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Foreword
The business of “regulating” is becoming increasingly less technocratic and more sophisticated. Complexity, technological advancement and societal change are transforming the way that regulatory agencies operate. Traditionally tasked with ensuring access to and quality of public services, facilitating investments, and protecting market neutrality, regulators today are dealing with greater demands in a context of uncertainty. They need to be flexible, robust and aware – able to react to new trends, stand up to scrutiny, and actively collect and analyse data and information. Against this backdrop, good governance is all the more essential.
The OECD has developed a framework to help regulators assess and strengthen their organisational performance by looking at both internal and external governance. Internal governance refers to organisational structures, behaviour, accountability, business processes, reporting and performance management; external governance, to the roles, relationships, distribution of powers and responsibilities with other government and non-government stakeholders.
This report applies the OECD framework to the Irish Commission for Regulation of Utilities (CRU), responsible for regulating energy markets, energy safety, and public water and wastewater services in Ireland. The review finds that the CRU is a mature and well-performing regulator that has, among some of its achievements, facilitated Ireland’s transition from monopolistic gas and electricity sectors to fully competitive markets, and expanded its regulatory remit to include energy safety, the joint-oversight of the all-island Single Electricity Market between Ireland and Northern Ireland, and water regulation. 
While the CRU has successfully adapted to meet its growing mandate, it is also facing a number of new challenges. These include external factors such as Brexit and European energy reforms that add complexity to the future governance of Irish utilities. Moreover, a rapidly transforming market requires the CRU to regulate emerging technologies and to deliver and effectively communicate on increasingly sophisticated products, such as smart meters. 
The report recommends a package of integrated reforms to help the CRU prepare for the future. These recommendations are intended to complement the CRU’s ongoing efforts to improve its governance processes in line with best practices. The review underlines the importance for the CRU of setting and communicating priorities more assertively as an independent regulator, building its culture of independence internally and with external stakeholders, seeking more flexibility in managing its human resources, better aligning its strategic objectives with resources and outcomes for a stronger narrative of its activities and results, and, based on this, reinforcing its accountability system. These integrated reforms can help the CRU more effectively consolidate its role and responsibilities, match its resources to outputs, and communicate its performance to all stakeholders across government, industry and the public. 
This report is part of the OECD work programme on the governance of regulators and regulatory policy, led by the OECD Network of Economic Regulators and the OECD Regulatory Policy Committee with the support of the Regulatory Policy Division of the OECD Directorate of Public Governance. The Directorate’s mission is to help government at all levels design and implement strategic, evidence-based and innovative policies that support sustainable economic and social development.
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Executive summary
The Commission for Regulation of Utilities (CRU) is an independent multi-sector regulator with a range of economic, customer and safety functions and duties in Ireland’s energy and water sectors. The CRU is a high-performing and well-regarded regulator that has, since its creation in 1999, successfully absorbed new functions and developed and implemented major policy reforms for the benefit of Irish consumers and the country’s economy. 
As the regulator continues to implement complex projects in a rapidly changing and uncertain policy context, its institutional and organisational capacity to operate effectively needs to be bolstered through integrated reforms to upgrade some of its external and internal governance functions, including strategic planning and human resource management mechanisms.
Role and objectives
The CRU is an independent regulator under the aegis of two Ministries (Department of Communications, Climate Action and Environment, DCCAE and Department of Housing, Planning and Local Government, DHPLG) and is governed by a series of sector-specific laws that have been amended over the years. Currently, the CRU is responsible for regulating energy markets, energy safety, and public water and wastewater services in Ireland. The CRU also shares cross-jurisdictional responsibilities for regulating the all-island Single Electricity Market (SEM), covering Ireland and Northern Ireland. 
The CRU has built cordial and predictable (“no surprises”) working relationships with the executive and other government entities. However, the gradual increase in the CRU’s functions and the complex legal framework in which it operates make it difficult for both stakeholders and the regulator itself to fully understand the CRU’s priorities. Moreover, while the regulator’s activities are guided by five year Strategic Plans that focus on policy outcomes, it is not clear how these Plans are monitored or how they guide decision-making.
Key recommendations
	Assert the leadership of the CRU in setting its priorities as a multi-sector economic and safety regulator, using the next Strategic Plan (2019-2021) as an opportunity to do so; explore the possibility of setting up an advisory group that can act as sounding board for the definition of the Plan and annual work programmes.

	Strongly advocate for and contribute to the launch of a rationalisation of the CRU’s legislative framework in the energy sector.

	Develop a comprehensive and well-resourced communications strategy that increases the transparency and predictability of informal information-sharing and co-ordination channels with the executive and the legislature.



Input
The CRU is independent in defining its budget and collecting its income. Generally, the regulator feels it is adequately resourced financially to fulfil its mandate and carry out its activities, and is able to manage financial resources autonomously.
In contrast, the CRU is constrained in the management of human resources by central government frameworks, leading to serious difficulties in attracting and retaining staff. In response to these challenges, the CRU has introduced ways to attract and retain staff, but reports that these are not sufficient.
Key recommendations
	Use the Strategic Plan of the CRU as the guiding framework for all planning and monitoring activities, including developing a multi-year human and financial resource framework.

	Take full advantage of the opportunity to present a business case for the review of overall CRU staff levels with the DCCAE and the DHPLG, as appropriate, following regular workforce planning exercises. 

	Join with other Irish economic regulators to advocate and make the case for taking into account the “special needs” of economic regulators in Irish public administration practices. 



Process
Decision-making and information-sharing processes at the CRU are fluid and effective and have been further improved with recently introduced internal planning and management tools. 
As an independent regulator, the CRU is accountable to the Oireachtas and prepares annual reports for this purpose, but the regulator’s activities and results are not addressed in formal dialogue channels. 
In addition, the CRU engages with stakeholders systematically and transparently in its regulatory activities. This engagement could be complemented by other tools of good regulatory practice.
Key recommendations
	Instate structured mechanisms for the presentation of CRU annual reports to Oireachtas standing committees, including for activities of the SEM Committee.

	Take the lead on the uptake of good regulatory practices (impact assessment, expost evaluation, stakeholder engagement) in a proportional and targeted manner, and use these practices to foment internal learning as well as promote the better regulation agenda within the Irish government.

	Continue to actively engage with consumers through dedicated forums, in addition to available channels for online stakeholder consultation.



Output and outcome
CRU activities are guided by multi-year Strategic Plans that focus on policy outcomes, but it is not clear how these Plans are monitored or guide decision-making. The Strategic Plan is operationalised through annual work programmes with comprehensive indicators, but the strategic and operational plans are not fully aligned. Moreover, the CRU has the power to request and collect a large amount of information from regulated energy entities. 
Key recommendations
	Use the Strategic Plan as a tool for reporting on CRU performance and results, and seize the opportunity to use the 2019-21 Strategic Plan to develop this comprehensive and streamlined performance assessment and reporting framework.

	In the new framework, align goals and indicators between the Strategic Plan and annual work programmes, for easier monitoring and reporting, using simplified performance indicators that focus on measurable deliverables.

	Ensure the collection of appropriate data from regulated entities to inform CRU reporting and analytical activities.





Assessment and recommendations

Since its creation in 1999, the Commission for Regulation of Utilities (CRU) has successfully developed and implemented major policy reforms for the benefit of Irish consumers and the country’s economy.1 As a result, for example, it currently oversees fully competitive electricity and gas markets in Ireland as well as an all-island single electricity market with the Utility Regulator in Northern Ireland. The regulator has helped achieve these policy goals while building cordial relationships and effective co-ordination and communication mechanisms with sector stakeholders. The CRU is acknowledged across government, parliament and industry as a technically capable and professional regulator, a reputation that it enjoys both at domestic and EU level. The regulator has also implemented actions to improve its internal management processes in line with best practice; some of these are on-going.

As the regulator continues to lead on the implementation of complex projects in a rapidly changing, uncertain and highly political context, its institutional and organisational capacity to operate effectively needs to be bolstered through an upgrade of some of its external and internal governance functions, including strategic planning and human resources management mechanisms. The delivery of complex policy objectives (water regulation, smart meters, and cross-border power markets) in rapidly transforming energy and water sectors calls for bolstered processes and legitimacy. This should start with the identification of priorities, their communication as well as the consolidation of the regulator’s de facto independence, that could be supported by a wider effort towards better understanding of de jure and de facto independence within the context of the Irish government. This stronger institutional identity could help the CRU fill a gap in its autonomy with regard to attracting and retaining human resources, which is likely to become a greater challenge as the economy recovers. It would also complement the financial autonomy the CRU already enjoys. In this context, the regulator can use its upcoming three-year Strategic Plan exercise as a guiding framework for setting its priorities and creating a stronger accountability and resources-to-results framework, which would include setting up a more structured and predictable relationship with Parliament. In addition, building on its reputation as economic and safety regulator, the CRU could use this opportunity to bolster its processes and practices to aim high with regard to the proportional and targeted use of good regulatory practices. This could provide the basis for contributing to the advancement of the Better Regulation agenda in Ireland, and build alliances with other economic regulators.

These changes and reforms are not “nice to have” improvements. Rather, they should be seen as a comprehensive and necessary reform package that will enable the regulator to enhance its performance, stand up to future scrutiny and ensure that the multiple challenges it faces are adequately addressed.


Role and objectives

The CRU is an independent multi-sector regulator with a range of economic, customer and safety functions and duties that have gradually increased over the years. Since the creation of the agency in 1999, its sectoral responsibilities have been gradually expanded from the electricity sector to encompass gas (2002), energy safety (2006) and economic regulation of water (2013). The decisions to broaden the CRU’s areas of responsibility have been motivated by a positive assessment of its regulatory performance and its capacity to absorb functions in new policy areas, as well as in response to energy regulatory obligations of European legislation. The CRU currently holds a variety of functions across sectors that are at different stages of development and maturity, several of which feature state-owned companies (Table 1).


	
Table 1. Overview of CRU functions and regulated sectors



	Sector

	CRU function

	Market structure





	Electricity (since 1999)

	
	Grant licences for electricity generation and supply, transmission system operation, and transmission and distribution asset ownership licence


	Authorise construction of generation stations


	Provide access to electricity transmission and distribution systems


	Monitor and regulate competitive wholesale and retail markets


	Oversee rights and obligations of electricity undertakings in the all-island Single Electricity Market (SEM)


	Regulate revenues that can be recovered by network companies 


	Calculate and certify annual Public Service Obligation (PSO) levy for generation from sustainable, renewable and indigenous sources


	Inspect, review and collect information from regulated entities


	Advise the Minister on electricity generation and on the exercise of ministerial functions under the relevant legislation




	
	Full market opening (competition) in 2005


	Single Electricity Market established in 2007


	Prices in business market segments deregulated 2010


	Prices in domestic market segment deregulated 2011


	State-owned companies currently active: ESB (including subsidiary Electric Ireland), ESB Networks, EirGrid, Bord na Móna







	Gas 
(since 2002)

	
	Grant licences to ship and supply natural gas, and gas transmission and distribution asset ownership and operation


	Provide access to gas transmission and distribution systems


	Monitor and regulate competitive development of gas supply


	Monitor and regulate competitive gas retail market


	Set tariffs for gas transmission and distribution operated by Gas Networks Ireland


	Regulate revenues that can be recovered by Gas Networks Ireland


	Inspect, review and collect information from regulated entities




	
	Full market opening (competition) in 2007


	Prices in business market segments deregulated 2011


	Domestic market (Bord Gáis Energy) prices deregulated 2014


	State-owned companies currently active: Ervia/Gas Networks Ireland (GNI), ESB/Electric Ireland – gas retail supplier







	Energy safety (since 2006)

	
	Regulate gas network safety including transmission and distribution systems


	Regulate petroleum (oil and gas) safety, including exploration, extraction and decommissioning (onshore and offshore) safety


	Design and oversee safety supervisory schemes for electrical contractors and natural gas & LPG installers


	Set programme of audit and inspection of regulated entities


	Issue safety permits for petroleum activities and safety licences to LPG undertakings Promotion and public awareness of electrical and gas safety issues




	
	Currently 2 sets of petroleum safety permit holders: the Kinsale Gas Fields (decommissioning in 3 years) and the Corrib Gas Field (incipient)


	23 natural gas and LPG undertakings have presented safety cases to the CRU as at March 2017


	2971 registered gas installers and 4213 registered electrical contractors in Dec 2016







	Water 
(since 2013)

	
	Regulate the economic provision of water services by Irish water


	Advise the Minister on water policy and service developments


	Specify minimum standards of service by Irish Water


	Protect the interests of water consumers


	Approve, reject or modify codes of practice on standards of performance by Irish Water


	Direct Irish Water to comply with approved code of practice


	Provide dispute resolution service to customers of Irish Water




	
	Prior to 2013, 34 local water bodies in 26 counties


	National water utility company Irish Water established...
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