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Introduction

Throughout 2019 ESB Networks has engaged extensively with our customers, and their representative
organisations, to ensure that they have a voice in the PR5 process. The rich insights and perspectives shared by
our customers, and by the societal and customer organisations involved, were enormously valuable, and directly
informed the decisions ESB Networks made in preparing PR5 proposals. We welcome this opportunity for our
customers and stakeholders to further influence the objectives and approach to the PR5 process.
The opening statement of the Ireland’s national Climate Action Plan encapsulates why this engagement is critical
in the context of PR5, setting out that “Every home, every community, every workplace and every farm, must be
mobilised... Every network which supports our lives … must adapt rapidly. If we delay the transition, we as a
country, shall most certainly face greater costs and fewer opportunities. The reality is that, only by adapting
now, can our enterprises remain competitive and our society resilient.” 1
In July 2019 the CRU and ESB Networks jointly committed to four objectives, namely:
1. Facilitating a Secure Low Carbon Future
2. Transforming the Role of the DSO
3. Increasing Efficiency and Protecting Consumers
4. Resolving Local Security of Supply
ESB Networks’ submitted PR5 proposals were designed to deliver on these objectives, by combining extensive
analysis of system needs, with the preferences and priorities of customers who use, and pay for, the electricity
system, as shared with us through 2019.
Consultation and engagement must – now more than ever before – play a central role in the decisions made
regarding energy infrastructure in Ireland. The decarbonisation of energy, over the coming decades, will rely
on the hundreds of thousands, and then millions, of individual decisions that Irish households, communities and
businesses make about how they use energy, as electricity, and for heat and transport. The purpose of the
electricity system is to enable these decisions, at the pace and the price that Irish people expect. As such, ESB
Networks welcomes this opportunity for the people and organisations who use the electricity system to help
shape the PR5 process.
The views received in response to this consultation will offer rich and valuable insight which should inform both
the CRU’s PR5 approach, and ESB Networks’. We want the opportunity to ensure these views are adequately
reflected in our proposals, so they can be accounted for as early as possible in the decision making process. As
such, we request that the CRU shares responses received with ESB Networks once this consultation closes, and
that the PR5 process provides appropriate time for us to consider them and adapt our proposals accordingly.
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PR5 Scope, Objectives and Principles

From this point onwards, this document reflects the structure of CRU19152, for ease of reference.

1. The CRU seeks stakeholders’ views on the CRU’s approach to PR5 and in particular stakeholders’
views on issues the CRU should consider in order to achieve the objectives set out in this section.
Legal Context
As set out in CRU19152, and under Section 36 of the Electricity Regulation 1999 Act, as amended (“the Act”),
the legal context of the price review process includes that a reasonable rate of return on capital investment be
recovered. The Act also sets out that it shall by the duty of the Commission to, amongst other things, secure
that licence holders are capable of financing the undertakings of the activities which they are licenced to
undertake. In the context of Ireland’s 2030 targets, timely and sustained investment over the coming decade
will be critical. The foundation laid in the first 5 years will determine what is possible later in the decade. Thus,
it is particularly important at this time that a reasonable rate of return is allowed, which enables ESB Networks
to maintain strong investment credit rating metrics.
Metrics consistent with a strong investment grade credit rating at BBB+/A- are necessary to maintain investor
confidence so that uninterrupted access to debt capital markets at competitive rates can be retained. A negative
change impacting on credit rating would be particularly detrimental at this time, given the significant capital
investment needed. The inability to fund the investment needed in PR5, in full and at efficient rates, would have
negative long term consequences for Irish electricity system users who rely on a resilient system, with the
capacity to enable the low carbon transition. As set out in the Climate Action Plan, “If we delay the transition,
we as a country, shall most certainly face greater costs and fewer opportunities. … only by adapting now, can
our enterprises remain competitive and our society resilient.”
Ensuring that ESB Networks can efficiently fund the PR5 programme will have long term positive impacts on how
communities and business across Ireland can use energy, and on the wider Irish economy. As such, we cannot
over stress the importance of meeting these underlying requirements with respect to financeability, as set out
in the Act, to outcomes in Ireland as it transitions to a low carbon society.

Scope
ESB Networks welcomes the CRU’s intent to review the regulatory framework in the scope of the PR5 process,
so as to provide the network companies with greater flexibility in their investment decisions. The regulatory
framework can enable or limit the transformation we deliver for our customers; and without change in PR5, the
regulatory framework would serve to limit it.
The current regulatory framework is designed to provide sustainable signals for investment in a stable
environment. It is based on an assumption that at the time of the Price Review, system needs can be forecast
with near perfect foresight, and that these needs will be met using well established investment solutions.
However, we are already in a period of change, and in PR5 there will be an imperative to rapidly adapt to enable
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this. In changing or uncertain conditions, the current regulatory framework unduly favours conservative
approaches and decision making; this will not enable the change needed in PR5.
In PR5 the volume of renewable generation on the system must almost double. At the time of writing there is a
total of 4.3 GW of renewable generation (4.1GW wind) connected to the Irish system; by 2025, the Climate
Action Plan sets out that this must rise to almost 8GW, on the pathway to reaching over 12.1 GW by 20302.
Electric transport and heating must rapidly become accessible at a national scale. Communities and active
system users must be provided with new opportunities to access and participate in the market. To deliver for
our customers, in this context, it is imperative that in ESB Networks we are capable of


delivering quickly and efficiently;



offering agile responses to changing needs;



adopting new approaches as they become available.

To enable ESB Networks to deliver this, it will be vital to move from today’s framework to one which is fit for
purpose and encourages the responses needed in a period of change

Principles
ESB Networks supports the proposed principles, as set out in more detail later in this document. In particular,
we want to emphasise that it is critical that stakeholders’ voices are heard, and that the range of views, needs
and priorities are considered in a well-balanced and evidenced based manner. Consistent with this, throughout
2019 in preparation for PR5, ESB Networks and its stakeholders and customers have begun a conversation about
their preferences, expectations, and willingness to pay. ESB Networks would like to take this opportunity to
thank the individuals and organisations who have contributed to this process and confirm our commitment to
continuing this conversation into PR5.

Objectives, Policy and Transformation
Figure 1 shows why it was critical that ESB Networks developed its PR5 proposals to reflect clear policy
objectives. This illustrates the CO2 emissions reductions that can be achieved if we successfully deliver the pace
and balance of investment needed to connect renewable generation, and electric heating and transport on the
Irish electricity system, as set out in the Climate Action Plan to 2030, continuing to achieve economy wide net
zero CO2 emissions by 2050.
Every home, every community, every workplace and every farm, must be mobilised – and as they mobilise, their
electricity needs will change. Electric heating and transport will mean that hundreds of thousands of Irish
households will depend on a resilient, available electricity system, in ways that they never have previously. They
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2025 and 2030 figures as set out page 34 of the Climate Action Plan at https://www.dccae.gov.ie/en-ie/climateaction/topics/climate-action-plan/Pages/climate-action.aspx . Current figures as published by ESB Networks and
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will need increased access to the system, but they will also need a system that is adapted to be more resilient
to a changing climate

Similarly, ever quicker and more cost effective solutions will be needed to connect and

mange renewable generation of all sizes and technologies, individually and in communities across Ireland.

Figure 1: Carbon emissions avoided in a secure low carbon future. Source: Poyry

ESB Networks is absolutely committed to its role in making this possible, at the pace set out in the Climate Action
Plan and the Clean Energy Package. Further, we are committed to developing the system to meet social and
economic needs as per the National Development Plan 2018 – 2027, and Project Ireland 2040 over this period.
ESB Networks’ PR5 plan was developed to do this, building upon the contributions and voices of stakeholders
across Irish society, and of customers, and applying extensive engineering analysis and design.
Care was taken to propose only those solutions which represent least cost approaches and best value for
customers. This includes low and medium voltage development plans to accommodate the electrification of
heat and transport as part of a more decentralised and decarbonised energy system. It also includes investment
to enhance our customer services and communications, to better reflect customers’ needs, as they adopt low
carbon technologies in their homes and businesses.
As set out in CRU19152, the provisions of the Clean Energy Package introduce new rights and possibilities for
energy users, to make it easier for them to actively participate in energy markets. The Clean Energy Package
accordingly sets out an increasingly active role for the DSO to make these rights and possibilities possible. To be
able to deliver this, ESB Networks’ PR5 proposals include a fundamentally different scope and scale of
investment in operational systems, and digital capabilities.
These transformative investments will ensure that ESB Networks has the capabilities needed over the coming
decade to securely and efficiently:


Actively manage the system to provide quicker, cheaper connections;
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Reduce the probability of renewable generation, or demand, being constrained;



Maximise the freedom with which distribution connected generation and demand can participate in
ancillary services and the energy market;



Use better, data based operational tools, to increase security of supply, and reduce energy losses.

These investments will be critical to the capacity of the Irish system to achieve its 70% renewables targets. They
will allow ESB Networks, working closely with the TSO, build the different capabilities and behaviours of demand,
generation, storage, active customers and communities into how the system is managed.
Though these investments represent a step change in the PR5 period, they are no regret options. Our ability to
meet 2030 targets in Ireland will rely on progressive decisions made early in the decade, and their steady delivery
over the full decade. Without transformative investment in PR5, it will not be possible to “catch up” in PR6.
ESB Networks is independent in its role, separated from all generation and supply businesses in the Irish
electricity sector. It has the capabilities and resources needed to ensure this into the future. As identified in
CRU19152, ESB Networks’ role will change in PR5, and the importance of transparent and independent decisionmaking will increase. As such, in its PR5 submissions, ESB Networks has proposed measures to


Increase the role of industry in shaping new products and services;



increase the role of industry in developing ESB Networks’ decision criteria;



strengthen and enhance the associated reporting channels, to provide industry with transparency of how
these decisions are implemented in day-to-day operation of the system.

These focussed measures will support ESB Networks deliver an increased role. They will build on its commitment
to making decisions in open and transparent manner, directly informed by engagement. In 2019 ESB Networks’
decision making processes have benefitted from customers’ and stakeholders’ views, gathered through
meetings, workshops, surveys and focus groups. Many of the decisions made in 2019, as we prepared for PR5,
were informed by this, for example decisions regarding the level and types of investment for PR5, regarding
changes to the network planning and security standards, and regarding ESB Networks’ approaches to innovation
and engagement going forward.

Facilitating a Low Carbon Future
ESB Networks recognises the absolute imperative of facilitating a low carbon future, by meeting the targets set
out in the Climate Action Plan. We are committed to doing everything that is within our authority and resources
to implement this. As the PR5 process will determine what resources we have available to do so, it is critical
that facilitating a low carbon future is an objective of the PR5 process, as set out in CRU19152. ESB Networks’
PR5 investment proposals reflect this objective, including:


Capital investment in network infrastructure, and operational systems, to enable the quick and cost
effective integration of almost double the renewable generation on the system today by 2025;
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Strategic capital investment in network infrastructure at lower voltages, to enable up to 1 home in 13
connect an electric vehicle and 1 home in 8 be electrically heated by 2025;



The full delivery of the National Smart Metering Programme in PR5, providing 2.3m Irish electricity
customers with the information needed to empower them in their role in the energy transition;



Capital investment in transmission infrastructure, as advised by the TSO, to accommodate Ireland’s 70%
renewables target by 2030, in an efficient and timely manner, working in partnership with the TSO.

If the PR5 process is to meaningfully facilitate a low carbon future, throughout the process it will be vital to
continually pose the question: “is the proposed / allowed approach enough to enable Ireland’s 2030 targets in
full and in a timely manner?”. In this respect, PR5 cannot be considered in isolation from PR6. Ireland’s
trajectory to meet 2030 targets will accelerate in the latter half of the decade. It will only be possible to
accommodate this efficiently and securely if there is a sustained, high level of investment throughout the
decade. Deferring action from PR5 into PR6 will create a very real risk to Ireland’s 2030 targets.
Finally, the CRU sets out that it will put a framework in place that facilitates innovation projects, and quickly
embedding learnings into business as usual. Transferring innovative solutions into business as usual at pace is
vital to our ability to deliver a least cost pathway to a low carbon system. As such, ESB Networks has proposed
some core investments for PR5 which are still within the innovation cycle, because deferring their transfer to
business as usual to PR6 would be too late. To do this, ESB Networks is integrating its own innovation learnings
with those of UK and US utilities, to propose the right solutions for PR5.
Similarly, we hope that the regulatory framework can be adapted using learnings not just from Ireland, but from
the many other jurisdictions seeking to enable change. In Great Britain, for example, over a decade ago steps
were taken create a regulatory framework that drives outputs, innovation and efficiency in a period of change.
The methods and approaches introduced during RIIO ED1 3, and already published in preparation for RIIO ED24,
reflect the breadth and depth of learning over that period. Openness to adopting this learning in Ireland will be
critical. It will only be possible to transform electricity network development in a least cost manner, if the
regulatory framework can be adapted to enable and reward transformation.

Transforming the Role of the DSO
ESB Networks supports and is committed to the objective of transforming the role of the DSO. Its PR5
investment plan has been designed with care to achieve this, specifically including:


transformative investments in operational technologies and systems so ESB Networks can actively manage
the system, enabling the distribution connected customers (demand, generation, active customers and
communities) participate in the services needed to meet our 2030 70% renewables target;

3
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RIIO ED1 is the GB equivalent of Ireland’s PR4, running from 2015 to 2023.
RIIO ED2 is the GB equivalent of Ireland’s PR5, running from 2023.
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proposals to ensure that as our role of neutral market facilitator develops and grows, our actions and
decisions are made in a transparent manner, with extensive industry involvement, and comprehensive
reporting and auditing;



a commitment to looking to the market to deliver non-wires alternatives, by building flexibility and active
system management into ESB Networks’ submitted PR5 system development plans from the outset;



an Innovation and R&D plan to drive the development of innovative new solutions in collaboration with
Irish and international technology and sustainability experts;



a commitment, jointly with the TSO, to enhance and grow DSO-TSO coordination to ensure that the best
whole system outcomes are identified and delivered.

ESB Networks is committed to working with all of our customers and third parties – the TSO, market participants,
and new entrants including citizen energy communities – to deliver new solutions during PR5. This includes
solutions to reduce the constraints that apply to demand side participation in ancillary services and the market
today.
This transformation is at the heart of implementing the Clean Energy Package and will be vital to Ireland’s ability
to meet its 2030 targets. It will only be possible, however, if systems and capabilities which we do not have
today, can be put in place quickly and effectively. As set out previously, these enabling investments have been
included in ESB Networks’ PR5 proposals. They have been informed in a direct and practical manner by trials in
the Dingle Innovation project, which offered ESB Networks an opportunity to “learn by doing” on the ground, as
it developed proposed new activities for PR5. The transformation we are committed to will only be possible to
the extent that these PR5 proposals can be progressed into a new business as usual in PR5.

Increasing Efficiency and Protecting Customers
ESB Networks has committed in full, from the outset, to the objective of increasing efficiency and protecting
customers. It has reflected this in its PR5 preparations by:


Giving customers a voice in our decision-making processes. Delivering best in class performance will
require greater investment, with an impact on customers’ bills. So, we asked customers about their
preferences and willingness to pay, to help us carefully prioritise investments;



Committing to an 0.9% p.a. efficiency target, at the high end of productivity growth in Ireland and Europe
over the past two decades. This challenging target reflects ESB Networks’ commitment to minimise the
price impact of the investment in infrastructure needed to enable Ireland’s 2030 targets;



Adopting asset health and load risk indices, to provide customers and the CRU with greater transparency
of how we are delivering a safe and reliable system, as households and businesses become more reliant on
electricity;
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Delivering the digital investment and process transformations needed to transform our customers’
experience of the services they need to connect and use the electricity system;



Proposing targets and incentives designed to drive a focus on the outcomes that best protect customers’
needs. In addition to committing to outputs that will provide transparency of our progress delivering better
outcomes, our incentive proposals are designed to target delivery of the CRU’s strategic objectives.

ESB Networks considers that meeting this objective will mean maximising the use of existing assets and is
committed to doing this using the new operational capabilities proposed in its PR5 submissions. Nonetheless, a
greater level of investment will be needed, to provide full access to renewable generation, low carbon
technologies including storage, electric vehicles and heat pumps, and other demand customers. In this context,
the regulatory framework could play a progressive role in driving efficiency and timely investment, by providing
the right balance of risk and reward for efficiently delivering output targets that reflect the outcomes customers
value.
Finally, ESB Networks notes that the CRU will explore options relating to how the allowed cost of capital is set.
and how the current low interest rate environment should be incorporated. ESB Networks has put forward a
proposal in relation to the cost of capital which is based on a long term estimation approach and consistency
with regulatory precedent. Given the criticality of the investment needed in PR5, it would not be appropriate
to adopt an approach that focuses only on short term rates.
As set out on page 3 of this document, irrespective of how it is set, it is imperative that ESB Networks can earn
a reasonable rate of return that supports its ability to retain uninterrupted access to debt capital markets at
competitive rates. This will determine ESB Networks’ ability to fund investment needed in PR5 to deliver a low
carbon society.

Local Security of Supply
ESB Networks supports this objective and has thus built its PR5 submissions from foundations of:


enhancing our capacity to deliver the transmission infrastructure, and the processes in place to do this in
partnership with the TSO;



Delivering process improvement with a focus on improving the speed, cost and quality of delivery;



Ensuring, through DSO-TSO coordination, that the systems and technologies we deliver during PR5 can
support market-based approaches as part of the solution in Dublin;



Engaging with the key stakeholders, including delivery partners and customers, who are most affected by
the need for capacity, and can play a role in delivering solutions.

We look forward to the opportunity to engage with the CRU on how the right framework of incentives could
work in synergy with these measures, to help address security of supply issues within PR5.
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2. What performance targets should the CRU consider for EirGrid and ESBN?
ESB Networks suggests that the performance targets set for PR5 should reflect what customers most value, and
judge they are willing to pay for. Throughout PR4, ESB Networks has received awards and accreditation for best
in class performance by its customer care centre, and for innovation technology transfer, amongst other things.
For PR5, ESB Networks has proposed higher performance targets across its various activities.
To achieve higher performance, greater investment is needed. The targets ESB Networks has proposed for PR5
reflect the impact of its proposed investments in the network, in digital systems, and in customer service
activities. Achieving even higher targets would require greater investment than ESB Networks has proposed at
this time. In considering performance targets for PR5, it will be important to take a balanced view of
performance, and price, and consciously reflect what customers have said they want and are willing to pay for.

3. What outputs and outcomes should the CRU consider in relation to EirGrid and ESBN?
ESB Networks considers that a vital outcome for electricity customers (demand and generation) is that they can
rely on quick, cost effective, unconstrained and secure access to the electricity network. The outputs (specific,
measurable indicators) which measure this outcome, are called health and load indices. These are simple
indicators of the underlying quality of the network, and its ability to accommodate new demand or generation.
The Irish regulatory framework does not currently incentivise, or measure, these outputs. Instead it uses
“inputs” (volumes of different types of work) as a proxy, to help identify whether outcomes for customers are
being delivered. ESB Networks suggests that this approach neither adequately measures whether an outcome
is being met, nor incentivises innovation to reduce the cost of achieving these outcomes. ESB Networks suggests
that implementing an output based framework should begin with adopting health and load related outputs as a
focus of the PR5 process, and has developed its PR5 proposals accordingly.

4. The CRU seeks stakeholders’ comments on the PR5 regulatory framework, the principles it should
follow and the future regulatory framework questions. 5. Do you have any views on what issues the
CRU should consider to ensure the regulatory framework delivers on the principles and questions set
out in this section? Also, do you have views on what the CRU should consider when reviewing responses
to our future regulatory framework questions?
As set out earlier in this submission, the current input based regulatory framework will not support
transformative change in the PR5 period. Because it relies on perfect foresight, it will promote conservative
decision making, and limit ESB Networks’ ability to provide agile, flexible responses to changing conditions during
PR5. As such, ESB Networks welcomes the CRU’s intent to adapt the regulatory framework during PR5.
As set out in CRU19152, the CRU sought that the network companies make proposals in advance of the PR5
process. As such, ESB Networks has already submitted proposals designed to reflect the principles and
objectives set out by the CRU. However, should the CRU’s guiding principles, or how they will be implemented,
change as a result of this discussion process, ESB Networks expects that it would be afforded the opportunity to
adapt and resubmit its proposals accordingly.
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ESB Networks proposals to reflect the CRU’s principles take care to emphasise


transparent, practical and simple to implement in the short term, including by setting targets and
allowances in a similar manner to earlier Price Reviews;



effective address of gaps in the current regulatory framework; namely: rewarding least regret solutions,
providing flexibility to respond to rapidly changing system needs, and promoting the adoption of innovative
alternatives in system development;



sustainable solutions which can be implemented readily for PR5, and be adapted in preparation for PR6
using the body of evidence and reporting delivered during PR5;



means of providing appropriate oversight and supporting ESB Networks’ ability to respond to change in a
timely and effective manner, but with minimal regulatory intervention.

ESB Networks is confident that meaningful change can be achieved in the regulatory framework for the PR5
period, and furthermore that it will be necessary to enable the transformation to which the CRU and ESB
Networks are committed. In this context, we expect leadership from both ESB Networks and the CRU.

6. The CRU seeks stakeholders’ views on retaining PR4 methodologies for PR5.
ESB Networks does not propose any change to a multi-annual review covering a 5 year period, however given
the criticality of investment over the coming 5 years, if aspects of the PR5 determination do not provide sufficient
certainty for the coming a 5 year period, there may be an increasingly frequent need to review aspects of the
revenue determination.
ESB Networks does not propose any change to the application of exiting methodologies for valuation and
depreciation of the regulated assets and welcomes the CRU’s intent to consider asset lives as part of PR5. ESB
Networks agrees that 45 years is a reasonable representation of the working life of network assets, but it is not
a reasonable representation of the working life of the digital technologies used to control, monitor, protect and
operate the electricity system. The transformation of the electricity system over the coming years relies on
substantial increases in investment in these kinds of assets, so it is vital that in the PR5 process steps are taken
to ensure that they are depreciated over an appropriate timeframe. This should sustainably reflect the period
over which they will be used and useful, with due regard for intergenerational equity.
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Conclusion

Over the coming decade – as set out in the Climate Action Plan – every home, every community, every workplace
and every farm, must be mobilised, and it is the role of the electricity system to make this possible. Achieving
Ireland’s 2030 targets will depend on the decisions made now, and the PR5 process is a critical process in this
light. ESB Networks welcomes this, and all future, opportunities to engage on how the approach to the PR5
process, the decisions made within it, and the actions taken over the coming years as a result, can contribute to
our achieving a low carbon future in Ireland.
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