SUMMARY OF MINUTES OF THE FORTY FIRST MEETING OF
THE NORTHERN IRELAND AUTHORITY FOR ENERGY REGULATION
(NIAER) HELD ON THURSDAY 8 & FRIDAY 9 MARCH 2007
IN QUEEN’S HOUSE

Present: Dr Peter Matthews Chairman
Ms Etain Doyle
Mr Clive Elphick
Mr Philip Johnson

Mr John Gilliland (Friday 9 March only)
Mr lain Osborne Chief Executive

In attendance: Mr Dermot MacCann Deputy Chief Executive
Mrs Sarah Brady (Agenda Item 14 only)
Mr JP Irvine (Agenda Item 9 only)

Ms Fiona Gallen
Mr. John Woods (Agenda Item 11 only)
Friends of the Earth

1. APOLOGIES FOR ABSENCE

It was noted that both Chris LeFevre and Jim Oatridge had sent apologies.

2. FIRE DRILL

The Board members were reminded of the evacuation procedures in the event of a fire
in Queen’s House.

3. DECLARATIONS OF INTEREST

Clive Elphick noted that United Utilities was currently bidding for a contract with the
NI Water Company but that he was not personally involved in this process. It was
agreed after discussion that this did not in itself create a conflict but was worth
summarising in a file note on the conflicts register.

4. MINUTES OF THE PREVIOUS MEETING

Following a brief discussion, the minutes were agreed subject to a few minor
amendments.

5. ACTION POINTS FROM FEBRUARY MEETING



The Chief Executive informed the meeting that all the points listed in the memo
issued had been actioned since the last meeting.

6. CHIEF EXECUTIVE’S REPORT

The Chief Executive’s report updated the Board on developments in relation to
Policy, Management and Political & Regulatory Developments.

Gas

The Chief Executive told the meeting that Phoenix had submitted proposals for a
price reduction with effect from April 2007. He told the meeting that these proposals
would be analysed in conjunction with the Consumer Council and that an
announcement would be made next week. The Chief Executive added that Ofreg
intended to review gas costs again later in the year in an attempt to reduce prices even
further. The Board welcomed this news.

Electricity
It was noted that a 3% reduction in electricity tariffs was due to be announced next

week.

SEM
The Chief Executive informed the Board that the SEM legislation was scheduled to
go to Westminster next week.

Water

Ofreg is currently in discussions with DRD over the details of a number of the
secondary instruments which will bring the water regime into force.

It was noted that in GB, moves were being made to transfer ownership of private
sewers to water companies.

Branding
Visual material containing a selection of possible logos had been circulated to the

NEDs. When a decision had been reached, the Chief Executive explained that the
focus group would now press ahead with the re-brand to The Utility Regulator and
sort out all the practicalities. He added that branding guidelines would also be
circulated to all staff. The Board agreed that the organisation should also register the
appropriate domain names for example utilityregulatorni.gov.uk.

7. MEMORANDUM OF UNDERSTANDING BETWEEN CER & NIAER —
DRAFT DOCUMENT

A copy of an addendum to the 2004 Memorandum of Understanding with CER had
been circulated to Board in advance of today’s meeting. The Authority authorised the
Chief Executive to sign the MOU on behalf of Ofreg.

8. JOINT REGULATORY ARRANGEMENTS
A briefing paper on the proposed Joint Regulatory Arrangements had been copied to

the Authority before the meeting. A lengthy discussion followed on the suggested
governance arrangements, and how they would impact on Ofreg and the NI consumer.



The board were keen to ensure that working arrangements recognised the resource
imbalance between Ofreg and CER, which will mean a measured pace of work to
enable both regulators to come fully to grips with issues before JRC decisions. Ofreg
was keen to work closely with CER and it was felt this could best be organised with
common tasking being in the first instance kept to essential subjects (probably only
market monitoring; TSC and grid code; and modelling of regulated parameters), with
other policy work being taken forward bilaterally to begin with. Common tasking
might be expanded later. The board requested this approach be explored with CER.

Regarding who should sit on the JRC for Ofreg, normal governance should suggest
this ought to be executive members of staff. This would suggest the CEO and
Electricity Director. The third post might also be filled from the office, although it
was agreed that the possibility of including a non-executive director would be
reviewed again once the current recruitment activity to the board had been completed.

9. RULES OF PROCEDURE

An updated version of the Rules of Procedure had been forwarded to the Authority. It
was noted that the three main amendments were the acceptance of undertakings (in
lieu of enforcement action), the decision to apply to court for a special administration
order and the approval of an undertaker charges scheme which were all specific to
water and had been added as new Reserved Regulatory Matters effective from April
1. The document had also been amended to replace DETI with DFP as the
Authority’s appointing body.

Following a brief discussion on dispute determinations, the Authority agreed that
data on all complaints should be kept and that this information should be reviewed
and fed back to the Board on a quarterly basis.

In-house legal agreed to compare NIAUR’S Reserved Matters with Ofgem and
Ofwat’s and report back on the differences. It was also agreed that a review of the
Rules of Procedure should be carried out to ensure that Ofreg was meeting best
practice.

10. BUDGET 2007/08 BASED ON FORWARD WORK PLAN

A copy of the draft budget for 2007/08 had been copied to the NEDs. A brief
discussion followed on the figures outlined; the Authority stressed the importance of
looking at the overall budget with regard to the impact on the industries regulated and
consumers. It was noted that the 2007/08 budget contained one-off costings for the
SEM project. The Authority agreed that some funding should be set aside for research
purposes and that an overview of the 07/08 budget should be prepared for the next
meeting.

Friday 9 March

11. PRESENTATION ON SUSTAINABILITY



John Woods from Friends of The Earth joined the meeting and gave a presentation to
the Board on Sustainability. Topics of discussion included the Climate Change Act
and Sustainable Development.

The Authority agreed that as the only multiple-utility regulator in the UK, they were
in a unique position and that as environmental protection was one of their statutory
duties they wished to ensure regulation was sending correct economic signals in this
area. To this end, the Board agreed that they first needed to understand what the
adoption of the sustainability principle would mean in practical terms. It was agreed
that Ofreg would begin work on a strategy, which would focus on the practical
implications of aiming to embed economic principles such as internalizing external
costs, and appropriate allocation of costs between present and future consumers. This
will include gathering the best evidence, which might be taken forward by
commissioning a literature search.

The board also asked that the organisation’s own carbon footprint should be
determined and that initiatives such as carbon off-setting etc. would be examined.

12. CHAIRMAN’S SUGGESTIONS - RESEARCH, REMUNERATION &
ENVIRONMENTAL POLICY

Research and Environmental Policy had already been discussed under agenda items 10
& 11.
Remuneration Policy

It was agreed that the remuneration strategy for direct recruits needed to be discussed
further.

13. RELATIONS WITH MINISTERS

Following debate on the role of Ministers in setting the policy framework for
NIAER’s work, the Authority agreed that their main objective was to seek to achieve
consensus by keeping the various political parties informed on key issues and
balancing economic and environmental interests.

14. NIROCS

An information paper on the potential impact of the SEM pool on the Northern Ireland
Renewable Obligation Certificates (NIROCs) and the Climate Change Levy
Exemption Certificates (LECs) had been circulated. Sarah Brady explained that the
impending SEM legislation could create a problem for renewable generators from
November as they will not be able to certify that electricity has been supplied to
customers in NI and similarly electricity in relation to LECs must also be consumed in
the UK. She added that DETI must change either the NIRO or The Energy Order or
both to allow both schemes to continue to operate. The Board were concerned and
agreed that contingency arrangements should be put in place to keep both the NIROCs
and the LECs schemes operational, they urged the office to strongly encourage DETI
to make the necessary legislative changes and asked to be kept informed of
developments.



15. WATER REGULATION GO-LIVE

A briefing paper for the Water Board Advisory Group had been circulated to the
NEDs for information.

16. BAGS/ AUDIT COMMITTEE FEEDBACK

A copy of the draft audit committee minutes had been circulated to the attendees. It
was noted that Etain Doyle would replace John Gilliland on the Audit. However, as
the Chair of the Audit Committee was absent from this meeting it was decided that no
further discussion should take place.

17. BRIGHT IDEAS
Nothing further to report.
18. ANY OTHER BUSINESS

John Gilliland
It was noted that this was John Gilliland’s last meeting. The Chairman thanked John

on behalf of the Board for the valuable contribution he had made during his time with
NIAER.

Physical Safety of Assets
The Chairman asked that the office determine who is responsible for the physical
safety of gas pipelines.

Future Meetings

It was noted that the May meeting would take place in Dublin.

The June meeting would take place on Thursday 7 June (9-3.30pm) and would be
followed by an Audit Committee Meeting.

Effective Board Governance

The Chief Executive informed the attendees that a course on Effective Board
Governance was scheduled for Friday 8 June and that he would encourage any
interested parties to attend.

19. ARRANGEMENTS FOR APRIL MEETING

It was noted that the April meeting would take place on 4 & 5 April in Queens House.
An Energy BAG Meeting would take place in the morning of the 4 April at 10.30am
and the main board meeting would commence at 2.30pm. Representatives from the
Gas Industry would be invited to dinner in the evening and the board meeting would
resume again at 9am on 5 April.






