching and further standardisation of operational processes at retail level.
These initiatives should encourage and facilitate greater retail market competition

within the Mass Market and lower end of the Industrial and Commercial sectors.

Eeference iz made within the NIAUR workplan to the cancellation of the long term
Kilroot contract and to its potential replacement with a future PPA contract. ESB
requests that the NIAUR workplan contains consultation on its proposals in this
regard so that the implications within SEM can be understood and to ensure that the

outcome is competitively neutral,

Creat Britain — Ireland Electricity Market

ESB believes that it is now timely, with further levels of electricity interconnection
planned between Great Britain and Ireland, to consider advancing a single Great
Britain — Ireland electricity market. The proposed increase in interconnection by
2012 has the potential to greatly reduce the level of congestion between the two
power systems and to allow for a high degree of market coupling, which should in

turn facilitate market competition dynamics to take effect.

This will require co-operation of all key stakeholders — in particular it will be
necessary to ensure support of all governmental and regulatory authorities (NIAUR,
CER and Ofgem) behind any such initiatives.  ESB believes that NIAUR in
conjunction with CER is best positioned to promote industry consideration of GB-Irl

in the near term, and encourages it to do so. Such initiatives will complement the

et
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current activities of the FUI (France UK Ireland) regional initiative working groups
which are currently focusing on increasing interconnector capacity and the operational

Alrange me nts for same.

Gas Market Initiatives

ESB supports the promotion of further gas market competition on an All-Island basis,
As such it awaits further progress under the Common Arrangements for Gas
initiatives, in particular with regard to conclusion of the known issues relating to

interconnection between both jurisdictions (Morth and South) and transmission tariffs,

ESE also awaits with interest the views and proposals of NIAUR regarding the

promotion of gas storage capability,

Sustainability — Treatment of Wind

ESB fully supports sustainability as being a key strategic objective of NIAUR over
the coming wvears. Indeed ESB's own corporate strategy framework to 2020 is

structured with sustainability being a key overarching principle.

The All-Island Grid Study concluded that significant strengthening of the electrical
transmission and distribution systems are required within Northern Ireland to
accommodate higher levels of mpewable generation in the coming vears. Obviously
connection of wind generation onto the power system and integration within the
market will be important over the coming years. ESB notes that NIAUR plans to
work closely with NIE to implement the necessary network developments required to

support sustainability.

With the purchase of SONI by EirGrid scheduled to be completed during the first
quarter of 2009 there is a very good opportunity to develop a consistent Grid
Development Strategy across the whole transmission system both north and south and
for system planning and deve lopment to be closely aligned from now on. The drafting
of network development plans, involving close coordination in order to maximise any
resulting efficiencies, requires to be progressed urgently to allow for increased

connection of wind onto the power system over the coming years,
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Furthermore, it will be important that support mechanisms are reviewed and enhanced
if appropriate, in conjunction with CER. to encourage enewable generation to locate
where most strategically beneficial on the island of Ieland, rather than in other

European jurisdictions should more favourable support mechanisms exist elsewhere,

In addition, at present there is significant uncertainty regarding the treatment of wind
within SEM going forward. This has a direct impact on the ability of wind-farm

developers to secure funding and as such this clarity in this area is urgently required.

It will equally be important that mechanisms are supported which allow for the timely
application and connection of conventional plant onto the power system as necessary
in the event that the projected build of renewable generation does not ocecur or for

other security of supply reasons,

Susiainability — SMART Metering

It will be beneficial for electricity consumers that SMART metering strategies are
aligned north and south, as this will further support retail market competition on an
All-island basis going forward, Alignment of the technology and its capabilities and
the supporting data management systems will further facilitate retail market
transactions and demand side management on an All-Island basis. The CER led
SMART Metering Project in Ireland is progressing well, with installation of meter
technology for pilot phase aleady commenced, and customer behavioural trials

scheduled to occur during 2010,

Progress in Northern Ireland is not as advanced and NIAUR is therefore urged to
drive forward agreement, within Northern Ireland, on the fundamental metering
technology and Meter Data Management System decisions with recognition of Smart
Metering decisions taken in Ireland as soon as possible. Opportunity still remains for
alignment of trials and subsequent recognition of implications and benefits on an All-
Island basis however, to achieve this, an agreed approach on SMART metering
technology across all suppliers in Northern Ireland will be required in the very near

future.,
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