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1. Introduction 

 

1.1. The Consumer Council’s role is to give consumers a voice and to make sure that 

voice is heard by those who make decisions that affect consumers. A Non-

Departmental Public Body, the Consumer Council was set up by statute in 1985 

to promote and safeguard the interests of all consumers in Northern Ireland. 

 

1.2. The Consumer Council has certain specific responsibilities for energy    

(including natural gas, electricity and coal), passenger transport, food, and 

water.  

 

1.3. The Consumer Council welcomes this opportunity to respond to the Utility 

Regulator’s consultation paper on their draft Corporate Strategy 2009-2014 and 

Forward Work Programme 2009/10.   

 

1.4. The Consumer Council’s response outlines some high level principles for 

consideration during the period of the Utility Regulator’s Corporate Strategy and 

comments on some Forward Work Programme projects which are of particular 

interest.  We have not and will not outline our position on policy on any matter 

until more information is available.  

 

1.5. Consumers need more effective, tougher regulation. We look forward to working fully 

with the Utility Regulator on all areas of their work alongside participating in all of the 

proposed consultation exercises. Our position on particular matters will develop further.  

Therefore, we would like to advise that our position as outlined is largely influenced by 

the current situation faced by consumers and on some of these matters will develop and 

change once more information becomes available or circumstances change. We 

reserve our right to ensure consumers’ interests are protected in the ever changing 

energy and water sectors and that we are not tied to previous responses made in 

different circumstances.  
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1.6. It is vital that consumers’ interests are at the heart of all the Utility Regulator’s 

work. The Utility Regulator must demonstrate consideration and a balancing off 

these interests over the short, medium and long term.   

 

1.7. Following the structure of the consultation document the Consumer Council’s 

response is split into two sections - the draft Corporate Strategy and the Forward 

Work Programme. Many of the points raised span different priority themes and 

Forward Work Programme projects and read across both documents. Some 

points may be repeated, but where possible we have merged the draft Corporate 

Strategy areas of Strategy Challenges and Drivers together with the Strategic 

Themes to avoid unnecessary repetition.  

 

2. DRAFT CORPORATE STRATEGY 

 

2.1. The Consumer Council welcomes the inclusion and importance given in the 

strategy to forging relationships with key stakeholders. It is through working 

together, and understanding others’ objectives, that good direction, advice and 

policy is developed.  

 

2.2. A major factor in constructive working relationships is transparent and timely 

communication and cooperation. We are encouraged by the Utility Regulator’s 

recognition of this necessity throughout all of their work and look forward to this 

being demonstrated. 

 

2.3. There must also be timely and effective communication with all consumers in 

accessible formats and ensuring customers understand the information being 

conveyed.  

 

2.4. We agree with the benefits of the cross-utility approach being proposed by the 

Utility Regulator. The Consumer Council has also found benefit in taking a cross 
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utility perspective on many issues and looks forward to working with the Utility 

Regulator in this fashion. 

 

2.5. The Utility Regulator’s corporate strategy reflects that the regulation and 

operation of the current water and sewerage regime is new to all stakeholders 

(and we note that several projects in the Forward Work Programme look at the 

development of various aspects of this regulatory regime). Given this fledgling 

and faltered status and the present uncertainty of long term decisions over, for 

example, metering or direct domestic charging for water a sufficient degree of 

flexibility must be built into the systems and structures proposed by the Utility 

Regulator to ensure adaptability to synchronize and link with any decisions and 

outcomes from the NI Executive’s consultation. This flexibility must allow for the 

development of a specific regulatory regime to reflect the unique position of 

Northern Ireland.  

 

3. Protecting consumers, rising prices and the need for concerted action  

3.1. The Consumer Council agrees with many of the challenges that the Utility 

Regulator has identified throughout the strategy.  It is our view that high prices 

and the human impact of this is without doubt one of the most challenging, yet 

crucial, issues to be addressed. Given the extent to which prices have risen in 

Northern Ireland we believe this issue needs to be addressed urgently, and 

consider the Utility Regulator to have a significant and important role to play.  

 

3.2. The Utility Regulator makes decisions which affect the amount of money in 

people’s pockets.  Therefore we believe that the Utility Regulator is well placed 

to contribute to solutions within Departmental and Executive strategic direction 

and policy to help alleviate financial pressure on the most vulnerable consumer, 

for example variable tariffs based on consumption and ability to pay.   
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3.3. Urgent and priority consideration must be given to combating the impact of high 

energy costs for households in Northern Ireland and the divergence in prices for 

electricity and gas in Northern Ireland compared to Great Britain.   

 

3.4. The issue of fuel poverty is the most important issue and challenge which 

campaigners and energy stakeholders face today.  Following over 50 per cent 

price rises in both Phoenix Supply Ltd and NIE Energy’s tariff in a six month 

period, eradicating fuel poverty must be at the top of the agenda.  We fully 

believe that the Utility Regulator has a role to play in combating fuel poverty 

given their responsibilities in approving price increases for monopoly supply 

companies and we look forward to working with the Utility Regulator in this 

regard.  We are disappointed that no steps have been taken to develop variable 

tariffs to date.  

 

3.5. We strongly agree that the protection of consumers must be the dominant theme 

throughout the water reform process and beyond. Consumer protection and 

water affordability must remain central in all considerations and decisions on 

price control and wider sustainability, security of supply and EU issues.  

 

3.6. The Utility Regulator’s final Corporate Strategy needs to reflect the ongoing work 

in developing the water and sewerage price control process and principles. This 

should link to the new governance structures within which the Price Control will 

take place and carry to the evolutionary nature of the water and sewerage 

regulatory environment and the ongoing progressive decisions being made.  

 

3.7. The development of the price control processes and principles must reflect the 

unique position in Northern Ireland with one water and sewerage company, one 

multi-utility Utility Regulator and one multi-utility consumer representative. It 

must also work within the strategic direction set by Ministerial guidance and the 

Water Stakeholder Steering Group established to provide this. Therefore, there 
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is the opportunity for all stakeholders to develop unique processes specifically to 

manage the price control process in the interests of Northern Ireland.  

 

3.8. The Utility Regulator will be aware that the Consumer Council designed and 

developed the Water Affordability tariff. We are happy to share our knowledge of 

policy development in this area and explore its wider applications e.g. for social 

tariffs and Social Action Plans.  

 

3.9. The Utility Regulator should look at delivering and brokering new models, for 

example mutualisation, tailored to deliver the greatest benefit to all consumers.    

 

3.10. We believe that consideration must be given to the reasons for high energy 

prices, notably the link between gas and oil at Continental levels and whether 

more can be achieved to mitigate the impact rises in oil has on the price of gas 

and subsequently on electricity on an national, European and global level.  

 

3.11. Further, much can be done regarding incentivising and penalising supply 

companies for their decisions in purchasing commodities. This is of particular 

importance in an environment were wholesale energy costs are passed directly 

through to the consumer. The purchasing window for electricity needs to be 

explored, as recommended in the McIldoon Review of the October 2008 

electricity price increase. The forthcoming price control supply consultations for 

Phoenix Supply Ltd and NIE Energy provide an excellent opportunity for the 

Utility Regulator to implement mechanisms that work in the best interests of 

consumers.  

 

3.12. Given that wholesale energy costs has been cited as the reason for recent rises 

in gas and electricity, urgent action is required to minimise the impact on 

consumers, particularly the most vulnerable.   The current processes of direct 

pass through does not act as sufficient incentive for supply companies to 

purchase gas and electricity economically or in the best interests of consumers.  
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We seek urgent remedial action to incentivise and penalise supply companies 

over their purchasing decisions.  The double price rises in both gas and 

electricity during 2008 left many consumers struggling to cope financially, 

however supply companies are able to pass through costs directly. A fairer 

system, which works to the benefit of consumers must be in place. 

 

3.13. We believe options must be developed to mitigate exposure to fluctuating 

wholesale energy prices to protect consumers, and provide stable prices. Gas 

storage is one such way, and we welcome development of this area.  Increasing 

our reliance on renewable technology is certainly another method which requires 

consideration, however a cost benefit analysis must be completed to ensure that 

any option is in the economic interest of consumers, in the short, medium and 

long term.  

 

3.14. The Consumer Council is concerned at the effectiveness of regulation in 

ensuring the market gives a fair deal to both consumers and industry. Along with 

learning from regulatory best practice, fundamental discussion on better and 

tougher regulation to protect consumers is timely.  

 

3.15. We welcome the Utility Regulator’s recently released consultation on Social 

Action Plans. We have pressed for this for some time and remain committed and 

look forward to working with the Utility Regulator in these areas.  

 

3.16. Technological advancements may facilitate an environment of development and 

progress.  However it is also important to consider the cost associated with this 

and the impact this may have on household budgets. Following recent price 

increases, more homes have been plunged into fuel poverty.  Therefore the 

short term impact on consumers must be considered when making decisions on 

technological projects, as well as the long term benefits these may bring.  

 

4. Environmental Sustainability and Security of Supply Issues 
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4.1. There are many challenges in both the energy and water sectors in Northern 

Ireland.  Both are essential services for consumers and the challenge is to 

ensure continuity of supply at reasonable cost.  The additional challenge is 

protecting the most vulnerable consumer against high prices and inequalities.  

The Consumer Council does not underestimate the complexities in achieving 

this.  

 

4.2. The Utility Regulator emphasises the importance of the green agenda. The links 

to the Utility Regulator’s sustainability strategy need to be clearly stated in the 

Corporate Strategy along with clear objectives and rationale that takes account 

of the changing context of high energy prices and forthcoming decisions about 

water and sewerage services.  

 

4.3. The balance needs to be found between long term sustainability and short term 

stability. Developments in regulatory frameworks should be developed in the 

context of wider Government policy areas.  

 

4.4. We believe that environmental sustainability will be a challenging topic and look 

forward to participating in the public debate on this issue on behalf of consumers 

in Northern Ireland. We expect that the interests of consumers will be at the 

forefront of any policy on this issue.  We do not accept that consumers should 

simply have to pay more to reflect the cost of carbon emissions or other 

environmental considerations. Justification for any projects or initiatives taken 

must be accompanied by a full cost benefit analysis. The benefits to all 

consumers and Northern Ireland society must be demonstrated and made clear. 

 

4.5. Given that in areas where natural gas is available there has only been 40 per 

cent take up, we believe that an explanation must be sought regarding reasons 

for this, before further roll out is started.  
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4.6. We are aware that the element of the current Smart Meter pilot scheme that 

would test the experience of Northern Ireland consumers has been removed. 

We understand that this is because the cost was high and the Utility Regulator is 

of the view that consumer research from GB and the Republic of Ireland will 

cover this. It is essential that the interests of Northern Ireland consumers remain 

at the centre of the pilot scheme including evidence to show how the GB and 

Republic of Ireland research will be sufficient in volume, detail and crucially 

relevance, to reflect the experience and interests of Northern Ireland consumers. 

 

5. Boosting competition in the retail and wholesale sectors 

5.1. A key consumer principle is choice, and competition may offer that choice to 

consumers. However it is not enough to say that competition is an end goal in 

itself that Northern Ireland must strive toward at any cost. Consumers must see 

real benefits, in terms of driving down pricing and availability of innovative 

products that could otherwise not be implemented through good regulation. We 

do not accept that consumers will have to pay more to get competition in the 

energy market or water sector. Consumers must see real benefits, both in the 

short, medium and long term.  

 

5.2. The Consumer Council understands that there are barriers to competition and 

that the role of the Utility Regulator is to act as proxy to competition.  In doing so, 

we strongly advocate that the interest of consumers, particularly the most 

vulnerable, is represented first and foremost in all aspects of the Utility 

Regulator’s role.  We look forward to working with the Utility Regulator in relation 

to achieving this goal, both in the development of competition and all regulatory 

duties.  

 

5.3. We are concerned with statements made in the McIldoon review that a 

prospective market entrant was encouraged that the regulator had rubber 

stamped the NIEE 33 per cent increase in the NIE Energy  tariff.  We believe 

that the market should work in consumers’ best interests and do not accept that 
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consumers simply have to pay more for competition. The McIldoon report was 

commissioned independently by the Utility Regulator and its recommendations 

must be acted upon or evidence provided as to why not. 

 

5.4. The Consumer Council stands ready to play their part in protecting consumers in 

a market which may potentially become more competitive.  We look forward to 

ensuring that the interests of consumers are prioritised when considering the 

interface between consumers and the competitive market. 

 

6. Harmonising strategy 

6.1. With regards to an All Island Energy market, urgent consideration must be given 

to the role of the Single Electricity Market (SEM) and the benefits it has delivered 

or is likely to deliver in both the short and medium term and weigh this against 

costs both short and medium term.  It is vital to know and identify the benefits 

and costs of one all island market before entering into another or extending the 

market further.  The benefits to consumers, especially the most vulnerable in 

Northern Ireland, must be at the forefront of the Utility Regulator’s thinking on all 

island / all Europe energy markets.   

 

6.2. With regards to the liquidity of contracts that operate alongside the SEM, the 

Consumer Council believes that both Regulators, North and South, have a role to 

play in enabling markets to become more liquid. When the market does not 

operate as efficiently as it could, it is the end user, the consumer, who is 

ultimately disadvantaged.  Consumers in Northern Ireland deserve a market that 

works in their short, medium and long term interests.  Therefore it is imperative 

that work is undertaken immediately to enhance the levels of liquidity, including 

contract and hedging options into the market. The recommendation of the 

McIldoon review must be acted upon or evidence provided as to why not. 

 

6.3. In relation to any proposed work on the Common Arrangements for Gas the 

Consumer Council would expect that any options consider first and foremost the 
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best interests of the consumer in the short, medium and long term.  We would 

not expect consumers to be disadvantaged in the short term while the market 

develops.  The Consumer Council looks forward to working with the Utility 

Regulator in relation to this issue.  

 

7. Evolving Regulatory Framework and EU level factors 

7.1. EU obligations provide opportunities for change to be introduced into the water 

and sewerage industry and the energy markets. The Utility Regulator should 

provide information on how they will work to ensure that all EU factors are 

adapted and adopted in Northern Ireland to the advantage of all consumers to 

realise the same benefits as consumers throughout the EU.   

 

7.2. The affect of EU level factors on Northern Ireland not only has to be considered 

and taken into account by the Utility Regulator but also needs to be clearly 

explained to all stakeholders and consumers.  

 

7.3. We do not underestimate the potential impact of the Water Framework Directive 

(WFD) on the water reform process in Northern Ireland. The implementation of 

WFD must fully consider the impact on the consumer.  

 

7.4. Given the current climate of high energy prices, we believe that it is important to 

look outside current traditional market-based options for answers. We welcome 

consideration and analysis of the extent to which the debt-based model of 

mutualisation may be appropriate, desirable or achievable in gas and electricity 

supply, distribution or transmission markets, and also whether other models are 

of economic benefit to consumers. For example, the Utility Regulator will be 

aware of the Energy Brokering Feasibility Scheme being co-commissioned by 

NIHE and the Consumer Council which will be significant in future models of 

affordable energy.  

 

8. Organisational Development  
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8.1 In the Utility Regulator’s previous consultation on their draft Corporate Plan1, it 

identified an opportunity for Northern Ireland to move more quickly and become a 

centre of excellence in various spheres across the utility sector. We agree with 

this, and believe this should be attained alongside the first priority and corporate 

strategy of the Utility Regulator in becoming a centre for excellence in better and 

more effective, efficient, targeted cross-utility regulation.  

 

8.2 The Consumer Council recognises the need for balance between the Utility 

Regulator’s strategic themes, for example sustainability and affordability, and we 

look forward to working with the Utility Regulator in future to mitigate the impact 

of this conflict for Northern Ireland consumers. 

 

8.3 Given that, at a high level, the protection of customers is at the heart of what the 

Utility Regulator does, we believe that a key priority in 2009 is for the Utility 

Regulator to drive down regulated costs to narrow the gap between Northern 

Ireland and Great Britain’s electricity and natural gas prices.   Therefore we 

believe the Utility Regulator should incorporate this objective into one of its 

strategic themes.  

 

8.4 The Consumer Council notes throughout the document the Utility Regulator’s 

intention to consult with stakeholders on many of the areas outlined in their 

corporate strategy. We welcome the Utility Regulator’s commitment to consult 

with stakeholders and we look forward to playing our part in these consultations.  

 

8.5 The Utility Regulator should undertake pre-consultation work and gather views to 

inform their consultations. Notification of the release of consultations should also 

be provided. This will allow consultees to be better prepared and able to 

participate fully. This work should be in a more open and transparent 

environment where the Utility Regulator should provide timely and 

understandable explanations.  

                                                           
1
 The Utility Regulator’s consultation on the development of the five year corporate strategy June 2008 
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8.6 When issuing consultation documents, the Consumer Council seeks assurances 

from the Utility Regulator that the recommended twelve week consultation period 

outlined by the Department for Business, Enterprise and Regulatory Reform 

(BERR)2 will be adhered to.  

 

8.7 Further, if a consultation document is going to be issued over a public / bank or 

summer holiday period more time should be allowed. We are also firm on the 

view that numerous consultation documents are not issued around the same time 

and should be published on a staggered basis.  Taking the number of 

consultations the Utility Regulator has issued to date, over half of them were 

between a 3.5 month period from 1 June to 19 September.  Consideration must 

be given to the limited resources of consultees, to ensure comprehensive 

responses are returned.  

 

8.8 The final Corporate Strategy should contain a definitive set of aims and 

objectives to be achieved within the five year timescale.  

 

 

                                                           
2
 http://www.berr.gov.uk/files/file44374.pdf 
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9. FORWARD WORK PROGRAMME 

 

9.1. The Consumer Council looks forward to working with the Utility Regulator across 

all of their directorates to achieve projects specified in their work programme. 

Without entering into the detail of all the projects, and without limiting the 

Consumer Council’s involvement in all appropriate work areas, we have 

commented below on some of the Forward Work Programme’s projects which 

are of particular interest to the Consumer Council.  

 

10. Protecting consumers and Monopoly Regulation  

10.1. During 2008 more consumers in Northern Ireland have struggled to pay for energy 

following unprecedented prices increases. Therefore we believe protecting consumers is 

the key priority for the Utility Regulator.  

 

10.2. We recognise that work in price controls may reduce some costs, however we do not 

believe that this is the only mechanism the Utility Regulator should use to drive down 

regulated costs. With such volatility in wholesale prices more must be done to drive 

down costs from the distribution, transmission and operating cost element of the final 

tariff.  We urge the Utility Regulator to identify ways to achieve this in the short term for 

the benefit of Northern Ireland consumers.  

 

10.3. We welcome the Utility Regulator’s proposed review of the economic purchasing 

obligations of regulated companies. Given that the regulated companies can pass 

through costs directly to consumers it is only consumers who are bearing the risk. This 

needs to be addressed in the short term, with a penal system imposed should regulated 

companies not purchase in the most economic or advantageous manner. We look 

forward to having further discussions with the Utility Regulator regarding how this can be 

achieved. 

 

10.4. We welcome the work the Utility Regulator intends to do in implementing and updating 

guaranteed service standards across all directorates. We have long campaigned for the 
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introduction of guaranteed service standards for all gas and water consumers to end the 

disparity with electricity consumers. We will continue our work with the Utility Regulator 

in relation to guaranteed service standards for swift implementation. 

 

10.5. We welcome price controls for mutualised companies and of the Utility Regulator’s 

intention to consider the performance of mutualised companies. Given these assets are 

being managed on behalf of consumers we believe this is essential to ensure the 

management is efficient and in the best interests of consumers.  

 

10.6. We look forward to working fully with the Utility Regulator to ensure consumer views are 

included and correctly represented in Ministerial Guidance on water and sewerage 

services, NI Water’s 2010 Price Control Business Plan submissions and the ongoing 

improvement of the Price Control principles. Additionally we will continue to engage and 

work with the Utility Regulator to monitor NI Water’s performance, identify and improve 

poor performance and ensure value for money.  

 

10.7. We will continue to work productively with the Utility Regulator on the annual review and 

approval of NI Water’s Scheme of Charges.  

 

10.8. We would recommend that the Utility Regulator considers a review of NI Water’s Codes 

of Practice following NI Executive decisions on water reform.  

 

11. Sustainability and Security of Supply 

11.1. In line with their principle objective under the Energy Order (Northern Ireland) 2003, we 

recognise that the main objective for the Utility Regulator is to promote the gas industry 

in Northern Ireland.   

 

11.2. We acknowledge the environmental benefits of natural gas over other fossil fuels. We 

also recognise that an extension of the natural gas industry to other areas will provide 

more choice to consumers, a key consumer principle. However we believe that before 

extending the natural gas network, at a huge cost which is ultimately borne by Northern 
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Ireland consumers, research is required to understand why there is not maximum take 

up of natural gas in the two licence areas where it is currently offered.  Barriers to the 

uptake of natural gas must be identified before considering further expansion.  

 

11.3. Given the volatility in energy prices, acutely demonstrated during 2008 by over 50 per 

cent price increases in electricity and Phoenix Natural Gas, we understand the need for 

gas storage facilities in Northern Ireland and support the Utility Regulator’s identification 

of storage facilities as a key objective over the next five years.  

 

11.4. We welcome the Utility Regulator’s intention to conduct a cost benefit analysis to 

determine a smart metering implementation policy. While we understand the benefits 

smart metering can bring to consumers, the cost per consumer to introduce this 

technology must also be given due consideration, particularly at this time of high energy 

costs. 

 

11.5. We look forward to working with the Utility Regulator, DETI and regulated companies 

with regards to developing and implementing the Strategic Energy Framework. 

 

11.6. The consumer must be represented adequately and appropriately in the development of 

work on sustainability in the water and sewerage services. We look forward to working 

with the Utility Regulator in the development of NI Water’s sustainability and water 

resource management strategies and their integration into the Price Control process.  

 

12. Harmonisation of market arrangements  

12.1. We look forward to working with the Utility Regulator to ensure there is consumer 

representation for the Common Arrangements for Gas (CAG).  We are aware that 

publication of a detailed cost benefit analysis is imminent and will comment on this 

accordingly.  We urge the Utility Regulator to learn from lessons from setting up SEM, 

and to consider the recommendations from the McIldoon Review, to provide a market 

that demonstrably works in the best interests and which is cost effective for Northern 

Ireland consumers. 
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13. Boosting Competition 

13.1. As mentioned above, choice is a key consumer principle. However it must not be 

obtained at any cost for the consumer. At this time of high energy prices, we believe that 

every effort must be taken to drive cost down.  However, the facilitation of competition in 

Northern Ireland is likely to only add costs ultimately borne by consumers with no proven 

benefits. We believe full cost benefit analysis is necessary before undertaking any action 

to facilitate competition.  

 

14. Regulatory Framework 

14.1. We welcome the Utility Regulator’s commitment to monitor and influence developments 

in the European Union, given that legislation is made there which ultimately affects 

Northern Ireland.  

 

14.2. The Consumer Council recognises that alterations may be needed to the regulatory 

framework to implement outcomes from the NI Executive consultation on water and 

sewerage services. We are keen to work fully with the Utility Regulator on these work 

areas.  

 

14.3. We look forward to working with the Utility Regulator regarding the implementation of the 

EU’s third package on energy issues to ensure consumers interests are represented at 

this level.   

 

14.4. Further to the recommendations made in the McIldoon Review we would wish to see the 

Regulator giving urgent consideration to the recommendations of the report in the short 

term.  

 

14.5. The Consumer Council has a major role to play in communicating with and educating 

consumers so that they will have the skills and confidence to meet future challenges. We 

look forward to engaging fully with the Utility Regulator in this area of work.  
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15. CORPORATE AFFAIRS 

15.1. We welcome the Utility Regulator’s commitment to give priority to working with 

Government to address fuel poverty issues. We have outlined our view of the proposed 

reforms to the Northern Ireland Renewables Obligation (NIRO) and the Energy 

Efficiency Levy (EEL) in public consultation documents.   

 

15.2. The Consumer Council looks forward to working with the Utility Regulator on their 

recently published Social Action Plan consultation.  

 

15.3. We are pleased to see the stakeholder communications work project and are keen to 

work more closely with the Utility Regulator to benefit consumers. We also welcome the 

proposed enhancement of online communications and the Utility Regulator’s website. 

 

For more information on the above response contact Ciara McKay or Graham Smith on  

028 9067 2488. 
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Introduction 

 

The Department for Regional Development’s Water Policy Division welcomes this opportunity to 

comment on the consultation paper on the Utility Regulator’s 5-Year Corporate Strategy 2009-2014 and 

Forward Work Programme 2009-2010 as they relate to water and sewerage services in Northern Ireland.  

 

We are grateful for the clear, helpful layout of the Forward Work Programme (FWP).   We are also 

grateful for the pre-consultation workshop which was held on 10 December 2008. 

 

Corporate Strategy 

 

2 In general terms, we are pleased to note that Corporate Strategy has taken account of the current 

political and strategic context of the water industry in Northern Ireland.  However we believe that 

the document would benefit if the Utility Regulator further strengthened those contextual 

references in order to acknowledge the significant impact of such key external drivers on its future 

work priorities.  For example, it is particularly important to fully explore the implications of the 

Executive’s recent decision to defer domestic payments for at lest one year and the need to 

implement future Executive decisions following public consultation on the Independent Review of 

Water and Sewerage Services. 

 

3 We believe that the Corporate Plan should also more clearly acknowledge the difficulties faced by 

NIW in transforming the company into a fully regulated utility.  To this end, the Utility Regulator 

should consider highlighting specific proportionate actions that it intends to take – indeed is already 

taking - to help NI Water to address these issues in a way that promotes maximum confidence for 

consumers. 
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4 The Corporate Strategy should be worded to ensure that it clearly states that water is not yet a fully 

regulated utility and is therefore subject to a much greater degree of Executive control than 

electricity and gas.  This is an inevitable consequence of continued subsidy payments by the 

Executive on behalf of customers. 

 

5 It is particularly important to take a cautious approach to ‘social’ issues such as affordability as there 

is likely to be Executive policy intervention in a way that doesn’t apply to the other two fully 

regulated utilities.  While the adoption of cross-sectoral thinking and approach can be a ‘valuable 

tool’ (page 17 refers),  it is important to bear in mind the water industry is not yet regulated in the 

same way as electricity and gas and may require a different.  

 

6 The draft Corporate Strategy should more clearly distinguish between cross-cutting strategic 

priorities and those that relate specifically to water, energy and gas.  For example, its research work 

on SMART metering cannot realistically apply to water without pre-empting Executive agreement on 

the reports of the Independent Review Panel (page 28 refers).   

 

7 The Corporate Strategy lists a number of key themes for the NIAUR Water Directorate including 

sustainability, security of supply and compliance with European Directives as being important 

aspects within PC10.  While we have no argument with these themes per se, their inclusion at this 

point in the process runs the risk of appearing to pre-empt ministerial guidance which will set the 

strategic direction for PC10.  It is important that both the Corporate Strategy and the Forward Work 

Programme give proper emphasis to the role of the Minister and the Executive in setting the 

strategic direction of the water industry as a whole and the price control process in particular.  

 

8 On a similar note, Page 22 indicates that security of supply will drive a significant proportion of all 

required regulated expenditure.  Again, there is a risk that NIAUR may appear to be anticipating the 

findings of the various working groups established to make recommendations on PC10 investment 

priorities. 
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9 We support the need to build an efficient regulatory regime by developing an effective network with 

statutory partners (pages 26 and 27 refer).  NIAUR might consider including specific actions it 

intends to take to improve and build on stakeholder relationships.  Indeed there is already much 

good work being undertaken by NIAUR and the other key stakeholders.  For example, NIAUR’s 

involvement in the recent stakeholders Workshops and the development of Partnership Agreement 

and its continuing role in top-level Water Stakeholders Steering Group. 

 

10 DRD welcomes the acknowledgement that there are significant outstanding issues which will affect 

the price control process and the development of regulatory structures (pages 26 & 27).  However, 

the Corporate Strategy and Forward Work Programme should also clearly acknowledge continued 

government subsidy and its impact on all budget or funding issues.  The Utility Regulator might also 

acknowledge that it receives its own funding through customer charges via charges levied on NIW 

and could use this opportunity to  highlight its own role as economic regulator to consumers. 

 

Forward Work Programme 

 

11 The format of the Forward Work Programme is clear, concise and easy-to-read. However in line with 

Article 4 of the Water and Sewerage Services (Northern Ireland) Order 2006, and as recently agreed 

with NIAUR , we believe that it should include a more detailed estimate of costs than currently 

available on page 53.   

 

12 The ‘Introduction to Water’ in the NIAUR Forward Work Programme 2009-10 (page 36) makes no 

mention of the current political and strategic circumstances.  As with the Corporate Strategy, we 

suggest that the Utility Regulator should clearly acknowledge the impact of key external drivers - 

such as the Executive’s recent decision to defer domestic payments and the implementation of the 

outcome of public consultation on the Independent Review - on its future work priorities.  

 

13 Pages 36 & 37 ‘Overall Cost and Price Control from April 2010’ states one of the aims of PC10 is to 

'set budgetary limits consistent with environmental improvements, addressing historic under-funding 
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and ensuring that future generations are required to pay only for the service that they receive'.  This 

does not seem to take into account the need to keep bills as low as possible or the impact of 

deferral and the subsequent continuation of Government subsidy. 

 

14 Pages 37 & 38 discuss the need for PC10 to embrace policy decision from the Assembly including 

charging policies, affordability and the Independent Review Panel’s recommendations on the future 

of water and sewerage services.  We believe that the wording of this section could be strengthened 

to emphasis the importance of these issues and make it clear that they are not merely a part of 

PC10 but are the chief drivers which set the overall strategic direction for the water and sewerage 

industry. 

 

15 Page 38 states that NIAUR is responsible for advising the DRD Minister on the amount of revenue 

that NIW needs to provide a sustainable service to customers and to fund its investment 

programme.  Given continued government subsidy it might be more accurate to say it is responsible 

for advising on revenue requirements and associated charges within the strategic direction set by 

the Minister for Regional Development and ensuring Ministerial priories are met. 

 

16 The Forward Work Programme provides further detail on NIAUR’s plans to review and implement its 

social action plan (pages 44 and 46 refer).  Again, the Utility Regulator should be careful not to 

appear to anticipate Government decisions on social issues such as affordability.  

 

17 Under ‘Ensuring Delivery – Resources and Risks’ NIAUR states that it will ensure delivery of its 

Forward Work Programme through partnership and consultation (page 52 refers).  With this in 

mind, and in line with our comments made about the Corporate Strategy at paragraph 8 of this 

response, it may be appropriate to include reference to the ‘Partnership Agreement’ which all 

stakeholders recently endorsed. 

 

18 The specific action priorities set out in relation to water in the tables on pages 48 - 52 and the 

actions proposed to manage the associated risks (pages 59 – 62) largely seem reasonable and 

proportionate.  However, there are a number of issues which require further consideration: 
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a) The actions listed under project ‘Price Control Customer Views’ (page 48) should clearly 

distinguish between the role of CCNI as the consumer representative for water and sewerage 

and NIAUR’s role as economic regulator. 

 

b) An action listed ‘Price Control Value for Money’ is to ‘establish principles of regulation to 

incentivise NI Water to out perform and deliver for the customer’ (page 48).  This action should 

include an acknowledgement that the principles of regulation are dependent on a final 

executive decision following public consultation decision on the recommendation of the 

Independent Review Panel. 

 

c) An action listed under ‘Price Control Ministerial Guidance’ is to ‘work with statutory 

stakeholders and particularly DRD Policy Unit to inform the development of ministerial social and 

environmental guidance’ (page 48).  As the development of Ministerial Guidance is the 

responsibility of the Minister for Regional Development rather than NIAUR, it would be more 

appropriate to state that ‘NIAUR will work with other statutory stakeholders to inform the 

development of the Minister for Regional Development’s consultation on ministerial social and 

environmental guidance’. 

 

d) The specific nature of the various aspects of sustainability to be considered under ‘Sustainability 

– Price controls’ (page 49) risk appearing to anticipate the outcome of the Ministerial Guidance 

on social and environmental issues. 

 

e) A mitigating action in the Register under ‘Price Control is ‘Cross Directorate Group work on price 

control principles including as necessary sustainability issues’ (page 59).  Again, NIAUR needs to 

exercise caution in carrying out work which assumes that water is in the same regulatory 

position as energy or gas. 
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19 Finally, we believe that the development of the Corporate Strategy and Forward work Programme 

could enable us to align our work much more closely to avoid duplication of effort and demand on 

NIW.  This may be some way off, but our vision is that we will, effectively, be able to share work 

programmes in the future (with due regard to statutory roles).   We urge the Utility Regulator to give 

full consideration to all views and comments received and look forward to further discussion on the 

revised documents prior to their publication in early 2009. 
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ESBI Response to the NIAUR 5 Year Corporate Strategy 2009-14 & Forward Work 

Programme 2009-10 Consultation 
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Firmus Energy Response to the NIAUR 5 Year Corporate Strategy 2009-14 & 

Forward Work Programme 2009-10 Consultation 

8 January 2009 

 

Elena Ardines 

Queen’s House 

Queen Street 

Belfast 

BT1 6ER 

 

 

Dear Elena 

 

Re: NIAUR Draft Corporate Strategy (2009-2014) and Forward Work Plan (April 2009-

March 2010) 

 

Thank you for providing firmus energy with this opportunity to respond to the above. 

 

We note that this consultation document aims to provide two main purposes, the first being the 

Draft Corporate Strategy and the second the Forward Work Programme. 

 

We have taken this consultation as an opportunity to note the following points to each section of 

the consultation. 

 

1. Draft Corporate Strategy: 

 

We note that you refer to the Strategic Energy Framework (SEF) development work being 

initiated by DETI and we have responded to that consultation under separate cover. 
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We welcome that this Draft Corporate Strategy focuses on a number of key drivers and 

challenges including a review of rising prices, to boost competition and to promote the 

development of the natural gas industry. 

 

 Rising prices to consumers and the need for concerted action: 
 

firmus energy is keen to deliver long term sustainable prices which offer gas consumers 

in the 10 towns an affordable alternative to coal and oil home heating. 

 

Indeed, one way that we have attempted to limit customers’ exposure to fluctuating 

wholesale gas costs over recent years was to undertake an inventory gas storage trial 

using the NW and SN gas pipelines. 

 

The Utility Regulator’s recent decision to decline firmus energy’s request for an 

extension to the inventory product trial was a disappointment to us given the potential for 

this trial to reduce NBP commodity costs and in reaching this decision, the strategic 

benefits of this trial did not appear to have been fully considered. 

 

It’s been suggested that the Common Arrangements for Gas project, (which plans to 

consider the NI and RoI transmission networks being operated as a combined system), 

may make provision for a future inventory product being, in all likelihood, an all island 

service.  

 

It is worth noting that firmus energy approached the Utility Regulator in 2006 with plans 

to run the Northern Ireland Inventory Product. Initially the service was to be a trial with 

firmus energy as the Supplier and BGE (NI) the Transporter. 

 

Business rules were agreed and it was subsequently proposed to increase injection and 

withdrawal capacity to 25,000 therms. It was also proposed that within day nominations 

should be included within the updated business rules.  
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firmus energy provided an assurance that all parties, including the Regulator, 

Transporter and Shipper, reserved the right to terminate the trial at any time. 

 

We would be keen to gain the Utility regulator’s support for this service that could 

potentially benefit consumers and indeed reduce costs for our customers in the future.  

 

firmus energy fervently believes that a Northern Ireland inventory service will be of long 

term benefit to gas consumers. Therefore, we would still be very keen to discuss ways to 

avail of existing inventory arrangements until such times as CAG warrants an alternative 

approach being offered to Shippers.  

 

 Boosting competition in the retail and wholesale sectors: 
 

In principle, the Belfast market is fully open to supply competition. However, there are a 

number of issues that we feel would need to be reviewed before the benefits of full and 

effective competition can become a reality for both business and domestic consumers in 

Greater Belfast, not least consideration of the incumbent’s dominant position.  

 

We recognise that our experience cannot be viewed as exhaustive. However, we have 

identified a number of critical areas that do not appear to promote or facilitate effective 

competition. 

 

Exit Point Tolerance (EPT): 

- New Suppliers, with few customers, are very exposed to fluctuations in daily 
consumption. Given limited accurate daily data increases the likelihood of breaching 
the EPT and incurring punitive charges.  

- Conversely, the incumbent, with a large number of customers’ benefits from a 
“Portfolio” effect of fluctuating consumption and the chances of breaching the EPT 
are low. This approach acts as an impediment to new suppliers entering the Belfast 
supply market. 

      

Application of Conveyance Charges: 

- We feel that it would leave less scope for ambiguity if worked examples of charges 
were provided along with the conveyance charge statement. 

- firmus energy has also had particular difficulty establishing how peak day capacity 
was defined in the Distribution Network Code.   
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Publication and Application of Transmission Charges: 

- We feel that it would be easier for suppliers if transmission and distribution charges 
were harmonised in terms of publication dates.   

 

 

  Distribution Network Code Modifications: 

It would be useful if Phoenix Distribution published past and ongoing Code Modification 

proposals. 

 

Customer Switching Process: 

Timescales and deadlines still remain uncertain.  We feel that the ability for the 

incumbent to object to a customer switching supplier up to D-8 is unsatisfactory as this 

potentially exposes us to being left long on gas. Any objection should be dealt with at the 

SMP confirmation stage. firmus energy plans to put forward a code modification over the 

next few weeks that will help improve the switching process and we will be seeking 

regulatory endorsement of this proposal. 

 

Competition in Practice: 

– Billing:  
o There is only an obligation to “submit invoice documents as soon as 

reasonably practicable after the billing period to which they relate”. This is 
wholly inadequate. 

– Meter Reads:  
o Actual meter reads are taken every month by firmus energy. We are billing on 

this basis because of ambiguity/uncertainty regarding telemetry reads. This 
should be reviewed.  

– Provision of Calorific Values: 
o CV’s are only made available on D+7 by Phoenix. BGE Transportation 

provides CV’s on D+1. This needs to be improved upon.  
 

 Expansion of the natural gas industry: 
 

Customers will not switch from their existing heating or hot water systems to natural gas 

without switching incentives. firmus energy would welcome increased collaboration 

between DETI and the Utility Regulator to promote the benefits of natural gas and to 
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challenge policy makers to choose natural gas a low carbon alternative to coal and oil, 

where it is available.  

 

firmus energy intends to make proposals to both the Department and Government on 

funding mechanisms along the lines of the Reconnect programme for Renewable 

solutions which can drive availability and conversion to natural gas in the new gas towns 

in the NW & SN of the province.  

 

The proposed incentive scheme will deliver a number of benefits: 

o Reduce heating costs for home-owners 
o Reduce the carbon footprint of a significant proportion of the housing stock in the 

new gas towns 
o Increase gas availability for small businesses, reducing fuel bills and carbon 

emissions in the private sector 
o Reduce cost and CO2 emissions within the public sector estate 

 
 The costs of such an incentive scheme would need to be met by a  collaborative 

funding approach between the network operator, available  energy efficiency monies collected 

through schemes such as the NI Levy  Fund and Government support. 

 

2. Draft forward Work Programme 

 

Effective Price Control Exercises: 

firmus energy would welcome engaging with the Utility Regulator to improve upon 

current Price Control Review arrangements. 

 

Retail Market Opening: 

Having played an active role within the Gas Market Opening Group and having recently 

secured our first Belfast customer, firmus energy plans to support the Utility Regulator in 

promoting and facilitating retail competition.  

 

However, we feel the Gas Market Opening Group forum should be more of a decision 

making forum and should impediments to the process be identified, it should be the 

Utility Regulator who ultimately makes the final decision to help facilitate supply 

competition. 
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firmus energy would also welcome the opportunity to review with the Utility Regulator our 

current licence arrangements which suggest a phased opening of the market. We feel 

that this approach would be ineffective, costly and indeed confusing for customers. 

 

Licence fees:  

firmus energy has outlined its concerns on a number of separate occasions regarding 

the fact that the Consumer Council’s costs are split 50:50 between Phoenix and 

ourselves. We have recently received assurances from the Utility Regulator’s office 

which plans to consult on this over the next 6 months and we would welcome this. 

 

Prepayment metering: 

We can confirm that we plan to play an active role in the proposed industry review of gas 

prepayment metering in Northern Ireland. 

 

 

Should you wish to discuss any of the above, please feel free to contact me direct on 02894 

426840. 

 

Yours sincerely 

 

Michael 

 

Michael Scott 

Business Development Manager 

 

 

 



67 
 

Northern Ireland Electricity plc Response to the NIAUR 5 Year Corporate Strategy 

2009-14 & Forward Work Programme 2009-10 Consultation 

9th January 2009 
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Northern Ireland Water Response to the NIAUR 5 Year Corporate Strategy 2009-14 

& Forward Work Programme 2009-10 Consultation 

8th January 2009 
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Single Electricity Market Operator (SEMO) Response to the NIAUR 5 Year 

Corporate Strategy 2009-14 & Forward Work Programme 2009-10 Consultation 

12th January 2009 

 



79 
 

 


