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AUGHINISH ALUMINA LIMITED
(Registered in Ireland No.59982)

Gas Networks Team
Commission for Regulation of Utilities
The Exchange, Belgard Square North
Tallaght,
Dublin 24
9th March 2021
Re: CRU/21/14: Gas Transmission Tariff methodology – Tariff Network Code Article 28
Consultation (Gas Year 2021/22)
This response is non-confidential.
Aughinish Alumina Limited (“Aughinish”) welcome this opportunity to respond to the
Consultation questions posed and the CRU’s proposals following its review of the four options
considered.
It is Aughinish’s view that the Status Quo should be retained until the next TAR NC
Article 26 five-year review of the Matrix RPM. The last review was completed in June
2019 and we do not believe there are any significant reasons to make such a change as
proposed by the CRU at this time.
The reasons why we reject the CRU proposals (Alternative 2) are explained in more detail
below.
Aughinish Alumina Background
Aughinish since 1983 has operated a large alumina refinery based in West Limerick employing
almost 600 people. The alumina plant is one of the most energy efficient in the world and
produces 30% of EU alumina requirements. The refinery is one of the largest users of gas in
Ireland (circa 650,000 therms per day) operating on a 24-hour basis, 363 days of the year.
In order to remain competitive and survive Aughinish, like most manufacturing industry must
focus continuously on reducing costs. In recent years Aughinish has switched its energy usage
from a Fuel Oil base to natural gas in order to comply with EU legislation and environmental
targets.
The Aughinish high efficiency cogeneration plant (“CHP”) built at a cost of over €100M is a
significant user of gas nationally. The CHP facility has increased the deployment of CHP as a
source of electrical generation to over 3% from less than 1%. This has benefited Ireland in
terms of both reduced primary energy usage and CO2 emissions. Since commercial operation
in 2006, the CHP plant has played a major role in Ireland reaching its energy efficiency targets
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and reducing emissions, accounting for an average saving of approx. 330,000 tonnes of CO2
per annum.
The world aluminium market is facing very challenging times. Aughinish is a commodity
producer of alumina competing with other alumina plants across the world where it must
compete against refineries with more favourable input costs and less environmentally focused
levies. Any tariff increase is a cost that we cannot pass on to our customers due to the globally
traded nature of our product.
CRU Proposal (Alternative 2)
As a principle, Aughinish reject any changes to the Status quo that would increase the annual
capacity product tariff as a result of changes to the multipliers and seasonal factors as these
factors are used to create a profile for the non-annual capacity products across the year.
Under Article 28 as part of the annual tariff setting process, the CRU in consulting on the levels
of the multipliers and seasonal factors are seeking feedback on any proposed changes that will
impact on the calculation of non-annual products. The CRU’s transmission tariff methodology
sets the tariff for the annual capacity and hence the proposed Alternative 2 resulting in a
proposed 4% increase in the annual capacity tariff does not seem to be justified.
Aughinish believes any change from the status quo will adjust and distort the balance between
short-term gas trading and the long-term signals for efficient investment in the transmission
system. There is no justification to make this change under the annual review and any proposals
that would significantly change the annual tariff should be carried out under the 5 year Matrix
RPM review.
In support of this position Aughinish refers the reader to the following points discussed in the
Consultation:


Section 2.3.2 and Appendix A analysis concludes that:
The benchmarking analysis (Appendix A) against other member states indicates that the
status quo multipliers are comparable and that Ireland is not an outlier in this regard. In
addition, a reduction to multipliers under Alternative 3 would not cause Ireland to become
an outlier. Therefore, the initial analysis provided under this criteria indicates that both
the status quo and alternative 3 options do not fail to meet this criteria. However, this
analysis is best described as providing an initial ‘health’ check only.
As the status quo multipliers are comparable with other EU member states, there is no
obvious reason that justifies any changes to the seasonal factors that would result in
additional costs to the annual capacity tariff.



In the Consultation, the CRU is concerned about the impact on gas demand due to wind
generation and the long-term impact on additional gas demand due to decarbonisation
policy (footnote 9). If the CRU wishes to include decarbonisation policy then any analysis
should also include energy transition and energy efficiency factors in determining the
impact on gas network revenues. This should be carried out within the five-year TAR NC
RPM review and since the last review was in 2019, it is too early to make any changes
(even incremental) in the seasonal factors based on decarbonisation policy.
A key element of the 2019 review of the Matrix RPM centred around the cost-reflectively
of reference prices in order to send appropriate signals to attract new investment where it
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can be shown to be efficient. CRU concluded that the continued application of the Matrix
RPM ensures that the reference prices (i.e. annual capacity tariffs) are cost-reflective, hence
there is no valid reason why any changes proposed to the multipliers and/or seasonal factors
should not result in increased costs to the annual capacity tariff.


A key tenet of the tariff methodology is stability. The Alternative 2 proposed changes to
the Status quo will increase the volatility of GNI revenues and as recognised in the
Consultation, it is only “questionable” that the status quo seasonal adjusted profile reflects
the efficient use of the of the network. Why risk tariff stability by adjusting from the status
quo when there is more analysis required?



Over recovery of GNI costs and cost-reflective non-annual products. The Consultation
indicates that the status quo does not improve cost-reflectivity due to a number of factors
e.g. changing demand profiles, increased wind generation etc and that the Power Sector
would benefit from improved cost-reflective seasonal factors. GNI indicate this could result
in upward pressure in the cost of annual capacity to ensure GNI recovers its allowed
revenue. The analysis suggests this could result in a 4% increase in gas transportation from
the Moffat entry point whilst the power sector will most likely benefit from lower capacity
costs.
In Appendix A.3 (page 70 – point 3: possible effects on the price of electricity) the CRU
acknowledges that this point has not been explored in detail but suggests there is potential
for Alternative 2 to lead to less variable costs in the I-SEM. It does not necessarily follow
that this would result in lower electricity prices and to implement Alternative 2 with a 4%
tariff increase on end users that cannot mitigate or pass-through such an increase without
further analysis would be inconsistent with this review under Article 28 i.e. avoid crosssubsidies between network users as this clearly benefits the power sector.
In fact, the CRU following feedback from network users and end customers last year, noted
that the economic viability of gas generators and the incentivisation of low carbon gas units
is not within the scope of a review of multipliers and seasonal factors.

For Aughinish, the burden of additional increase in tariffs is both a survival and equity issue.
While Aughinish is not arguing that the multipliers and seasonal factors should not be adjusted
under the annual review, we do suggest that any changes proposed should not change the annual
capacity tariff as this would be inconsistent with the CRU remit under Article 28.
We would like to arrange a meeting / conference call with the CRU on this matter as part of
any further analysis as a result off issues highlighted prior to any decision being made by the
CRU in March / April this year.
Yours sincerely,
David Horan
Business Analyst
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Gas Networks Team
Commission for Regulation of Utilities
The Exchange
Belgard Square North
Tallaght
Dublin 24
gasnetworks@cru.ie
10th March 2021
RE: Gas Transmission Tariff Methodology – Tariff Network Code Article 28 Consultation (Gas year
2021/22) (‘paper’)

Dear Sir, Madam,
Bord Gáis Energy (BGE) welcomes the opportunity to respond to the above noted paper regarding the
CRU’s consultation on the Gas Transmission Tariff Methodology under Article 28 of TAR NC and the
proposal to maintain the current daily multiplier and incrementally change the seasonal factors for
GY2021/22. The importance of tariff stability and certainty is recognised by the CRU in the paper and we
see this as a significant contribution to the CRU’s stated aim of ensuring “… that the Irish transmission tariff
methodology continues to appropriately reflect the unique characteristics of the Irish gas network and
market, to the benefit of gas consumers.”1
BGE does not believe that the rationale for the proposed implementation of Alternative 2 to the multipliers/
seasonal factors has been adequately tested and proven in the analysis provided. BGE believes that any
upward pressure on the cost of annual capacity (which would increase costs for both residential and SME
consumers) would be an unnecessary burden for gas network users and ultimately consumers, especially
when the financial consequences of the Covid-19 pandemic are still playing out. We further believe the
Status Quo should be retained as the most effective position for market participants and consumers. The
status quo should be retained for at least the next 2 gas years to facilitate a managed transition in tariff
structure levels with end-users should a change eventually be decided on. Retaining the status quo for
ideally 2 years is necessary in our view given the number of large end-users on 2-year contracts.
In general, BGE supports tariffs that: are cost-reflective such that they avoid perverse outcomes such as
reducing liquidity at the Irish Balancing Point (IBP) in times of declining indigenous gas resources; are stable
and predictable such that volatile costs which can negatively impact consumer bills and investment
decisions are mitigated, and; work to facilitate the decarbonisation of the energy system. It is with these
considerations in mind that we provide our responses below which are in the order of the questions as put
forward in the paper.
CRU Question 1: Do you agree with the CRU’s proposal to apply alternative 2? Please provide a rationale
for your answer.
BGE does not believe that the change as outlined by Alternative 2 or any alternative in the consultation
paper is warranted. We do not agree with the CRU’s view that the removal of the seasonal factors may be
warranted. Seasonal factors in our view provide a recognisable encouragement for an appropriate level of
summer usage of gas, incentivising the efficient use of the GNI asset base. They support the production in
the summer season of cheaper power by gas-fired generation at a time when the contribution of low-cost
wind generation to the power grid is normally reduced, and increased contribution by thermal baseload
generation is required.2 The place of gas-fired generation as both baseload in its own right, and as support
capacity to the increasing penetration of renewable generation in the SEM, underscores the importance of
1

CRU/20/57 - Gas Transmission Tariff Methodology – Tariff Network Code Article 28 Call for Evidence Gas year 2020/21
(Section 2.3, pg 18)
2 See Figures 4.6 and 4.7 in CRU/21/14 (pg 66)
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natural gas as the most environmentally friendly fossil fuel available to Ireland. A flatter seasonal profile
approach could incentivise the use of the lower carbon gas units over high carbon output units through
increased competition so helping achieve low carbon objectives. However, the removal of seasonal factors
may upset this incentive for lower carbon gas-fired units and perversely weaken the delivery of the low
carbon objectives of the Climate Action Plan and Programme for Government.
Furthermore, seasonal factors still influence increased summer running by large end-users such as the agrifoods sector. Despite certain attributes of the gas market having changed (role of gas-fired generation) or
ceased (national seasonal storage) since the introduction of seasonal factors, BGE believes more analysis
is required to re-establish a more representative level for seasonal factors rather than seeking to remove
them. Any changes to seasonal factors identified should follow the schedule we set out under Question 2
below.
The scope and timescale for a change in tariff structure levels needs to be well-signalled and arranged with
the industry and users. Absent of a well-managed and arranged transition to a new tariff structure level,
BGE feels the Status Quo position should be maintained for the short to medium term. The financial impacts
of any changes in the product multiplier and seasonal factors are felt by all gas users especially consumers
and BGE believes that the rationale for changes needs to be more robustly considered by the system
operator in partnership with users. The datasets, modelling factors and analysis methodology for all
potential alternatives to the Status Quo should be open to challenge and test by all parties to ensure the
most representative model for change is chosen.

CRU Question 2: Should this change be implemented for gas year 2021/22? Please provide a rationale
for your answer.
BGE considers that the Status Quo position on the level of multipliers/ seasonal factors should be
maintained into the gas years 2021/22 and 2022/23. We propose that any change only be implemented for
gas year 2023/24 and continue in a 2-year cycle thereafter given the duration of end-user contracts and the
need to minimise any onerous disruption to those. We believe that amendments to multipliers/ seasonal
factors should only be considered after being arranged with, and well-communicated to, the industry and
large users. Enough time then needs to be given for all industry parties to complete existing longer-term
commercial supply contracts based on current tariff structure levels and implement replacement contracts
with the amended tariffs structure. Short-term change to seasonal factors risks pushing existing supply
contracts out of line with current tariff structures so financially penalising users and suppliers alike.
While there are potential benefits in flattening the variation between, and the annual profile of, short- and
long-term capacity products, we believe that changes to the structural level of tariffs and the timing of this
change need careful consideration. The stability and predictability of tariff structure levels is a key
requirement of shippers and users to avoid sudden impacts to consumer bills and impacts on investment by
industry (including in the growth expected in the renewable gas industry and gas for transport sectors). For
these reasons, we see the current gas transmission tariff structure (Status Quo) as being effective at the
current levels into gas years 2021/22 and 2022/23.
CRU Question 3: Do you have any views on the CRU’s analysis of VRF use? Please provide a rationale
for your answer.
VRF remains a viable option for shippers with little evidence that the existing discount is an overly influential
factor in its low usage. Any potential changes to seasonal factors will also impact the VRF discount profile
and may separately encourage more summer usage of VRF under a flatter seasonal profile. We believe
that the outcome of any proposed change to the seasonal factors on the use of VRF should be examined
first before changing the VRF discount rate itself. Otherwise a number of concurrent changes to the VRF
tariff structure could result in unintended consequences on the use of VRF for example lowering VRF to a
level that incentivises its use for balancing by shippers and so undermine the position of indigenous gas
and the IBP for users.
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CRU Question 4: Do you have any proposals (supported by data and analysis) for an alternative VRF
discount, (within the context of the Art. 28 consultation scope) that could be considered as part of next year’s
consultation?
The first full year of VRF operation in Ireland included the impacts of changes to the GB tariff regime and
the Covid-19 pandemic. The limited dataset available on the use of VRF may therefore not represent an
effective, normal year of VRF operations. BGE asks that no changes to the VRF level are made until at
least 1-2 years of normal operational data are captured. But we continue to see value in retaining VRF as
an option for balancing, considering the need for continued and improved liquidity at the IBP, and we believe
that it should be a second-choice option to the IBP. Critically we are not in favour of making changes to the
tariff inputs such that the final VRF tariff outturns at a level that significantly disincentivises use of local
balancing points, the IBP in this case.

In conclusion, we appreciate the need being considered by the CRU to alter the levels of tariff multipliers/
seasonal factors to better represent the changing usage of the gas grid. In contrast to the views expressed
in the consultation, BGE sees a continued long-term need for seasonal factors in the Gas Tariff Methodology
as in our view they continue to provide a recognisable encouragement for an appropriate level of summer
usage of gas, incentivising the efficient use of the GNI asset base. We support the evidence-based
approach being used to establish the scale and scope of change required. But changes should only be
made where industry has tested the data and analysis supporting the reason for change and is a partner to
the transition of end-user contracts to new tariff structure levels. Without industry partnership and challenge,
tariff structure changes risk negatively impacting the charging stability and introducing uncertainty for users
as recently seen in GB with the introduction of a Revenue Recovery Charge on entry and exit due to a failure
in revenue recovery by the normal process. We see implementation of tariff structure changes as taking up
to 2 years from arrangement of the changes so to avoid negatively impacting existing user supply contracts.
The earliest tariff structure changes should therefore apply from is from gas year 2023/24. Tariff stability
and certainty is key for all gas users from consumers to large end-users as sudden changes can penalise
existing commercial arrangements and unnecessarily increase consumers’ bills as a flatter seasonal profile
increases annual capacity tariffs. Finally, any changes being considered to the VRF tariff should avoid
undermining the IBP and related imbalance prices. Changes proposed to the level of VRF discount should
again be based on careful analysis of robust datasets and the potential outcomes for both industry and
consumers. Care is needed to ensure that too much concurrent change in the VRF discount levels and
seasonal factors does not result in unintended outcomes that unduly incentivises the use of VRF as a
balancing option for shippers over indigenous gas and IBP.
I hope that you find the above suggestions clear and helpful, and we look forward to further engagement on
the process of analysis and arrangement of the change process for the gas transmission tariff methodology.
Please do not hesitate to contact me should you wish to discuss any of the above in further detail.

Yours faithfully,

Ian Mullins
Regulatory Affairs – Commercial
Bord Gáis Energy

{By email}
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127 Baggot Street Lwr.
Dublin, D02 F634
Date: 10th of March 2021
By email to: dward@cru.ie
RE:

CRU2114 Gas Transmission Tariff Methodology Article 28 Consultation Gas Year 21-22

Dear Daniel,
On behalf of the members of the EAI Gas Working Group, I am writing to you in response to
the consultation on the Gas Transmission Tariff Methodology.
To begin, the EAI and its members welcome the evidence-based approach to the proposals.
However, we have concerns regarding the data and the analysis conducted, and thus the
relevance of the numbers that have been arrived at. In particular, we feel the lack of a
contingency factor is inappropriate in that without a utilisation or error factor, GNI’s results
present a misleading level of accuracy on which parties are invited to form judgement. The
analysis assumes perfect foresight and capacity booking optimisation by Shippers (other than
those mandated to book to their 1 in 50 peak day). This is clearly not reasonable, especially in
the context of consistently high levels of revenue over-recovery by GNI. We feel there should
be a strong evidence-based rational for any change to the system and that this analysis has not
been sufficient in this regard.
Additionally, the analysis is backward-looking, and we would query if this is the best way to
consider future seasonal tariff impacts. For example, this analysis includes data pre-ISEM, with
less wind and the inclusion of other thermal plant on the system other than gas. It also
includes the 2019/2020, which may be atypical due to Covid-19 effects. We would suggest that
before conclusions are drawn, data from the gas year 2020/2021 at least be considered prior
to any implementation of changes as this data would encompass developments in the market
for example, increased wind, less alternative thermal to gas and any impacts following Brexit.
Furthermore, while we welcome the publication of some accompanying spreadsheet tables,
there has not been an opportunity for industry to critically analyse the raw data behind the
analysis published in the paper. Therefore, in the interest of transparency, we would ask for
the independent data submitted by GNI to be made available for all stakeholders to review in
future consultations.
In addition, given the concerns we have raised regarding the analysis, we believe there is
insufficient evidence to support the view that the current tariff methodology does not
incentivise effective utilisation of the network or that it is not cost reflective as suggested in

the Consultation Paper. In addition, the proposed change results in using a monthly peak flow
methodology in relation to seasonal factors which CRU have previously stated is not a cost
reflective approach. The potential outcome of this change could be increased costs to end
consumers which we do not believe has been justified, particularly in the current economic
conditions.
In conclusion on this point, we do not believe that a change to seasonal factors has been
justified and recommend that further analysis be carried out as outlined above. We do not
support the proposed implementation of Alternative 2 at this time and prefer maintenance of
the status quo until further analysis has been completed.
In respect of question 2 of the Consultation Paper, there are some other areas of concern for our
members arising from this consultation regarding the timeline of implementation of any changes. EAI
does not believe the proposed tariff change should be implemented in the next gas year 2021/2022 at
least, and perhaps longer to facilitate a well-managed transition to a new tariff structure with the
industry. In this regard consideration of any amendments should not take effect until at least gas year
2022/2023. In the interest of tariff stability, we believe it is pertinent to consider the consequences of
sudden tariff changes. As CRU expects to publish tariffs for the coming year in early June for tariffs
which will begin at the start of October, EAI believes that more notice of tariff changes needs to be
given to industry and that any changes to tariff frameworks should be incremental and communicated
to the industry at least 1 year, and ideally 2 years, ahead of the change to allow for amendments to
longer-term user contracts. The indication of a direction of travel or thought process is insufficient
certainty for businesses to base their commercial arrangements; parties require more time to adjust and
plan.
We are also concerned that implementation in Oct 2021 would lead to divergence between Northern
Ireland and the Republic of Ireland on a part of the gas market framework that has been aligned for
some time and where alignment is a stated policy intention. UREGNI has been clear in its aims to base
any adjustment to seasonal factors and multipliers on data analysis, which can only be conducted
following the conclusion of the 2020 Gas Year. For the continued operation of SEM, it would be
preferable to continue alignment on seasonal factors in the interim. While we agree with the need for
there to be an annual review under the TAR NC and welcome that CRU conducts a more complete
consultation process on tariff methodology than other markets, we would like to highlight our belief
that changes should not necessarily be implemented every year and need to be communicated to
industry ideally 2 years ahead of the change. The annual review and consultation process should overall
increase transparency and contribute to enhancing investor certainty of cost estimates.
We look forward to engagement on these issues and to receiving a response to this communication.
Yours Sincerely,
Electricity Association of Ireland (EAI)

Electric Ireland Response:
Gas Transmission Tariff Methodology
Tariff Network Code Article 28 Consultation

10th March 2021

Introduction
Electric Ireland welcomes the opportunity to respond to the CRU Consultation on Gas Transmission
Tariff Methodology - Tariff Network Code Article 28. Electric Ireland has reviewed the consultation
proposals from the perspective of a standalone supplier and as a representative of the customer.
Electric Ireland is broadly in agreement with the CRU’s proposals in respect of seasonal factors and
multipliers but believe that the timeline must be extended. Electric Ireland does not have any views
in respect of the proposals concerning Virtual Reverse Flow. Our views in respect of the consultation
questions are outlined below.

Responses to Consultation Questions
1.

Do you agree with the CRU’s proposal to apply alternative 2? Please provide a rationale for
your answer.
Electric Ireland is broadly in agreement with the proposal to apply alternative 2 as this represents
a sensible step between the status quo and alternative 1. We agree that any changes should be
incremental and that a complete removal of seasonal factors is not currently warranted.

2.

Should this change be implemented for gas year 2021/22? Please provide a rationale for your
answer.
Electric Ireland does not believe that this change should be implemented for gas year 2021/22.
The proposals represent a relatively significant change to the existing arrangements and as a
result, participants will require an adequate lead in time to assess the proposals and options fully
from technical, commercial and customer impact perspectives.
Our customer contracts/agreements have been designed around the existing arrangements and
in some cases, these can extend beyond the start of the 2021/22 gas year. A significant change
to the arrangements may have a commercially punitive impact for customers on these contracts.
Suppliers require certainty on the arrangements in order to accurately design these contracts
going forward. It is worth noting that suppliers are constantly in negotiations with potential new
customers (and for renewal/renegotiation of existing contracts) and it is extremely challenging to
finalise the commercial aspects of these contracts when elements such as the Multipliers and
Seasonal Factors are going to change during the contract period and where the details of the
future arrangements have not yet been finalised.

3.

Do you have any views on the CRU’s analysis of VRF use? Please provide a rationale for your
answer.
Electric Ireland does not have any views in relation to the CRU’s analysis of VRF use.
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4.

Do you have any proposals (supported by data and analysis) for an alternative VRF discount,
(within the context of the Art. 28 consultation scope) that could be considered as part of next
year’s consultation?
Electric Ireland does not have any proposals for an alternative VRF discount.
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Energia Response to CRU Consultation
Paper CRU/21/14

Gas Transmission Tariff Methodology – Tariff Network
Code Article 28 Consultation
Gas Year 2021/22

10 March 2021

Response to CRU/21/14

1. Introduction
Energia welcomes the opportunity to respond to the CRU Consultation Paper
CRU/21/14 titled “Gas Transmission Tariff Methodology – Tariff Network Code
Article 28 Consultation” (the “Consultation Paper”) addressing requirements under
the EU Network Code on Harmonised Transmission Tariff Structures for Gas (TAR
NC) to consult on the gas transmission tariff methodology.
Energia are a member of Electricity Association of Ireland (EAI) Gas Working
Group and endorse the EAI response specifically in assessing the analysis
provided in relation to multipliers and seasonal factors and the subsequent
proposal to implement Alternative 2 i.e. a retention of current multipliers but an
adjustment of seasonal factors. Energia are in agreement that whilst the analysis
provided is welcome, there are number of concerns which need to be addressed
before any implementation of Alternative 2 is fully decided upon. In addition, any
proposed change to the seasonal factors should have a sufficient lead time of at
least 1 year to provide sufficient notification to the market of a proposed change
and therefore should not take effect for the upcoming gas year 2021/22.
The remainder of this response highlights a number of points of emphasis from the
EAI Gas Working Group in respect to specific questions in the Consultation Paper
that we wish to draw attention to.

2. Response to Specific Questions
1. Do you agree with the CRU’s proposal to apply Alternative 2? Please provide a
rationale for your answer.
•

We have concerns regarding the data and the analysis conducted, and thus
the relevance of the numbers that have been arrived at. In particular, we
feel the lack of a contingency factor is inappropriate in that without a
utilisation or error factor, GNI’s results regarding capacity booking
behaviour present a misleading level of accuracy on which parties are
invited to form judgement. We feel there should be a strong evidence-based
rational for any change to the system and that this analysis has not been
sufficient in this regard.

•

The analysis is backward-looking, and we would query if this is the best way
to consider future seasonal tariff impacts e.g. this analysis includes data
pre-ISEM, with less wind and the inclusion of other thermal plant on the
system other than gas (i.e. coal, peat etc). It also includes the 2019/2020,
which may be atypical due to Covid-19 effects. We would suggest that
before conclusions are drawn, data from the gas year 2020/2021 at least
be considered prior to any implementation of changes as this data would
encompass developments in the market for example, increased wind, less
alternative thermal generation to gas and any impacts following BREXIT.

10 March 2021
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•

There has not been an opportunity for industry to critically analyse the raw
data behind the analysis published in the paper. Therefore, in the interest
of transparency, we would ask for the independent data submitted by GNI
to be made available for all stakeholders to review in future consultations.

•

In conclusion on this point, we do not believe that a change to seasonal
factors has been sufficiently justified and recommend that further analysis
be carried out as outlined above. We do not support the proposed
implementation of Alternative 2 until further analysis has been completed.

2. Should this change be implemented for gas year 2021/22? Please provide a
rationale for your answer
•

We have concerns regarding the proposed timeline of implementation of
any changes. Energia does not believe the proposed tariff change should
be implemented in the next gas year 2021/2022 in order to facilitate a wellmanaged transition to a new tariff structure with the industry. In this regard
consideration of any amendments should not take effect until at least gas
year 2022/2023. As CRU expects to publish tariffs for the coming year in
early June for tariffs which will begin at the start of October, any changes to
tariff frameworks should be incremental and communicated to the industry
at least 1 year ahead of the change to allow for amendments to longer-term
user contracts.

•

We are concerned that any implementation in October 2021 would lead to
divergence between Northern Ireland and the Republic of Ireland on a part
of the gas market framework that has been aligned for some time and where
alignment is a stated policy intention. UREGNI has been clear in its aims to
base any adjustment to seasonal factors and multipliers on data analysis,
which can only be conducted following the conclusion of the 2020 Gas Year.
For the continued operation of SEM, it would be preferable to continue
alignment on seasonal factors in the interim.

10 March 2021
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Daniel Ward
CRU, Gas Networks Team
By email: gasnetworks@cru.ie
10 March 2021
Gas Transmission Tariff Methodology – Tariff Network Code Article 28 Consultation,
Gas year 2021/22
Dear Daniel
ESB Generation & Trading (ESB GT) welcomes the opportunity to submit this response to the
CRU’s TAR NC Article 28 consultation 2021, incorporating gas transmission tariff multipliers,
seasonal factors and VRF discount.
We have addressed CRU’s specific questions in the Annex; our overall comments in summary
are:


We do not believe that a change to seasonal factors should be implemented at the current
time, certainly not from October 2021



The evidence base and analysis presented are inadequate and do not justify any change



Consistency of approach across the two gas markets that serve SEM generators is crucial
and any further divergence in gas market rules should be avoided



The energy transition is on a long-term trajectory and this review, and any subsequent
changes, should take this into consideration



The VRF tariff level is prohibitive, the application of the TAR NC formula should be revisited

ESB GT would welcome further discussion of any of the points raised in this response.
Yours sincerely
Kirsty Ingham
Regulation Manager
ESB GT

Annex: response to consultation questions
1. Do you agree with the CRU’s proposal to apply alternative 2? Please provide a
rationale for your answer.
ESB GT does not agree with the proposal to implement alternative 2. We have several
concerns about the analysis and reasoning presented in the consultation document, and do
not believe that change is justified at this time.
We welcome the specific attention paid to the power generation sector by the CRU in its
grounds for changing seasonal factors. In ESB GT ‘s view, however, the demand data used
to support the CRU view lacks relevance to the current or future situation. This could result in
the unintended consequence of multiple changes to seasonal factors in the coming years
should a change be made now, which could lead to tariff instability. For example, the recent
five years of gas demand data includes an atypical year and power sector market
characteristics that are not representative:







Covid 19 impacts, depressing and changing the patterns of demand for electricity and gas
The period prior to the introduction of ISEM, which has resulted in changes to the
production patterns and predictability of operations for power stations
Significant levels of dispatchable thermal power other than gas-fired generation on the
system, which has recently ceased or will cease commercial operations within 5 years
(peat, coal)
Growth in wind generation output, which is expected to continue
Lacking solar generation of any scale

The CRU draws the conclusion from analysis of this data that a shift of power sector gas
demand to summer from winter has taken place, reducing winter stress on the gas system. It
also asserts that seasonal factors have not caused the apparent seasonal shift in demand,
instead it is driven by gas-fired power generation covering for drops in renewable electricity
production, in particular wind. ESB GT suggests the possibility that a combination of seasonal
factors and the availability of other dispatchable thermal units may lead to this outcome: it is
clear in Figures 4.4 and 4.5 that there is a drop in power sector and general peak day demand
for gas in February, when the high price of daily gas capacity could, in the historical analysis,
lead to gas plant being displaced by other thermal plant in the merit order. Without alternative
dispatchable sources of power, winter gas demand is likely to rise. Coal-fired generation is
due to cease operations by 2025. It is a concern that a change to seasonal factors on the
evidence base provided is premature, and will lead to instability and even annual adjustments
through the 2020s, which would be highly disruptive to the gas and power markets.
ESB GT also highlights that the winter peak caused by heating demand will continue, even if
not showing a significant increase, as outlined by the CRU. The theoretical 1 in 50 peak day
is caused by coincident demand peaks for domestic heating and power generation. In recent
weeks of high gas consumption on the island, the demand peaks from these sectors have not
coincided, while industrial demand likely remains depressed due to Covid 19. Dark, windless
(Dunkelflaute) winter periods are not uncommon in NW Europe, and may last for several days,
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often in very cold conditions. The need to incentivise lower gas usage in support of the gas
system should not be dismissed entirely.
GNI’s modelling of capacity bookings, and the resulting projected tariff increases, are flawed
in ESB GT’s view. The assumption of perfect foresight and complete optimisation of capacity
bookings by every Shipper (other than Residential/SME) is clearly not realistic. In the results
shown, the Shippers consistently reduce their booking levels, and capacity wastage, leading
to a lower level of capacity sales overall. The 4% increase in Moffat import costs deriving from
alternative 2 is presented without significant caveat or sensitivity analysis. As shown in the
consultation document in Figure 4.2, under the current multiplier regime GNI has the third
highest over-recovery of revenues in the EU. This is due to “unexpected levels of daily
capacity bookings”. Neither GNI nor Shippers can accurately predict their capacity bookings,
even more so in the power sector since the implementation of ISEM. So, while we agree that
changes in booking behaviours cannot be entirely predicted, an error or capacity utilisation
factor should be deployed in the analysis for a sensitivity case at the least.
The CRU has taken GNI’s analysis and derived a residential customer bill impact. We infer
this is solely for a typical gas customer. ESB GT is of the view that where significant changes
to gas tariffing structures are being proposed, whole system impacts should be considered.
The interaction of the gas and power sectors means that the energy consumer may benefit
overall from what may be perceived as negative impacts on one sector or the other. We would
encourage the CRU to consider further analysis of this nature for the options presented.
ESB GT welcomes the provision of some spreadsheet tables accompanying the consultation
document, however, these are insufficiently granular and do not allow the reader to interrogate
the analysis in any sense. We recall that GNI was unable to share its capacity booking
forecast tool and tariff model with Shippers. This would have been preferable to allow
Shippers to run their own sensitivity modelling on a comparable basis.
Finally, should GNI’s impact analysis be used in consideration of the CRU’s proposal, it is
questionable that any change which would lead to an increase in energy prices should be
made at the current time of economic uncertainty.

2. Should this change be implemented for gas year 2021/22? Please provide a rationale
for your answer.
In the view of ESB GT, no change should be applied from October 2021. We would prefer
that no change were implemented until sufficient, stable data is available to form reasoned
signals and conclusions. As stated in our response to the CRU’s 2020 call for evidence, the
energy transition impacts on the energy markets need to be taken into account with this
proposed change; these impacts are hard to predict and further uncertainty will be unhelpful.
Fundamentally, insufficient notice of change would be given to market participants. Existing
commercial arrangements may not be adjustable within the time frame or at all, leaving parties
exposed to tariff changes. Annual charges taking account of the current seasonal factors have
been included in regulatory submissions for the electricity Capacity Remuneration Mechanism
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(CRM). ESB GT respects that the CRU has signposted a minded to position for flattening the
seasonal factors profile in recent years, but without actual figures it is very difficult to
incorporate any changes in calculations, strategies or arrangements. From the perspective of
the CRM, changes to gas charging methodologies should be available prior to auctions (e.g.
January 2022 for the 2023/24 auction).
The CAM NC timetable will mean that tariffs must be published a month ahead of the yearly
annual IP capacity auctions on 5 July. Shippers will have limited time to evaluate and adjust
booking strategies. The current situation of under-recovery of revenues in GB shows the
unanticipated impact that large changes in booking strategies can have on Shippers and
tariffs.
ESB GT notes that the CRU has discussed the proposed change with UREGNI and that both
NRAs have agreed that it is unlikely to lead to significant misalignment within the ISEM. It is
a concern to us that the policy in this area to maintain alignment is being dismissed. UREGNI
has made clear in its 2020 Article 28 consultation document its intention to conduct full
analysis of capacity bookings and flows, focused on the review of products, multipliers and
seasonal factors, once at least an entire Gas Year’s data is available post-expiry of the IP
Entry capacity Initial Entitlements.1 It would be rational, in our opinion, for the CRU to work
with UREGNI and delay any change until the Northern Irish findings can be taken into
consideration. Further progress should be made in alignment in rules for the two ISEM gas
markets, rather than the proposed backward step.

3. Do you have any views on the CRU’s analysis of VRF use? Please provide a
rationale for your answer.
ESB GT believes it is clear that usage of the VRF product has declined due to the high tariff
level.
We are interested to read that the CRU does not consider the impacts on balancing to be of
significance, although the data show a rise in balancing sell actions by GNI since the increase
of the VRF tariff. The decreased size of the balancing actions is shown out of the context of
system demand, which we may have been generally lower during the period examined due to
Covid 19. ESB GT is concerned that high VRF tariffs incentivise Shippers to leave the system
long and take the imbalance penalty rather than seek to balance their positions. This is at the
expense of other Shippers and ultimately the end-consumer.

4. Do you have any proposals (supported by data and analysis) for an alternative VRF
discount (within the context of the Art. 28 consultation scope) that could be
considered as part of next year’s consultation?

1

Consultation on Seasonal Multiplier Factors for Gas Transmission, UREGNI, 21 February 2020, ¶ 3.22.
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In our view, and as stated in previous responses, the application of a commodity tariff to netted
off and, therefore, non-existent physical gas flows, is non-compliant with TAR NC Article 4 3
(a) (i), which requires commodity charges to be cost-reflective of flows.2
We note that the CRU has requested inputs for the TAR NC Article 16 formula for standard
interruptible capacity products several times. The quantification of the A factor has proved
problematic, even when explored from different perspectives and with the input of market
participants. ESB GT’s view is that the formula may itself not be suitable for the setting of the
Moffat VRF tariff and other options should be considered once more with the Shipper
community.

2

“As an exception, subject to the approval of the national regulatory authority, a part of the transmission services
revenue may be recovered only by the following commodity-based transmission tariffs which are set separately from
each other: (a) a flow-based charge, which shall comply with all of the following criteria levied for the purpose of
covering the costs mainly driven by the quantity of the gas flow”
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Gas Networks Team,
Commission for Regulation of Utilities,
The Grain House,
The Exchange,
Belgard Square North,
Dublin 24,
D24 PXW0
10 March 2021
By email: gasnetworks@cru.ie
Re: Response to CRU Consultation CRU/21/14

Dear Gas Networks Team,
IOOA’s members welcome the opportunity to respond to the CRU’s Gas Transmission Tariff
Methodology – Tariff Network Code Article 28 Consultation and our response is detailed below.
1. Do you agree with the CRU’s proposal to apply alternative 2? Please provide a rationale for
your answer.
IOOA’s members understand the rationale proposed by GNI for changing the short term tariffs to
reflect changes to peak capacity profile over a gas year on the GNI network; the proposed change
in short term tariffs to Alternative 2, as outlined by the CRU in its consultation paper, is the proposed
update of the short-term tariffs to reflect this observed change in the profile of peak day capacity
bookings.
IOOA’s members consider that it is appropriate to continue to use the multiplier of 2.79 in the GNI
calculations for short term capacity.
IOOA’s members also agree that the application of Alternative 1 & Alternative 3 are not appropriate
for the GNI network as they do not provide a reasonable incentive for shippers to book short term
capacity which peak day bookings are most likely to occur.
It appears that the new proposed tariffs (Alternative 2) favour shippers that book short term capacity
over those that book annual capacity. The proposed change in short term tariffs to Alternative 2 will
increase the cost to IOOA’s members of shipping gas on the GNI network. So IOOA’s members are
not in favour of changing to Alternative 2 proposed and would favour the existing tariffing
arrangements.
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IOOA’s members also note that with Alternative 2 proposed that the summer time daily tariffs will
increase by circa 600%. While one of the drivers for reducing summer time tariffs in 2012 was related
to gas storage at Inch; another driver was to encourage fuel switching to natural gas from alternative
fuel sources (summer peakers). Why is it proposed to remove this incentive for fuel switching in
summer for summer peakers?; was it not successful in incentivising new gas demand in the summer
months? Will the substantial increase in summer tariffs lead to switching back of these summer
peakers to alternative fuels which will put upward pressure on gas tariffs? In 2012 GNI and the CRU
had the foresight to introduce a summer tariffing regime that would reduce Ireland’s greenhouse gas
emissions by switching summer loads from alternative fuels to natural gas. Switching back runs the
risk of increased greenhouse gas emissions.
2. Should this change be implemented for gas year 2021/22? Please provide a rationale for
your answer.
IOOA’s members preference is to delay the implementation of this proposal due to the increased
cost burden it will place on IOOA’s members businesses.
3. Do you have any views on the CRU’s analysis of VRF use? Please provide a rationale for
your answer.
We note that the CRU are planning not to change the VRF regime and feel constrained by the EU
tariff network code (EUTNC) as to the charging structure. Considering this IOOA’s members have
the following points to make:










IOOA’s members remain of the opinion that Article 4.1 of the EUTNC does not require that
VRF is included as a transmission service and can be treated and charged as a nontransmission charge. Such a treatment would provide the CRU and GNI much more flexibility
when setting an appropriate VRF tariff.
The methodology used continues to provide excessively high prices for VRF – IOOA’s
members note that the high commodity prices are driving the high cost of VRF during the
summer period.
A commercially viable VRF service will boost participation in the Irish gas market enhancing
security of supply and liquidity at the IBP. A viable VRF service reduces risks for market
participants. Reducing risk reduces costs and encourages inward investment. Whereas the
current system helps support those shippers who have the largest market shares.
The current regime is not cost reflective as VRF creates capacity rather than uses it and
reduces overall fuel and compression costs. Other than some IT and administration costs
there are no real costs associated with VRF.
That exit at Moffat into a transmission pipeline attracts a 66.66% weighting of network
transmission costs seems to discriminate against exports using VRF. VRF, a service that
does not “consume” physical exit assets, is paying an exit tariff based upon 66.6% of the
transmission system cost base when compared to those physically using the interconnectors
to import gas are paying a tariff based upon only 33.3% of the cost base. This is further
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exacerbated because VRF in fact saves cost and boosts the use of forward flow on the
interconnector. Export by VRF means additional imports will be required, boosting forward
flow capacity bookings.
The lack of usage shows that the existing product is not [economic / commercially viable] yet
in a rational world it would be priced at a level where it is used thus boosting overall system
revenues. Leading, overall, to lower costs per therm of gas shipped for all shippers.
The failure to provide a cost effective VRF service means;
o Higher costs for end users and enhanced profits for traders (normally the larger
companies) that are able to offer location swaps.
o Discrimination against smaller system users that may struggle to meet the arbitrary
credit requirements of the larger more dominant players that do offer location swaps.
o Discourages new market entrants due to the relatively high cost of the VRF safety
value and the higher associated risk of taking physical gas positions in Ireland.
o In effect Ireland has not, de facto, made available a VRF service due to the extreme
unreasonable cost of accessing VRF
VRF is an important tool in maintaining the link between IBP and NBP pricing to maintain
reasonable and proportionate balancing costs. A viable VRF service encourages shippers to
offer gas for sale at the IBP, by reducing their risks, knowing they can “return” the gas to the
NBP. If liquidity at the IBP is to be increased, then any barriers to that should be kept to a
minimum. Therefore, as long as there is not reasonable two-way access to NBP pricing
through VRF the potential liquidity of the Irish gas market will be unnecessarily constrained.

4. Do you have any proposals (supported by data and analysis) for an alternative VRF
discount (within the context of the Art. 28 consultation scope) that could be considered as
part of next year’s consultation?
IOOA’s members believe the VRF service should be charged for as a non-transmission charge.

Yours sincerely,

Brian McGlinchey
Chairman IOOA Gas Sub-Committee
Cc:

Alan Lynn Chairperson IOOA
IOOA Management Committee
IOOA Gas Sub-Committee
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Commission for Regulation of Utilities (CRU)
The Exchange Building
Belgard Square North
Tallaght
Dublin 24
D24 PXWD
10 March 2021
By Email Only
Re: CRU/21/14 Gas Transmission Tariff Methodology – Tariff Network Code Article 28
Consultation Gas Year 2021-22

Naturgy Limited (“Naturgy”) welcomes the opportunity to provide its views on CRU2114 paper “Gas
Transmission Tariff Methodology – Tariff Network Code Article 28 Consultation 2021/22”. We
appreciate the CRU’s requirement to carry out an annual consultation in accordance with this Article
28 of Regulation (EU) 2017/460 - the tariff network code (“TAR NC”), on i) the level of multipliers; ii) if
applicable, the level of seasonal factors and the calculations set out in Article 15; and iii) the levels of
discounts set out in Articles 9(2) and 16. However, there are a number of key points we would like to
make in relation to the preferred alternative of the CRU.
Scope
It is noted that the scope of the TAR NC applies to all entry points and exit points of gas transmission
networks. However, there are exceptions from its requirements. Article 28 “shall apply only to
interconnection points” and “shall apply to entry points from third countries or exit points to third
countries, or both, where the national regulatory authority takes a decision to apply Regulation (EU)
2017/459 at those points.”
Whilst the evidenced based approach to the paper is welcomed, it is baffling therefore why the CRU
has analysed the impact and concentrated so much on exit points throughout this consultation given
it was not required and prompts the question as to the motivations for doing so. This is clearly not
spelled out in the paper. Industry deserves a better explanation. It may be that such a change to the
seasonal factors helps Gas Networks Ireland (“GNI”) flatten its revenue profile.
Analysis of data and market dynamics
It is evident that GNI have carried out a comprehensive exercise on the historic data, but it based on
perfect foresight and optimal capacity bookings by shippers. It appears that no sensitivity analysis was
carried out on the data in relation to error factors or potential changes in capacity booking behaviour.
A significant change in seasonal factors should be underpinned by evidenced based analysis and this
is lacking in the paper.
Given that the analysis is on recent historic data, there is obviously no certainty that this pattern will
continue into the future. With recent changes in the SEM fuel mix and the impacts of Covid-19 we
believe that the data from 2020/21 be investigated before any changes are implemented.

The CRU notes that it has not identified negative outcomes from the application of the current
multipliers and therefore does not recommend a change in these. However, it is suggesting changes
to the seasonal factors as the proposal would provide for “incremental change” and in addition, that
there is uncertainty around the effectiveness of their incentives as well as “the potential for these
signals to have unintended effects”. These reasons are not good enough to justify such a significant
change and we would challenge that that such changes would improve cost-reflectivity. GNI will be
remunerated in any event and the current regime has resulted in reasonably stable tariffs over several
years.
We disagree with the premise that that a change in seasonal factors will result in the system being
used more efficiently. Peak and trough consumption patterns are expected to continue in line with
recent years and may only change marginally year on year. The expectations from all participants,
including GNI, points to a continued use of gas (including as a transition fuel towards increased
decarbonisation) at or above current levels and this is in an environment of increased renewable
generation. GNI’s 10-year network development plan (“10YNDP”) supports this view.1
In the assessment of the seasonal factors’ criterion, which is the impact on facilitating the economic
and efficient utilisation of the infrastructure, the CRU appears to be pre-empting the future capacity
booking behaviour of participants and their use of the network even though the analysis shows the
network is being used reasonably efficiently. Although, gas is expected to be used somewhat less in
future, the overall pattern suggested by GNI’s 10YNDP would be more in line with the status quo.
Our responses to individual questions follow:
1. Do you agree with the CRU’s proposal to apply alternative 2? Please provide a rationale for your
answer.
The CRU has not put forward strong enough arguments nor has it presented a coherent basis for
what is supposed to be achieved by moving to Alternative 2. Perhaps the CRU wants to make the
seasonal factors more cost-reflective or that it wants to influence capacity booking behaviour and
therefore flatten GNI’s revenue profile.
Applying Alternative 2 would represent a fundamental shift in how the network is viewed - from a
structure that is based on having a network capable of meeting peak day usage to one that is based
on “average peaks”. The multipliers reflect this peak day view and the current seasonal factors
reinforce it. Simply put, if a user wants to use the network during a day when consumption is at its
peak, they should be incentivised to book capacity more efficiently on an annual basis rather than
incurring high daily rates. The current structures support this policy. We believe moving away from
this principle would represent a shift away from cost-reflectivity.
The proposed change results in using a monthly peak flow methodology in relation to seasonal
factors which CRU have previously stated is not a cost reflective approach. The potential outcome
of this change could be increased costs to customers, which we do not believe has been justified.
Alternative 2 results in higher tariffs at both entry and exit points and therefore increased costs for
all sectors. This alone would suggest that the CRU should not be minded to support a change that
1

See figure 6-12: Total annual ROI gas demands - https://www.cru.ie/wp-content/uploads/2021/02/CRU21018-GNI-draftTen-year-Network-Development-Plan-2020.pdf

results in increased charges for end users in the current environment. It goes on further to say that
NDM end users are the ones likely to lose out more, but unfortunately does not demonstrate any
reasoning for the view that other sectors would not see an increase in costs. This approach appears
discriminatory as changes would be inequitably spread across the whole market. We have always
heard the mantra from the CRU that consumer protection would rank higher than most its other
obligations. This is now a time to prove it.
We would argue that the CRU should be looking at the overall impact on the wider energy complex
of the benefits of the current status quo. Although gas storage is not a motivating factor at present,
overall energy costs should be. Less expensive gas capacity during summer months will ensure
electricity costs should be less expensive for consumers also. In addition, implementing these
changes may make power plants in the Republic of Ireland cheaper to run compared to plants in
NI and that this change in approach could be deemed to be anti-competitive.
Fundamentally, we do not believe any change in the multipliers or seasonal factors is warranted at
present. Both are structured to reflect the fact that peak day usage still occurs over 90% of the
time in the period November to March, inclusive. GNI’s own analysis shows that overall
consumption is heavily weighted more to winter months as is seen in the extracted graph below.
The networks should be viewed across their entire portfolio of users and not individual sectors.
The non-annual capacity multipliers should be set at a level that encourages annual capacity
booking, where the end user requires capacity on an annual basis.

We note from Appendix A, section A.3, in relation to the one of the factors that is influencing the
CRU’s thinking i.e. potential decarbonisation of natural gas, that the impact on the RNG entry tariff
has been considered. The paper further notes that given there are no RNG entry points on the
transmission network, changing to Alternative 2 would not affect this industry.
This is simply not the case. Whilst transmission network injections do not take place at present, in
order to inject biomethane into the network at any level, as is the case today with the Cush entry
point, nominations must be made and entry capacity must be booked – otherwise overruns and
scheduling charges arise. This proposed change will directly impact this industry if there was a
change in tariffs.

In conclusion on this point, we do not believe that a change to seasonal factors has been justified
and do not support the proposed implementation of Alternative 2. We believe that the status quo
arrangements should continue to be maintained until further analysis (including that required by
Article 15 of the Regulation) has been completed.

2. Should this change be implemented for gas year 2021/22? Please provide a rationale for your
answer.
Naturgy firmly believes that any proposed tariff change should be not implemented in the
forthcoming gas year (i.e. 2021/2022) at least, which will facilitate additional analysis be carried
out and strategically manage the transition to a new tariff structure for all participants.
A smooth transition will facilitate tariff stability, which should minimise any adverse or any
unintended consequences of sudden tariff changes. In our view, this transition should take place
over a 3-5 year period which should give sufficient time for shipper commitments to be unwound
and for suppliers, in particular to plan for the change. A lesser timeframe would put undue
pressures on the retail market.
We believe that there should be continued alignment of multipliers and seasonal factors between
the Irish and Northern Ireland gas markets. Any proposals to diverge these factors may result in
unintended consequences for SEM and are not to be welcomed. The CRU and UREGNI should have
ongoing discussions on timing in line with the requirements of the Regulation and given where the
respective organisations are with respect to the analysis done to date, we do not believe changes
should take place at least until the analysis and discussions have concluded.

I trust you will find this information useful and should you have queries regarding any of the points
raised in this letter I am readily available to discuss.
Yours sincerely,
___________________________

Bryan Hennessy

Gas Networks Team,
Commission for Regulation of Utilities,
The Exchange,
Belgard Square North,
Tallaght,
Dublin 24.

PrePayPower Response to CRU2114 Gas Transmission Tariff Methodology – Tariff Network Code
Article 28 Consultation
10th March 2021

High Level Response
PrePayPower (PPP) welcome the publication of the consultation paper and we are grateful for the
opportunity to respond and give context from the perspective of a non-vertically integrated residential
electricity and gas supply company.
We broadly support a change away from the status quo, where such change brings about a substantive
change in consumer welfare across both electricity and gas markets. We note that whilst the
consultation paper focuses almost solely on Gas network impacts, it is important from a residential
consumer point of view to consider the broader impacts on the electricity market as well.
At present our analysis would suggest that Daily Gas capacity rates add approximately €30/MWh in
Q1 to the offer of a marginal Mid Merit gas generator. This translates to approximately €11 per
electricity customer across Q1. In contrast, a baseload gas generator using only annual capacity would
see most of that €30/MWh as infra-marginal rent. In an efficient electricity market we would expect
any reduction in daily gas tariffs to be passed onto consumers through lower generator electricity
offers and hence market prices. The cost per customer of the Status Quo and alternate options are
shown below in figure 1.

Figure 1: Extra electricity Cost per customer per month arising from daily gas capacity charges
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It is then important to consider the net change in consumer welfare across both the electricity and
gas markets. We have considered the status quo and the 3 alternate options in the context of any
potential savings for residential electricity consumers.
From our analysis only option 3 results in a meaningful change in electricity costs per customer on an
annual basis, and this requires that the removal of the extra electricity cost arising from gas daily
capacity is passed on fully to consumers. We would consider this an optimistic assumption.
There are marginal savings from Options 1 and 2. However when the extra cost of Annual Residential
gas capacity is added on, option 2 becomes more expensive or at best equal to the Status quo, option
1 is marginally cheaper by between €0.12 and €3, and option 3 is cheaper by between €14 and €16.
However as stated before, this requires the optimistic assumption that the reduction in winter daily
capacity rates will be passed on in full. It may be the case that all options are more expensive than the
status quo if this assumption is not true. The ranges are shown in the tables below.
Scenario

SQ
A1
A2
A3

Annual Extra Cost
arising from Daily
Gas Cap Rates per
Customer €

51.50
47.68
49.99
25.39

Extra cost in
Annual Gas
Tariff CRU
Paper €

0.00
3.70
2.80
11.70

Total maximum
Change relative to
change in Cost per Status Quo €
customer €

51.50
51.38
52.79
37.09

0
0
1
-14

Scenario

SQ
A1
A2
A3

Annual Extra Cost
arising from Daily
Gas Cap Rates per
Customer €

50.85
44.31
48.18
23.60

Extra cost in
Annual Gas
Tariff CRU
Paper €

0.00
3.70
2.80
11.70

Total maximum
Change relative to
change in Cost per Status Quo €
customer €

50.85
48.01
50.98
35.30

0
-3
0
-16

Our position would be that, given that a significant proportion of gas customers are also electricity
customers, that a change in short term gas capacity rates would be welcome so long as it results in an
overall reduction in customer costs across both fuels.
However, we believe that the forthcoming tariff year is too soon to implement or consider such a
change but that a consideration of the matter would be better served by affording it more time for a
fuller consideration for the 22/23 tariff year.
Best Regards,

Colm mac Oireachtaigh
Head of Forward Trading.
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GAS TRANSMISSION TARIFF
METHODOLOGY ARTICLE 28
CONSULTATION GAS YEAR 2122

INTRODUCTION
SSE welcomes the opportunity to comment on the Gas Transmission Tariff Methodology Article 28
Consultation Gas Year 21-22 and the accompanying analysis regarding Alternative 2.
For the avoidance of doubt, this is a non-confidential response.

SSE RESPONSE
We have considered the proposed changes and the proposals for certain factors to remain unchanged. We
are supportive of Virtual Reverse Flow A-Factors remaining as is.
With regards to multipliers, the justification for Alternative 2 is unclear, and that SSE would not see any
value in introducing this change for GY21/22 or GY22/23.
This is for the following reasons:
o
o
o

The methodology used is backward looking – it looks at a system that has periods of
atypical demand (COVID), power market changes (I-SEM) and doesn’t adjust for a clear
trend (increasing renewable penetration and demand side response)
Sending signals to future gas demand is not aligned with the Government’s
decarbonisation policy. What the proposed multipliers do have the potential to do is
provide inappropriate signals to power customers and power generators
The assessment against the criteria excludes changes outside of the seasonal
multipliers, which means that Alternative 3 is not assessed in a holistic sense (i.e. the
option is dismissed on the basis of factors outside this consultation)

We appreciate at the same time that the status quo season factor profile no longer looks suitable for the
current and future gas market. However, we do not agree that Alternative 2 would resolve this. Removing
the “uncertainty surrounding the effectiveness of the incentives that seasonal factors are meant to provide
networks users and considering the potential for these signals to have unintended effects” would be the
correct choice for the long term and is what ACER is currently considering. In our view, Alternative 3, or
properly considering a holistic set of changes for the subsequent gas year would be preferable to the
preferred Alternative 2.
In our view, Alternative 3 much better reflects the principles under TAR NC:
o
o

It strikes a better balance between short-term gas trade and longer-term signals for
efficient investment in the gas transmission system, given the uncertainty around
transmission system use and requirements for flexibility in a decarbonising energy sector
It avoids cross-subsidisation between network users, across both cohorts of gas
consumers and between gas and power consumers. This is better aligned with the
Government’s decarbonisation policy.

In summary, should a change be progressed for 2021-22, our preferred approach would be Alternative 3.
However, we are also supportive of the EAI position that no changes are introduced for this tariff year.

Gas Transmission Tariff Methodology Article 28 Consultation Gas Year 21-22
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