
News story: CMA issues final
determination in NI gas distribution
appeal

In December 2016, the Competition and Markets Authority (CMA) granted
permission to Firmus Energy (Distribution) Ltd (FE) to appeal on 4 grounds
against the UR’s decision to modify its licence.

FE has the licence to develop a gas distribution network in 10 towns across
Northern Ireland (NI). This appeal relates to the price control on FE, which
was one of the price controls made by the UR for the 6-year period from
January 2017 to December 2022.

In its determination, the CMA has allowed the appeal on some of the grounds.
It has allowed the appeal on one ground, concerning the incentive to connect
new customers to the gas network. The CMA has also allowed the appeal in part
on one other ground in relation to FE’s operational expenditure (opex) – the
amount allowed for the costs of operating its gas distribution network. It
will therefore quash the UR’s decision on those points. The CMA rejected FE’s
appeal in whole on 2 other grounds.

The CMA has remitted the connection incentive matter back to the UR for
reconsideration, requiring it to determine the appropriate value within 6
months.

In addition, the CMA determined that the opex allowance for FE should include
an allowance for extra costs for one omitted item. The UR has already, last
month, implemented a modification to FE’s licence allowing an increase in
opex allowance to account for these costs.

The UR announced the details of the price controls in September 2016 and
published its final decision on 28 October 2016.

The final determination will be published shortly on the case page, where
other information relating to this appeal can be found.

Notes

An energy licence holder may appeal to the CMA against a decision by the1.
UR to amend the conditions of its licence. The CMA must decide whether
the appellant has demonstrated that the UR’s decision was wrong on one
or more of the grounds set out in its notice of appeal.

The CMA’s group of panel members determining the appeal (the Group) has2.
been: Phil Evans (Chair), Roger Finbow and Jon Stern.
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The Group received and considered submissions from interested parties in3.
addition to those from FE and the UR.

The appeal has been conducted according to the CMA’s published rules and4.
guidance for energy licence modification appeals.

There were 4 grounds of appeal, with 12 sub-grounds in total. The 25.
grounds which were rejected in whole concerned the treatment of under-
recoveries (through which FE can delay receipt of allowed revenue), and
the appropriate weighted average cost of capital and the ability of FE
to finance its operations.

The ‘connection incentive’ is a mechanism designed to promote6.
connections by customers to the gas network.

News story: Eid al-Fitr 2017: Home
Secretary’s message

I wish you a happy and peaceful Eid Mubarak.

This is a time when families come together in faith to pray and celebrate,
and share in the spirit of togetherness. And while this festival always holds
great importance for the UK Muslim community, as it does around the world,
for many this week’s festivities will carry an even greater emotional weight.

The entire country has been left shocked and saddened by the many tragic
events of the last few months – the latest being the horrific attack on the
Muslims in Finsbury Park as they left late special Ramadan prayers. And as
you gather together in faith and take well-deserved comfort from the company
of family and friends, I hope you also feel the friendship and best wishes of
those of all faiths and none.

With every Eid celebration we are given another opportunity to reflect on the
invaluable contribution British Muslims make to our lives and why they are
such an important part of the fabric of our society.

I am sure I am not alone in having such contributions at the forefront of my
mind over the past few months.

I was reminded by the Muslim men, women and children, awake in the early
hours for their pre-dawn meal, who saved countless lives by alerting sleeping
neighbours to the terrible fire at Grenfell Tower. And later the mosques that
opened their doors and arranged food and supplies for those who had been left
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with nothing.

I was reminded by the expressions of solidarity from the Muslim community for
victims of the terror attacks at Westminster, London Bridge and in
Manchester, and by their condemnation of the twisted individuals who claimed
to carry out those atrocities in the name of their religion.

And I was reminded when, just moments after their community had found itself
the target of a terrorist attack, an Imam and several worshippers from the
Muslim Welfare House protected the man who would later be arrested in
relation to that attack.

These terrible acts were carried out to divide us, but only serve as a
reminder that the Muslim Community is an inseparable part of this country.
Extremists try to convince us that being Muslim and being British are
incompatible, but it is clear that our core values are one and the same.

We must unite together as one community to rid ourselves of these twisted
ideologies. The strength and resilience I have seen over the past few months
makes me more confident than ever that the UK is equal to the challenge.

In the meantime Muslims and people of all faiths must feel safe from violence
and persecution. We are working together to tackle hate crime and using the
full force of the law to protect every person in the UK.

Last year I published the government’s hate crime action plan and launched a
£2.4 million fund to provide protective security for places of worship which
are at risk of hate crimes. Many mosques have already benefited from funding.
But following last week’s attack I am making another £1 million available to
ensure that mosques and other places of worship have all the protection they
need.

I am immensely proud to live in a diverse and vibrant country which counters
hate with love and which bands ever closer together when cowards try to
divide it.

So to all Muslims, in this country and around the world, I want to say a
blessed Eid al-Fitr.

Press release: PM chairs Grenfell
Recovery Taskforce meeting: 26 June
2017

On Grenfell Tower specifically, the Prime Minister received an overview from
the Met Police on the work around victim identification and there were also
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updates on rehousing, where the Secretary of State for the Department of
Communities and Local Government (DCLG) spoke about the discussions taking
place with residents and the progress being made in identifying permanent
homes for those displaced from Grenfell Tower.

Other discussions focused on financial payments to residents and the plans to
announce details of the Public Inquiry shortly.

On the wider picture around the testing of buildings in England, DCLG has now
issued advice to local authorities, housing associations and local fire and
rescue services on steps to be taken to ensure the safety of residents
pending replacement of cladding, and it is also working with the Department
of Health and Department of Education to ensure samples from schools and
hospitals are sent in for testing.

There was also an update on the situation surround the Chalcots Estate in
Camden.

Although the wider issues which led to these evacuations have not been seen
elsewhere, the Prime Minister and Secretary of State for DCLG emphasised the
need for local authorities to speed up the process of sending samples to the
test centre.

There will be a meeting of the Sub Group on Building Safety tomorrow and the
Secretary of State for DCLG will deliver a statement to Parliament later
today.

Press release: Privy Council
appointment: Keir Starmer

[unable to retrieve full-text content]The Queen has approved the appointment
of Sir Keir Starmer to the Privy Council.

Speech: David Currie on the CMA’s
achievements over its first 3 years

It is a great pleasure to welcome you all here today to mark the CMA’s first
3 years as the UK’s primary competition and consumer agency. I was appointed
Chairman designate in July 2012, so it’s closer to 5 very stimulating years
for me.
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I have been witness to some complex and challenging public sector mergers
over the years, not all of which were entirely successful – certainly not as
successful as the merger which led to the Competition and Markets Authority
(CMA).

Making that tricky transition, from the Office of Fair Trading (OFT) and the
Competition Commission (CC) – both fine and well-regarded organisations in
their own right – was carried out smoothly and with minimal disruption to our
work.

We took the best of our predecessor organisations and complemented the talent
and dedication of those colleagues with new first-rate professionals who have
brought fresh skills and perspectives to our work.

And overcoming the institutional challenges which many new organisations
face, we’ve built a strong agency, which is fit for the challenges of the
future and, we hope, a great place to work.

More than the sum of our parts

The merger of the OFT and CC presented us with opportunities to approach
previously separate work – but with the same overall purpose, to make markets
work well – in a more joined-up and efficient way, whilst maintaining our
independence, rigour, fairness and transparency.

As a single agency we have become more than the sum of our parts.

Let me give you a few examples.

In merger control, we’ve continuously refined how we carry out our work,
becoming more effective and more efficient. We’ve developed a smooth end-to-
end approach, with more streamlined processes and a degree of staff
transition between the phases that prevents duplication and waste.

Our increasingly targeted approach has meant that in the past year we
investigated 57 mergers of the 600 or so brought to our attention, versus an
annual average of 84 in the preceding five years.

And we’ve reduced the average duration of phase 1 investigations to 34
working days, compared to around 40 in the final years of the OFT.

All this while continuing to ensure mergers that might lead to worse consumer
outcomes through higher prices, lower quality or reduced innovation, are
mitigated, prevented or remedied.

A second example is how we design, test, implement and monitor remedies
arising from our merger and market investigations.

As a single organisation, we have ensured better continuity in the handling
of remedies throughout their lifetime.

We can learn from each stage to inform the next, applying lessons from
monitoring existing remedies to how we design new ones. This helps to ensure



that new remedies reflect a clearer understanding of how consumers actually
behave and which will better address the problems we are trying to solve or
prevent.

And we are taking advantage of the opportunities to look again at existing
remedies, making sure they remain appropriate today, so that we don’t impose
unnecessary burdens on businesses.

We are better joined up between the different parts of our toolkit, for
example carrying out a consumer law review as part of a market study into
care homes, and launching a competition enforcement investigation based on
information we gleaned from a merger investigation.

We are also working more effectively with the sector regulators across our
toolkit, building on the enhanced concurrency arrangements that were put into
place when the CMA was created.

We know there’s more to do based on our experiences to date, which is, for
example, why we have recently consulted on changes to how we conduct market
investigations.

We’re continuing to refine how we work, and to invest in our technology and
our people, to make further progress towards our ambition to be a world-
leading competition and consumer agency.

What difference have we made?

So, at the end of 3 years – our first 1,000 (or so) days – what difference
have we made?

One of the reasons why this is a good time to look back is that, for the
first time, the evaluation of our impact on consumers is based solely on CMA
work.

We have a target, set for us by government, to deliver £10 of direct consumer
benefit for every £1 we spend. This is a challenging target, indeed the
toughest target of its type in the world, and illustrates the high
expectations for what the CMA will achieve.

It is a useful target to have, as it touches directly on value for money for
the taxpayers who fund us and provides a compelling reason for not cutting,
and arguably increasing, our budget.

It is measured over a 3-year period, and so previous calculations included
the work of our predecessor organisations. Now, it’s all down to the CMA.

Our preliminary calculations suggest that over our first 3 years we have
carried out work which we expect will deliver over £3 billion of direct
financial benefit to consumers.

We are therefore well on track to exceed our 10 to 1 target. We await the
external academic validation of our calculations, but at this stage we can
afford to be quietly confident.



£3 billion is an impressive figure. And it shows that we’re a good investment
for the taxpayer and that we’ve made a real difference for millions of
households and businesses across the UK.

The calculation actually underestimates the full impact of our work. It does
not take account of indirect effects, for example, of how our enforcement
cases, and the way we reinforce these to businesses in relevant sectors
through our compliance activities, deter others from engaging in anti-
competitive and unfair trading practices which harm consumers.

The benefit of that deterrence to consumers is very real, it’s just
frustratingly difficult to quantify accurately.

It also does not take into account the role our merger control activities
play in ensuring anti-competitive mergers do not take place, as advisers
inform boards of the likely regulatory risks.

Making markets work better

We’ve had a particularly big impact over the past year in markets for goods
and services which people rely on every day, and the anticipated effects of
our wide-ranging and transformative remedies in our energy and retail banking
market investigations account for quite a chunk of this latest calculation.

These market investigations into 2 of the biggest sectors of the UK economy
were very ambitious projects for a fledgling agency to carry out. Along with
our legal services market study, they cover a combined turnover of over £80
billion.

But they are markets at the heart of people’s lives – and thus exactly where
we need to be working.

We’ve laid the foundation for making these vital markets work much better for
households and businesses across the whole of the UK over the long term, as
well as stepping in with short-term protections where necessary – including
for some of the most hard-pressed in our society.

And let us not forget regulatory appeals, which is an important part of our
role, but one which is often overlooked by mainstream commentators.

The decisions being challenged in such appeals often concern significant sums
of money for the regulated companies, influence billions of pounds of
investment each year, are key to the UK’s outstanding record in attracting
foreign direct investment and affect millions of people across the UK.

Stepping up enforcement

We also made a clear commitment to step up our enforcement of competition and
consumer law, which is central to our purpose as an agency. And in the past
year we have sharply done so.

We launched 10 new civil competition enforcement investigations in 2016/17,
compared to 8 in 2015/16 and an average of 6.8 in the preceding 5 years.



We reached findings that competition law had been broken in 9 investigations
in 2016/17, and we issued the single biggest fine in the history of the UK
competition regime, and we imposed the first ever company director
disqualification for breaking competition law.

In 2015 we imposed total fines of £1.1 million from 2 infringement decisions;
in 2016 we imposed £142 million from 8 infringement decisions.

Without a doubt, substantial fines on companies help to cement our reputation
as a determined and effective enforcer, and help to deter others from
breaking the law.

But sanctions on individuals arguably provide a greater deterrent than
penalties on organisations, which is why the company director
disqualification and the criminal convictions through guilty pleas in 2
separate cases really matter.

So we will continue to seek further director disqualifications and pursue
criminal investigations where appropriate.

And through our consumer enforcement work we’re helping, for example, to
ensure that people can trust online reviews of products and services, aren’t
misled on price discounts when buying groceries, and get a fair deal from
their cloud storage provider.

Our consumer and competition enforcement work are complementary. Whilst the
legislation differs, from a consumer’s perspective, it doesn’t matter what
tool or law we use. What matters is that we protect ordinary people from
unfair dealing.

With greater enforcement comes a higher risk of litigation, and we currently
have 3 of our decisions facing challenge in the Competition Appeal Tribunal.

We are comfortable with this oversight: the UK has one of the toughest
judicial regimes in the world, which ensures that our legal analysis and our
procedural approach must meet the highest standards.

We have a good track record of success in defending our decisions and I’m
optimistic that we can maintain that.

A strong voice for competition

Over our first 3 years, we’ve been a strong voice for competition and
consumers, across the UK and internationally, challenging policymakers on
matters ranging from taxis to higher education to the EU digital single
market.

And we’ve built strong relationships across government, within the legal
community and across the consumer, regulatory and devolved landscapes. Solid
relationships which are helping us to fulfil our mission to make markets work
well for consumers, businesses and the UK economy. We have many of you in
this room to thank for that joint working.



What does it all matter?

Let me take us back to what this means for consumers – for all of us.

Using just a few examples, since April 2014 we’ve made a difference in
important parts of millions of people’s lives: how they heat their homes and
cook their meals, how they insure their car at home and hire one abroad, how
they bank, how they get good legal representation, how they do their weekly
shop, and how they find good deals on restaurants, hotels and days out.

Looking ahead

I’d like to end by talking a little about the future.

Big challenges no doubt lie ahead, for the CMA and for all of us here.

First, Brexit, although I am constrained in what I can say here today due to
restrictions in the run-up to the general election. However, after the
election we will continue to provide expert advice to the government on the
implications for the regimes we operate.

Add to this ongoing debates about how markets can best work for all
consumers, and endlessly evolving markets and business practices, for example
in digital commerce, and these are exciting times.

Times which make it all the more important that the CMA continues to be a
confident, well-resourced, independent and unified competition and consumer
agency, with a set of powers that allows us to be fully effective.

This is important for ensuring better outcomes for millions of consumers, and
driving greater economic growth.

Throughout the period ahead we will continue to promote the benefits of
competition for people right across the UK. Whilst interventions that unlock
greater competition may be less immediate in their effects, they can be
phenomenally powerful over the longer term, putting choice at the hands of
the consumer and unleashing the innovation of businesses to transform markets
for the better.

Equally, we won’t shy away from stepping in to protect people, when short-
term measures are needed.

And I firmly believe that the CMA is best placed to determine the right
solution to the problems in markets at the heart of people’s lives, and best
placed to foster a competition culture across the UK, where businesses,
citizens and government all recognise the value of competition for protecting
consumers.


