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CRU Mission Statement
The CRU’s mission is to protect the public interest in Water, Energy and Energy Safety.
The CRU is guided by four strategic priorities that sit alongside the core activities we undertake to
deliver on the public interest. These are:

•

Deliver sustainable low-carbon solutions with well-regulated markets and networks.

•

Ensure compliance and accountability through best regulatory practice.

•

Develop effective communications to support customers and the regulatory process.

•

Foster and maintain a high-performance culture and organisation to achieve our vision.

Executive Summary
The CRU’s fourth gas price control (PC4) will come to an end in September 2022. In advance of
the upcoming fifth price control period (PC5), the CRU is undertaking the PC5 project, which will
set the revenues for Gas Networks Ireland (GNI) from October 2022 – September 2027. The
publication of this Strategy Paper is an important step in the PC5 Project as it highlights the key
challenges and opportunities that GNI is likely to face in PC5. The CRU has identified these having
considered the key trends in the natural gas sector and the available European and national policy.
It is important that the PC5 project accounts for these developments in order to ensure that it
provides the right incentives and revenues to facilitate GNI delivering safe, sustainable and reliable
low-carbon solutions that efficiently meet the gas customers’ needs and Ireland’s energy needs.
In recognition of the changes that may lie ahead, and the flexibility that may be needed by GNI, the
CRU has also identified parts of the regulatory framework that may require change for PC5.
Although the detailed EU and national policy is still to be decided, it is clear that the gas network
will continue to play a vital role in the transition and in time become a significant supplier of
renewable energy to customers. Although the pathway has yet to be defined, the CRU has set out,
in so far as possible at this stage, the approach to the future role of net-zero gas and how GNI can
deliver on it.
The Role of Natural Gas
To date the gas network has played an important role as a transitional fuel in the pathway to a
decarbonised economy as it has the benefits of a reduced carbon footprint when compared to oil,
peat and coal. In addition, the gas network has played a critical role in supporting the resilience and
security of supply of Ireland’s energy system as a whole. This is because gas generation is flexible
and controllable; these characteristics allow it to respond quickly when called upon to support
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intermittent renewable generation. Therefore, security of the gas supply is essential, both for gas
and electricity customers.
Looking forward, as Ireland decarbonises its economy, the CRU considers that natural gas will
continue to play an essential role as a transitional fuel – ensuring security of supply as well as
facilitating decarbonisation. In the first instance, natural gas will continue to play an important role
in meeting increasing electricity demand. The delivery of new, flexible natural gas generation is
essential to enable the retirement of more carbon intensive generators in the coming years. Natural
gas will also continue to play an important role in supporting the roll out of more renewable energy.
Power stations, using natural gas, currently provide important back up generation at times when
renewable generation is low (eg when the wind is not blowing). This will continue and supplement
other measures such as demand side management and storage to meet electricity demand
throughout the day. Given these important roles, PC5 must facilitate the continuation of the gas
network as a key component of a resilient and secure energy system.
While helping to meet electricity demand, the CRU also expects that the gas network will directly
contribute renewable energy supply in Ireland, through increasing levels of biomethane injection in
the shorter-term (PC5) and potentially hydrogen in the longer-term (PC6 and beyond). In terms of
the sectors for the deployment of these gases, it is considered most likely they will be used in
sectors which are difficult to electrify but they may also support renewable electricity generation.
The potential for this decarbonisation of the gas network is recognised at national and European
level. For example, in the European Commission’s hydrogen strategy and specific actions in the
government’s Climate Action Plan to prepare for hydrogen. However, policies are still evolving as
to how best to decarbonise the gas network.
The CRU has also examined the role of natural gas as a transitional fuel in the transport and
heating sectors. With Compressed Natural Gas (CNG), natural gas is assisting in reducing the
transport emissions, particularly heavy goods vehicles, however it is competing with other potential
technological solutions in this area. In the case of the heating sector, natural gas has to date
displaced some more carbon intensive fuels, such as oil. However, looking forward, the Climate
Action Plan has committed to “effectively ban” the installation of gas boilers in new homes from
2025, and it is therefore unlikely that this sector will lead to significant additional natural gas
demand in the future.
Challenges and Opportunities on GNI
In adapting to the changing needs of the gas network and the gas customer, GNI must continue to
focus on delivering value for money while providing a safe reliable service for all gas customers.
Given the present uncertainty over how the gas network will be fully decarbonised, GNI will also
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have to incorporate adaptability and flexibility into its business practices.
It is clear that the energy transition will form a key consideration under PC5. Steps are already
underway to commence the decarbonisation of the gas network and to ensure that the gas network
is supporting the wider decarbonisation of the economy. This is reflected in national and European
policy, where system integration and decarbonisation pathways for the gas network are being
considered but have yet to be finalised. Policy in these areas continues to evolve, and it is
important that GNI is able to adapt safely and efficiently to facilitate the energy transition. This will
be a key challenge for GNI in PC5.
As already highlighted, the natural gas network provides a crucial underpinning for the security of
Ireland’s energy supply. New flexible gas-generation, which will come on stream in the coming
years, will both facilitate an increase in renewable electricity penetration and provide back-up
generation at times of low solar or wind generation. GNI needs to ensure that it can connect this
additional gas-generation in an efficient and safe manner as required, to ensure the continued
resilience and security of the energy system.
As Ireland progresses with the electrification of heating and transport; continued resilience and
security of gas supply, alongside increasing flexibility, will be required, as the gas system provides
cross-sectoral benefits. The diversification of gas supply sources, through new types of gas as well
as new supply routes, would improve the security of supply of Ireland’s energy sector as a whole.
This is because Ireland is likely to become increasingly dependent on imports from the UK (via the
interconnectors) as the Corrib Gas Field declines over the next decade.
GNI will be required to ensure that this need for gas powered generation is met, through the
appropriate operation, development and maintenance of its network. As the energy transition
progresses, GNI will also need to consider how best to accommodate low or zero emission gases
into the existing gas network. In this regard, future decarbonisation options, particularly biomethane
and hydrogen, will provide benefits by decarbonising the gas network and allowing for the
diversification of gas supply. However, GNI will be required to ensure that issues of gas quality and
safety are addressed properly, in the interests of all gas users. It will need to prepare for the
potential importation of hydrogen from the UK across the interconnectors. This will provide
important opportunities and can be considered as a stepping stone to the delivery of renewable
hydrogen in Ireland.
Adapting the Regulatory Framework
The CRU will continue to develop its regulatory framework, so it provides the best outcomes for
customers. For example, it will continue to develop its established regulatory approach to setting
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allowed revenues to reflect efficient costs, considering evidence and insights from a range of
sources and from regulatory precedent. In addition, the CRU has identified some changes that may
be warranted in PC5, which are linked to the specific challenges and opportunities in this price
control. They are:
Output and outcome focused – A greater focus will be placed on the outputs and outcomes
delivered by any investment. This places the focus on the value being delivered for the customer
while providing a degree of flexibility to GNI as to how they achieve the output or outcome.
Incentives –Meeting the changing needs of the gas customer and the energy system and consider
greater links to government decarbonisation policies.
Innovation funding –Ensure that it is aligned with decarbonisation goals and that it provides the
right level of funding while ensuring value for money is delivered.
Uncertainty mechanisms – Consideration will be given to introducing uncertainty mechanisms to
accommodate changes in spend to reflect significant changes in policies over the course of PC5
(for example new national targets for decarbonising the gas network).
Reporting and monitoring – Reporting and monitoring will be reviewed to ensure the best
balance between relevance, detail and accessibility and to deliver greater transparency on
decarbonisation, security of supply and safety activities.
These changes will be considered in a consultation on the regulatory framework to be published in
Q4 of this year. The CRU’s decisions under PC5 will play a key part in delivering a regulatory
framework that enables GNI to deliver for customers during PC5; the CRU will be guided in its
decisions by the matters detailed in this strategy paper.
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Public Impact Statement
Gas Networks Ireland (GNI) owns and operates the gas network in Ireland. GNI charges for the
use of the gas network. To ensure that the charges are fair and reasonable, the CRU approves
how much money (referred to as allowed revenues) GNI can collect from its customers.
The CRU is now starting a project (PC5) to set the allowed revenues from 01 October 2022 to 31
September 2027 (PC5 period). The allowed revenues will be set to deliver value for the customer
and to allow GNI to safely operate, maintain and invest in the network. It is important to get these
allowed revenues right, as the charges make up approximately 30% of a domestic customer’s bills.
To set the allowed revenues at the right level, the CRU is undertaking a detailed review of GNI’s
business plan for the PC5 period. To do this, the CRU reviews detailed submissions from GNI,
which must clearly demonstrate the need and the value being delivered by its proposed activities.
The CRU will consult on the proposed allowed revenues in Q2 2022 and publish a decision in Q3
2022.
As a first step in this review, the CRU has assessed the key challenges and opportunities that GNI
will be facing in delivering a reliable, safe and efficient service to its customers. These are set out in
this paper and include:
❖ adapting to the changing use of the natural gas network while maintaining a safe and
resilient gas network, and;
❖ efficiently and safely facilitating the decarbonisation of the gas network and the economy
generally.
GNI will have to demonstrate that these challenges and opportunities are being met in its PC5
business plan. The paper also sets out potential changes to how allowed revenues are set by the
CRU. These potential changes will be aimed at enabling GNI to focus on and deliver against these
key challenges and opportunities, thereby providing value for the customer. These will be
considered further in a public consultation in Q4 of this year.
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1. Introduction
This Strategy Paper is the first major step in the Price Control 5 (PC5) Project. This project will see
the CRU determine the efficient level of revenue required by Gas Networks Ireland (GNI) for the
next five-year price control period. GNI is the owner and operator of Ireland’s natural gas network;
the CRU sets the amount of money GNI may earn to enable it to operate, maintain and develop the
network for the benefit of customers. The CRU, in this paper, sets out the key challenges and
opportunities that GNI is likely to face in PC5. In identifying these developments, now; it will provide
strategic orientation to the price control project as a whole – a substantial and detailed project.

1.1 Price Control
Every five years, the CRU carries out a Price Control process to decide the allowed revenues
which GNI may recover in order to safely operate, maintain and develop the Irish natural gas
network. These revenues are recovered through network tariffs which feed into customers’ gas
bills. This is the fifth gas network price control undertaken by the CRU, hence the project title ‘Price
Control 5’ or ‘PC5’. It is important to note that the PC5 project will essentially involve two separate
price controls for GNI as:

•

licensed transmission system operator and owner; and

•

licensed distribution system operator and owner.

The price control process aims to ensure that GNI has the resources necessary to deliver a
reliable, safe, and, increasingly, sustainable service to all gas customers. To ensure that customers
receive this service at a fair price, the price control includes a rigorous assessment of GNI’s costs
ensure that it is operating efficiently and that customers are paying a fair price for the gas network.
It is important to get these allowed revenues right, as the charges make up approximately 30% of a
domestic customer’s bills. For reference, in the current Price Control period (PC4: October 2017September 2022), GNI’s allowed revenues for transmission are set at €924 million and its
distribution revenues at €990 million.
The PC5 Project is now getting underway and will see the CRU set GNI’s revenues for the PC5
period, from 01 October 2022 to 30 September 2027.

1.2 Legislative Basis
The Commission for Regulation of Utilities (CRU) is responsible for licensing and regulating the gas
networks companies under the Gas (Interim) Regulation Act, 2002. The CRU is required under
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Section 14 of the Gas (Interim) Regulation, Act 2002 (as amended) to approve charges for both the
transmission and distribution gas systems, including costs directly or indirectly occurred by the
operator in carrying out any necessary works and a reasonable rate of return on the capital
represented by such costs.

1.3 CRU Mission, Vision and Values
The CRU’s mission is to protect the public interest in Water, Energy and Energy Safety1. This is set
out in our Strategic Plan. The Plan also sets out the CRU’s vision which is to ensure:
Figure 1: CRU strategic vision

The CRU has set four Strategic Priorities to ensure we focus on delivering in the public interest.
Our Strategic Priorities are laid out in Figure 2 below.
Figure 2: CRU strategic priorities

1

https://www.cru.ie/wp-content/uploads/2019/03/CRU19030a-CRU-Strategic-Plan-2019-2021-EnglishVersion.pdf
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The PC5 Project is most strongly connected with the CRU’s Strategic Priority of delivering
sustainable, low-carbon solutions with well-regulated markets and networks. During the PC5
Project, the CRU will carry out an in-depth review to determine the revenue allowances and overall
regulatory framework required to enable GNI to deliver a safe gas network, ensure customers
receive a reliable service, and support the decarbonisation of the gas sector. The CRU’s decisions
will also help to ensure security and resilience of the gas supply, which is important not just for the
gas sector, but also the electricity sector where gas plays a large role. Efficiency will be at the core
of the PC5 project, to ensure that the prices customers pay for the gas network are reasonable.
Throughout the PC5 Project, the CRU will be guided by its organisational values, as set out in
Figure 3 below.
Figure 3: CRU values

Openness and accountability will be central to how the project is run. The CRU will ensure effective
stakeholder engagement through this and later publications, including a consultation and decision
paper, which will set out and clearly explain the reasoning behind any decisions the CRU takes.
Consultation and decision documents will be written in a clear and accessible way to maximise
engagement. Within this paper (Section 1.5) the CRU has set out the project timelines so that
stakeholders are aware of their opportunity to make their voice heard before the CRU comes to a
final decision, having considered all views submitted.

10

An Coimisiún um Rialáil Fóntais Commission for Regulation of Utilities

1.4 Purpose of Paper
The publication of this Strategy Paper is an important step in the PC5 Project as it will essentially
provide the basis and set the scene for PC5. It sets out the key challenges and opportunities that
GNI is likely to face in PC5, which the CRU has determined after considering the role of PC5 in the
context of the Irish energy system and European and national policy. It is important that PC5
considers these developments to ensure that it provides the right incentives and revenues to
facilitate GNI delivering safe, sustainable and reliable low-carbon solutions that efficiently meet the
gas customers’ needs and Ireland’s energy needs. In identifying these developments, now; it will
provide strategic orientation to the price control project as a whole – a substantial and detailed
project. As part of that strategic orientation, the CRU also sets out parts of the regulatory
framework that will likely need to be changed for PC5. This will feed into a detailed review of the
regulatory framework to be published in Q4 of this year and can be incorporated into GNI’s
development of its business case for submission to the CRU at the end of 2021. In addition,
sharing these observations early on, provides the CRU an opportunity to inform stakeholders of the
role of the gas network in the wider energy system and how it might be expected to change going
forward, thereby providing greater certainty to network users.
It should be noted that the publication of this Strategy Paper also delivers an output listed in the
Irish Government’s Climate Action Plan (2021 Interim Annex of Actions). The Annex lists the
publication of this Paper as an output under Action 55a: ‘ensure investment in the gas grid is in
keeping with Ireland’s target for net zero emissions by 2050’. Later in this paper we discuss
aspects of the regulatory framework that may need to be reviewed in the PC5 Project to efficiently
facilitate the decarbonisation of the gas network.

1.5 Project Timelines
The timeline for key publications in the PC5 Project is set out in the table below. The publication of
the Consultation Paper in Q2 2022 will offer stakeholders and members of the public the
opportunity to comment on the CRU’s proposals in relation to GNI’s allowances for PC5.
Table 1: Key project milestones

Item
Letter of engagement
(see section 1.7)
Strategy Paper
Consultation Paper on
Regulatory Framework
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Responsibility Form
CRU & GNI
Public exchange of
letters
CRU
Publication
CRU
Publication

Phase
Phase 1 – end Q2 2021
Phase 2 – end Q2 2021
Phase 2 – mid-Q4 2021
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Item
GNI business plan
submission
Consultation paper
Decision paper

Responsibility Form
GNI
Internal submission
to CRU
CRU
Publication
CRU
Publication

Phase
Phase 2 – end Q4 2021
Phase 3 – end Q2 2022
Phase 4 – end Q3 2022

1.6 Structure of this Paper
•

Section 1 provides an introduction to the content and context of this paper.

•

Section 2 outlines the role of the gas network in the Irish energy system and summarises
significant market developments.

•

Section 3 discusses important Irish and EU policy developments related to gas.

•

Section 4 provides the CRU’s key observations for PC5.

•

Section 5 provides an overview of the price control process and discusses the regulatory
framework for PC5.

•

Section 6 provides a summary and highlights the project’s next steps.

1.7 Responding to this paper
As this is an information paper, the CRU is not requesting specific feedback from stakeholders.
However, we would like to hear views on any of the content presented in this paper. Any responses
will be considered by the CRU and may be used to support the PC5 Project, including the
development of the CRU’s Consultation Paper on the Regulatory Framework. These responses will
remain confidential and will not be published on the CRU website.
The CRU would also note that the CRU has written to GNI outlining the key challenges and
objectives of PC5 in an engagement letter for the project. The letter is published alongside this
paper and can be considered as a summarised version of it. The CRU has asked GNI to respond
to that letter and the response will be published.
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Our privacy notice sets out how the CRU protect the privacy rights of individuals and can be found
here2.
Responses can be sent to gasnetworks@cru.ie. Alternatively, responses can be sent to:
Gas Networks Team,
Commission for Regulation of Utilities,
The Exchange,
Belgard Square North,
Tallaght,
Dublin 24.

2

https://www.cru.ie/privacy-statement/
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2. Market Developments
This section discusses the trends and new developments in the operation of the Irish gas market in
recent years, as well as certain aspects of how the market may develop as we move into PC5. In
relation to supply, during PC4 the proportion of gas provided by the Moffat Entry Point in Scotland
has grown as production at the Corrib field off County Mayo has begun to decline. We have also
seen the first steps to decarbonise the gas network taken, with small quantities of biomethane
injected onto the Irish network for the first time in 2020. In relation to demand, the powergeneration sector remains the largest user of gas on the network and gas-fired electricity
generation has been supporting growing levels of renewables, chiefly wind. As a result, natural gas
is expected to continue to have an essential role as a transitional fuel as we move towards a
decarbonised economy. Finally, this section notes that compressed natural gas (CNG) has become
a new source of demand on the network with the aim of it being to reduce emissions in the
transport sector.

2.1 Supply
The Gas Network
Figure 3 below shows the Irish gas network, including the Entry Points to the system. Gas from the
Corrib Field off the coast of Mayo enters the system at the Bellanaboy Entry Point and gas from
Great Britain arrives in Ireland via the two Interconnector Pipelines from the Moffat Interconnection
Point in Scotland. The level of supply from these entry points has continued to change over time
and in 2019 the interconnectors with GB provided 53% of Ireland’s gas. This reliance on the
interconnectors is likely to increase further as supplies from Corrib reduce.
As discussed below, the first biomethane injection point on the Irish network came into operation in
2020.
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Figure 3: GNI System Map (note: this includes both GNI’s Irish and Northern Irish pipelines)

The Evolution of Supply in PC4
A major change in Irish gas supplies occurred at the end of 2015 when first commercial natural gas
flows occurred from the Corrib gas field. This was the first new indigenous gas entry point in Ireland
since the Kinsale gas field began production in 1978. Corrib operated at full capacity for a period
before reaching a production plateau at the beginning of 2018. A steady decline in production has
been observed since then. In addition, the Kinsale gas field off the coast of Cork is in the process
of being decommissioned and no longer provides gas to the network. This has led to a greater
reliance on imported natural gas from a single source, which has returned to providing more than
50% of our gas needs.
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Figure 4: Historic annual indigenous gas production and Great Britain (GB) imports (source: GNI NDP)

The Supply Outlook
This trend of greater import dependence is expected to continue with imports from GB forecasted
to supply 65% of the ROI system demand in 2020/21 and reaching c. 90% of annual ROI system
demand around 2030. From a commercial perspective, the link to the GB market means that
Ireland is expected to continue to be a price taker. From a security of supply perspective, this has
implications. It would see Ireland becoming more and more reliant on a single source of gas, the
Moffat Entry Point in GB. GNI’s completion of the twinning of the interconnector pipelines from
Moffat during PC43 has increased the security of this source of gas. However, the growing
dependence on this supply source will, nonetheless, further expose Ireland to any supply issues
that may arise in the GB market. A diversification of Ireland’s gas supply sources, through new
types of domestically produced gas as well as new supply routes, would mitigate these security of
supply concerns and further secure Ireland’s access to gas. Due to the volumes of gas imported
from GB, these new supply routes and new types of gases, would have to provide gas in
considerable volumes to deliver significant improvements.

3

https://www.gasnetworks.ie/corporate/news/active-news-articles/twinning-ireland-scotlandinterconnector/
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Figure 5: Annual GNI system gas supply forecasts – (source: GNI NDP - best estimate scenario)

Note: Figure 5 includes supply to both the Irish and Northern Irish gas networks
It should be noted that the Department of Environment, Climate and Communications is currently
undertaking a review of the security of energy supply of Ireland’s electricity and natural gas
systems, focusing on the period to 2030 in the context of the 2050 net zero emissions target. The
review will consider how the Government’s increased ambition in renewable energy and the
development of new indigenous clean energy sources, such as hydrogen and biomethane, will
reduce fossil energy use and how this can reduce risk associated with security of supply. It will also
focus on ensuring we avoid the substantial risk of stranded assets, in particular fossil fuel
infrastructure, in the context of the Government commitment to net zero emissions by 2050.
The review will inform whether it would be appropriate, or not, to develop LNG terminals in Ireland
and, if any such terminals were to be developed, whether they should only be designed to provide
a contingency supply in the event of failure of existing natural gas supply infrastructure.
Also relevant in this context is the fact that, on foot of commitments made in the Programme for
Government, the Department of Environment, Climate and Communications is no longer accepting
new applications for exploration licences for natural gas or oil.
Biomethane
During PC4 there was a significant development in the Irish gas market with the introduction of
biomethane. Biogas is a renewable type of gas produced from the decay of organic material;
biogas can be upgraded to biomethane, which can be injected into natural gas network. In
summer 2020 the first quantities of biomethane were injected onto the Irish distribution network,
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at an injection site in Cush, County Kildare. This represented the first steps to decarbonise the
gas network.
The Cush injection project received funding from the PC3 Gas Innovation fund, provided for
under the CRU PC3 decisions. The Innovation Funds are specific allowances in the PC3 and
PC4 decisions to enable GNI to explore new and innovative types of technologies, which may not
otherwise have been commercially viable.
To enable the injection of biomethane onto the gas grid, it was also necessary to make an
amendment to the Code of Operations governing the operation of the natural gas network. A
process was also undertaken to allow for the amendment of GNI’s Safety Case to ensure the
injection took place in a safe manner.

2.2 Demand
The Role of Natural Gas
Understanding the role natural gas plays in Ireland’s energy mix is important, as it helps in
identifying the potential pathways for decarbonising the different sectors of the economy and the
role that natural gas and renewable gases may need to play. As highlighted in the SEAI’s most
recent Energy in Ireland report for 2020, natural gas is the second largest energy source after oil
and makes up nearly one third (31.3%) of Ireland’s primary energy supply.4 However, the role
natural gas plays varies significantly across the economy. Energy use is often split into three
modes: electricity, transport and heat. As highlighted by Figure 6 below, natural gas makes up a
significant share of the heating and electricity supply.

4

Primary energy is the total amount of energy required, including all the energy that is consumed for energy
transformation processes such as electricity generation and oil refining.
18

An Coimisiún um Rialáil Fóntais Commission for Regulation of Utilities

Figure 6: Primary energy by mode and fuel (source: SEAI)

As the CRU’s role is in regulation of the gas network, the following figure focuses on the role of the
gas network in supplying various sectors. It shows the annual gas consumption (on a gas year
basis 01 October - 31 September) per sector. Industrial/commercial demand, c. 29% of total gas
demand, has grown in the last number of years due to sustained economic growth in Ireland,
although there was a slight reduction in this sector over the past year due to the effects of the
COVID-19 pandemic. Residential demand, c. 13% of total gas demand, is quite weather dependent
as it is mostly used in home heating and as such varies over the period.
New connections to the gas network have continued to be made in the residential and
industrial/commercial sectors over the past several years. Between 2015 and 2019, connections to
existing housing stock and to industrial/commercial customers remained broadly consistent (4,0005,000 and c. 600 new connections per year respectively). Connections to new housing grew
substantially from 2015 to 2018, from c. 3,000 to c. 7,000 per year.5 However, this figure fell to c.
6,000 in 2019. Connecting new homes and businesses to the gas network has historically been a
way to reduce emissions from these premises if they previously relied on more carbon intensive
fuels, such as oil.

5

https://www.gasnetworks.ie/corporate/gas-regulation/regulatory-publications/GNI-Systems-PerformanceReport-2019.pdf
19

An Coimisiún um Rialáil Fóntais Commission for Regulation of Utilities

Figure 7: Natural gas demand by sector
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The power sector, accounting for approximately 58% of overall gas demand, is the largest
consumer of natural gas in Ireland and is entirely transmission-connected. Natural gas fired power
stations are not only assisting in meeting greater levels of electrification but also providing back up
generation at times of low solar or wind generation. Figure 8 provides an illustrative example of the
support that gas fired generation provides the electricity sector. It shows that that the output of gas
fired generation plants is generally the inverse of wind, with greater output when wind generation is
low and lower output when wind generation is high. This ramping up and down of gas fired
generation is possible due to its flexible and controllable nature, however it does create operational
challenges for the gas network.
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Figure 8: Relationship between wind and gas in electricity generation (average monthly generation – 15/16 – 19/20)

The Demand Outlook
Looking forward, natural gas is expected to continue to play an important role as a transitional fuel
in the pathway to a decarbonised economy, due to its ability to provide flexible electricity
generation, with the benefits of a reduced carbon footprint when compared to oil, peat and coal.
This is evidenced by the Government’s current National Energy and Climate Plan (NECP) 202120306, which states that “The overall total primary energy demand for natural gas is projected to
grow from 2020 to 2030”. This is because, natural gas demand is expected to grow to provide
some (in addition to more renewable generation) of the generation needed to support increasing
electricity demand. This increasing natural gas demand is a result of some of the measures being
taken under the Government’s Climate Action Plan (CAP) to achieve Ireland’s 2030 emission
reduction targets and also demand centre growth. These measures include:

•

cessation of the more carbon intensive peat and coal electricity generators by 2025, with
natural gas generation expected to make up some of this shortfall;

•

increase in electricity demand to meet target of 950,000 electric vehicles on the road by
2030;

•

increase in electricity demand to help meet target of 600,000 renewable energy heating
sources (e.g. heat pumps) in residential buildings by 2030.

6

https://www.gov.ie/en/publication/0015c-irelands-national-energy-climate-plan-2021-2030/
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This is reflected in GNI’s 2019 Network Development Plan which forecasts growth in total gas
demand across its Low, Best Estimate and High demand scenarios in the forecast period (up to
2027/28). The Best Estimate scenario would see annual gas demand grow by 23% compared with
2018/19, primarily as a result of growth in power generation sector gas demand.
This is also reflected in EirGrid’s Generation Capacity Statement (2020-2029), which predicts that
gas generation capacity on an island of Ireland basis, will increase in the period up to 2029.
However, it should be noted that the link between gas generation capacity and gas demand may
weaken somewhat in the years to come as gas generation moves further towards a role supporting
renewables, rather than serving as baseload generation. The recent results of the 2024/25
generation capacity auction also indicate a strong place for gas over a shorter time horizon. Gas
turbine powered generation made up the majority of generation capacity that was successful in the
auction. On an island of Ireland basis, gas made up c. 4.8 GW of the c. 6.2 GW total successful
(de-rated) capacity. This included c. 3.4GW of gas turbine capacity in the Republic of Ireland.
In terms of the demand outlook in the other sectors, i.e. residential and industrial/commercial, the
CRU does not expect there to be as strong demand growth as in the power sector. New
connections of domestic premises have slowed recently, and this sector is not expected to
contribute significantly to growth in gas demand due to recent heat boiler policy as highlighted in
section 3.2. Demand in the industrial/ commercial sector is generally related to GDP and therefore
longer-term demand forecasts for this area are subject to significant uncertainty. In the longer term,
the end users of the gas network may change due to the decarbonisation of the gas network. For
example, some industries may move to further electrification while others may move to renewable
gas provided through the gas network. Evolving national and European policy will influence this.

CNG in Transport
In Ireland, we have also seen a new form of gas demand from CNG, which can play a role in
reducing emissions in the transport sector. There are now two public compressed natural gas
(CNG) refuelling stations in operation in Ireland, supporting heavy goods vehicles powered by
CNG. These stations were developed by GNI as part of the Causeway Study, which received
funding from the PC3 and PC4 Innovation Funds. A total of 14 CNG stations are due to be delivered
under the Causeway Study, which also includes a vehicle grant fund. The Causeway Study was
initially scheduled for completion at the end of 2020 but has experienced some delays, due in part
to the COVID-19 pandemic. The revised expected end date for the project is Q4 2022. Separately,
23 more stations are planned as part of GNI’s Green Connect Project which is not funded under
the Price Control Process.
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Longer-term demand outlook
Forecasting the evolution of gas demand over the longer-term (i.e. 2030) is more challenging.
Under Action 1 of the Climate Action Plan, the Government has committed to evaluating in detail
the changes required to adopt a more ambitious commitment of net-zero greenhouse gas
emissions by 2050. At an overall level, past 2030, the CRU expects that natural gas will continue
to play an important role as a transitional fuel as the economy moves towards net-zero by 2050.
The CRU expects that the gas network will significantly contribute to renewable energy supply in
Ireland, through increasing levels of biomethane injection in the shorter-term and potentially
hydrogen in the longer-term. The next section discusses some of the policy developments driving
some of the shorter-term changes discussed in this section and also the longer-term ones.
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3. Policy Developments
In Section 2 we discussed market developments and highlighted steps that have already been
taken to not only decarbonise the gas network but also to provide support to other sectors to
decarbonise. These steps included the injection of biomethane on to the gas network, the adoption
of compressed natural gas as a less polluting fuel in the transport sector and the support of gas
fired generation to the electricity grid. These steps are reflected in national policy. Indeed, in recent
years, there have been significant policy developments at Irish and European level which recognise
the potential for the gas network to support the decarbonisation of the energy system. They include
proposals to decarbonise the gas network, through the future adoption of hydrogen and, in the
shorter term, biomethane. These policies are now discussed.

3.1 European Policy
At a European level, the European Green Deal commits to decarbonising the gas sector
including through “enhancing policy supports for the development of decarbonised gases”, “a
forward-looking design for a competitive decarbonised gas market” and “addressing energyrelated methane emissions”.7 To progress decarbonisation of the gas networks, the European
Commission (EC) has published strategy documents on hydrogen and energy system
integration, discussed below. Both strategy documents identify a review of the legislative
framework to facilitate competitive decarbonised gas markets, as an action to facilitate the gas
sector’s contribution to overall energy system decarbonisation. The European Commission is
presently engaged in a public consultation on this legislative review. By the end of 2021, the
European Commission is expected to publish its proposals for changes to the legislative
framework, incorporating revisions to the Gas Directive (2009/73/EU) and Gas Regulation
(715/2009/EU).
The adoption of hydrogen and system integration
The EC’s Hydrogen Strategy 8 sets out the Commission’s vision for renewable hydrogen and
states that this fuel is essential to support the EU’s commitment to reach carbon neutrality by
2050. The Strategy Paper notes that “large-scale deployment of clean hydrogen at a fast pace is
key for the EU to achieve a higher climate ambition, reducing greenhouse gas emissions by
minimum 50% and towards 55% by 2030, in a cost effective way”. The first phase of the vision

7
8

https://ec.europa.eu/info/sites/default/files/european-green-deal-communication_en.pdf
https://ec.europa.eu/energy/sites/ener/files/hydrogen_strategy.pdf

24

An Coimisiún um Rialáil Fóntais Commission for Regulation of Utilities

set out in the Strategy (2020-2024) targets production of up to 1 million tonnes of renewable
hydrogen and the installation of 6GW of electrolyser capacity across the EU. The focus is on
decarbonising hydrogen already used in industrial settings and reviewing market rules to achieve
an open and competitive EU hydrogen market by the end of the second phase (2025- 2030).
Phase Two targets production of 10 million tonnes of renewable hydrogen 40GW of electrolyser
capacity. By the end of this phase, the fuel is foreseen as having a wider role, such as providing
balancing services for electricity and delivering energy storage options. The Third Phase (20302050) foresees the large-scale deployment of hydrogen in all hard-to-decarbonise sectors.
The EC’s System Integration Strategy lays out a range of actions to achieve an integrated EU
Energy System by 2050 which, it notes, will be important to minimise the costs of the energy
transition. Some highly relevant pillars of the strategy are placing energy efficiency first and
achieving a more integrated energy infrastructure incorporating “more physical links between
energy carriers”, such as electricity and gas. The strategy notes that this calls for a new, holistic
approach to infrastructure planning, which integrates energy carriers and arbitrates between
developing new infrastructure or re-purposing existing infrastructure.
The reduction of methane emissions
In October 2020, the EC adopted a methane strategy, seeking to reduce methane emissions in
the energy, agriculture and waste sectors. For the gas network it proposes to put in place
requirements to improve detection and repair of leaks in gas infrastructure. Operational
restrictions on routine flaring and venting practices will also be considered.
Regulatory treatment of new activities
How hydrogen might be regulated is also being actively considered by regulators at a European
level, with consideration being given to the approach to such matters as access to the hydrogen
infrastructure and gas quality standards.
The EU Agency for Cooperation of Energy Regulators (ACER) and the Council of European
Energy Regulators (CEER) have published White Papers laying out recommendations in relation
to the regulation of hydrogen networks and power-to-gas technologies. These were developed
for consideration by the European Commission in its review of gas legislation (referred to earlier).
Power-to-gas technologies use electricity to produce useful gaseous products; this includes the
production of hydrogen from water using electrolysis. The production of hydrogen in this way
offers the possibility to integrate the electricity and gas systems more closely and make use of
excess renewable electricity at times of low electricity demand. In terms of regulating power-togas, the White Paper notes the importance of cost-reflective tariffs across electricity and gas to
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ensure a level playing field for competition in the integrated energy system. The paper also
recommends revisiting the definitions of major activities in EU energy legislation to capture new
activities and treating the operation and ownership of power-to-gas assets as a market-based
activity open to competition. In terms of network planning, the paper suggests that gas and
electricity market operators should consider the development of power-to-gas installations in their
network development planning and provide locational information to potential investors.
The ACER-CEER White Paper on hydrogen networks firstly recommends a gradual approach to
the economic regulation of hydrogen networks in line with market and infrastructure
developments. Where a natural monopoly is deemed to exist and there is a risk of abuse of
market power, these are indications of a possible need for economic regulation. The paper also
recommends that clear principles for the European regulation of hydrogen networks are
established at an early stage to provide certainty to investors. The general principles that have
worked well in the natural gas sector (such as unbundling, third party access and nondiscrimination) will likely also apply to hydrogen networks, but may need to be applied in a
different manner if the market develops differently. The paper further notes that regulatory
authorities may in the future be faced with decisions between repurposing existing natural gas
infrastructure to transport hydrogen or investing in new hydrogen infrastructure. It is
recommended that such decisions would be aided by a revised CBA methodology which
captures the costs and benefits of decommissioning assets. Where assets are repurposed,
regulators should ensure that a separate regulated asset base is established which prevents
cross-subsidisation between hydrogen and natural gas network customers. To avoid customers
paying twice for the same asset, the value of the asset base should be set by its remaining value
at the time of repurposing.

3.2 National Policy
The Climate Action Plan 2019 sets out a range of actions to put Ireland on a path to achieving a
net zero emissions economy. National Policy continues to evolve and a new Climate Action Plan
2021 is being prepared by Government for publication this summer. In advance of the publication
of the new Plan, a set of Interim Climate Actions (2021) has been published, containing a
number of actions which are of importance to the Irish gas network. Action 54 aims to
decarbonise the Natural Gas Grid. It contains five different sub-actions. These sub-actions, set
out in Table 2 below, commit to assessing the potential for energy system integration across the
electricity and gas networks.
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Table 2: Climate Action Plan (2021 Annex of Actions): Action 54

Action 54. Decarbonise the Natural Gas Grid.
Steps Necessary for Delivery
Proposed Output
54a. Assess the potential for
energy system integration
between the electricity and gas
networks including the
production, storage and use of
green hydrogen.
54b. Develop a policy/regulatory
roadmap for green hydrogen
use in the natural gas grid.

54c. Test the feasibility of
technically and safely injecting
green hydrogen blends in the
gas grid.

54d. Develop biomethane grid
injection infrastructure (subject
to suitable policies and
measures being put in place to
support renewable gas
production and use).
54e. Review the indicative
target set for the level of
biomethane in the gas grid by
2030.

Timeline

Lead

Key
Stakeholders
CRU, EirGrid,
GNI, SEAI

Assessment of the
potential for electricity
and gas system
integration published

Q3 2022

DECC

Publish a
policy/regulatory
roadmap for green
hydrogen use in the
natural gas grid
Completed
assessment of the
impacts on network
operation, integrity
and end users'
appliances
Commence operation
of Ireland’s first
Transmission scale
biomethane injection
facility

Q4 2022

DECC

CRU, GNI

Q4 2022

GNI

CRU, DECC

Q4 2022

GNI

Updated target
included in the draft
update of Ireland’s
National Energy &
Climate Plan
submitted to the
European
Commission

Q2 2023

DECC

CRU, GNI

The above actions can be considered as setting out a potential pathway for hydrogen in the
longer term and for facilitating increased levels of biomethane injection in the shorter term. In
relation to an indicative target for biomethane; this is set at 1.6 TWh, as referred to in Ireland’s
2020 National Energy and Climate Plan.
Action 55 of the Interim Actions considers “Regulatory Actions to facilitate decarbonisation of the
Natural Gas Grid”.
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Table 3: Climate Action Plan (2021 Annex of Actions): Action 55

Action 55. Regulatory actions to facilitate decarbonisation of the Natural Gas Grid.
Steps Necessary Proposed Output
Timeline
Lead
Key Stakeholders
for Delivery
55a. Ensure
Strategy paper
Q2 2021
CRU
GNI
investment in the published for GNI’s
gas grid is in
price control (2022keeping with
2027) setting out the
Ireland’s target
approach to the future
for net zero
role of net-zero gas
emissions by
and how GNI can
2050.
deliver on it
55b. Establish an Secondary legislation
Q4 2021
DECC
CRU, GNI
official
establishing GNI’s
certification
renewable gas
scheme for
registration scheme as
renewable gas in the official certification
the gas grid.
scheme for renewable
gas in the gas network
As set out earlier, the publication of this strategy paper is in fulfilment of Action 55a and in doing
such sets out how the CRU will consider the future role of the gas in PC5 and in turn provide the
appropriate regulatory framework for GNI to deliver on the transition towards a carbon-neutral
economy by 2050. Action 55b is also of relevance and relates to the establishment of an official
certification scheme for renewable gas in the gas grid. Such a scheme will assist in the growth of
renewable gases by verifying to customers the environmental claims of such gases.
The potential for gas to assist in decarbonising transport is also referenced in the Interim Climate
Actions. Action 123 commits to the rollout of CNG refuelling infrastructure and also indicates the
that the renewable gas registry may enable renewable gas to be certified for use in the transport
sector.
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Table 4: Climate Action Plan (2021 Annex of Actions): Action 123

Action 123. Rollout planned refuelling infrastructure and administer the renewable gas
registry to support certification requirements for grid-injected renewable gases in the
transport sector.
Steps Necessary Proposed Output
Timeline
Lead
Key Stakeholders
for Delivery
123a.
A network of CNG
Q4 2021
GNI and
Commission
stations, both private and
D/Transport
three
public, across the Transcompressed
European Transport
natural gas
Network in Ireland to
(CNG) stations
serve primarily the Heavy
and further the
Duty Vehicle sector.
progress of the
remaining
stations.
With CNG, natural gas can assist in reducing the environmental impact of transport and we see
that transport policy can lead to changes in the demand for natural gas. There are also other
policy areas that may change the demand for natural gas, including heating and building
standards. For example, the 2019 Climate Action Plan committed to “effectively ban” the
installation of gas boilers in new homes from 2025 through the introduction of new regulatory
standards for home heating systems (Action 60). The Plan also committed to a review to
determine when the replacement of oil and gas boilers in existing homes could commence
(Action 61) and to determining how and when fossil fuel heating systems can be phased out of
public buildings (Action 62).
The Interim Actions document states that shifting buildings from fossil fuel boilers remains a
priority in keeping with the Climate Action Plan 2019, and contains a number of targeted actions
aimed at progressing the uptake of heat pumps. The Interim Actions document also notes that
the development of district heating holds promise in terms of further decarbonising the heat
sector, and contains actions to progress research and policy in this space. The CRU notes that
the further development of policies and initiatives in relation to renewable heat have the potential
to reduce gas demand in the future, particularly on the distribution system.

3.3 UK Hydrogen Developments
With Moffat as our main source of gas and expected to continue to provide the majority of gas to
the Irish network in coming years, it is important to consider policy changes in the UK that may
impact the gas we import. In the UK, hydrogen policy is developing relatively quickly and
timelines for growing the sector over the next five years have been published. The UK
Government’s December 2020 Energy White Paper set out that hydrogen might provide a way to
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decarbonise gas supplies on a much larger scale than biomethane alone, but its feasibility would
need further testing and development.9 Its November 2020 Ten-Point Plan for a Green Industrial
Revolution set the aim of 5GW low carbon hydrogen production capacity by 2030, with
supporting interim milestones to 2025:10

•

2021: Publish Hydrogen Strategy and begin consultation on preferred business models
for hydrogen

•

2022: Finalise hydrogen business models

•

2023: Complete testing for up to 20% blending of hydrogen into the gas distribution grid

•

2023: Begin hydrogen heating trials in a neighbourhood

•

2025: 1GW hydrogen production capacity

•

2025: Begin a large village hydrogen heating trial and set out plans for a pilot hydrogen
town before the end of the decade.

The CRU will continue to monitor hydrogen policy developments in the UK. The CRU understands
that GNI is already in contact with National Grid Gas (UK) in relation to hydrogen research and
considers it sensible for GNI to remain abreast of hydrogen-related developments in the UK as we
move forward.

9

Pages 112 to 113, HM Government (2020a), Energy White Paper: Powering our Net Zero Future, December.

10

Pages 10 to 11, HM Government (2020b), The Ten Point Plan for a Green Industrial Revolution, November.

30

An Coimisiún um Rialáil Fóntais Commission for Regulation of Utilities

4. Challenges and Opportunities for
PC5
From the information set out in the previous sections, it is clear that the role, and use, of the gas
network in Ireland’s energy system continues to evolve in response to changes in supply and
demand, the market, and policy. The gas network must continue to effectively adapt to these
changing needs and be relevant to a net zero emissions economy. This must ensure that the gas
network continues to be operated, maintained and developed in a safe, secure and efficient
manner that provides value for money to the customer. As the system operator and network owner,
GNI has a core role in achieving this.
In PC5, GNI must continue to provide a safe reliable service for all gas customers with a continued
focus on efficient spend. In doing such, they must face the challenges and opportunities that are
emerging in the market. To successfully achieve this, GNI will have to clearly identify the evolving
needs of the network and the customer and in turn the value and the necessity of any investments.
The challenges and opportunities that they will face will include:

❖ Meeting the changing needs of the gas network while maintaining a safe and resilient gas
network underpinning the security of supply of the energy system, and
❖ Efficiently facilitating and participating in the energy transition
These are seen as key challenges and opportunities for PC5 and the continued transition to a net
carbon zero economy.

4.1 Meeting the changing needs of the gas network
while maintaining a safe and resilient gas
network
Sources of gas are changing with a reduction in indigenous production and the emergence of local
grid injection in the form of biomethane injections points. New markets for gas demand are
emerging such as CNG and the gas market is becoming more integrated with the electricity
market. These changes will impact on where gas is coming from and where it is going to. This
impacts on how the gas flows in the network and in turn how the network is operated, maintained
and developed. These developments will also impact on who is seeking to connect to the network
and in turn the number and type of connections that GNI will need to provide. These changes can
provide opportunities, but also complexities in terms of managing the network and ensuring that it
is operated, maintained and developed in a manner that meets the evolving needs in a safe,
secure and efficient way.
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As discussed in Section 2, it is clear that the energy markets are becoming more integrated. It is
important that, in clearly identifying system needs and planning for future investments, GNI
considers this wider landscape. This is of particular importance for the electricity and gas markets
to ensure security of supply. GNI will need to work with the electricity system operator to continue
to identify network needs.
Gas-fired generation is playing an increasingly important role in electricity security of supply, and it
can be said that the natural gas network provides a crucial underpinning for the security of Ireland’s
energy supply. New flexible gas-generation, which will come on stream in the coming years, will
both facilitate high renewable electricity penetration and provide back-up generation at times of low
solar or wind generation. As Ireland progresses with the electrification of heating and transport, the
resilience, flexibility and security of gas supply will provide cross-sectoral benefits across gas,
electricity, transport and buildings. GNI needs to ensure that it can connect this additional gasgeneration in an efficient and safe manner as required, to ensure the continued resilience and
security of the energy system. Further, as the role of gas in electricity generation trends ever more
towards supporting the electricity system on ‘low-renewable’ days, overall gas demand is likely to
be subject to greater variation day to day and even within-day. This may have an impact on the
optimal operations procedures and investment profiles for the network, which GNI should consider
to ensure the network can efficiently adapt to perform this changing role.
In addition, GNI will need to ensure the resilience of its own gas network to meet gas demand and
strengthen the security of Ireland’s energy sector as a whole. They will need to ensure that new
forms of decarbonised gases can be accommodated onto the system in a safe and efficient
manner, which will require a focus on gas quality and the accommodation of new gas supplies
points. For example, domestically produced biomethane, can provide benefits by both
decarbonising gas supply and diversifying supply sources. However, it can have an impact on gas
quality. These impacts were carefully considered with the first injection of biomethane injection on
the distribution system and led to a change in gas quality rules. The impact of injecting biomethane
locally into the distribution system was also carefully considered. This presents a change from the
traditional larger injections points at the edge of the transmission systems (Corrib, Moffat and Inch).
This will impact on the gas flows in the network. GNI will have to adapt to these. This is not the only
example of likely changes in gas flows and GNI will need to consider them in general. For example,
the largest demand changes have traditionally been from Summer to Winter. This reflects the use
of natural gas in heating. With the greater integration of the electricity and gas sectors, the change
in gas demand from gas fired power generators between times of high and low renewable
generation is likely to become more marked.
As greater volumes of renewable gases enter the system this shift to more localised injection points
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is likely to continue. For example, GNI is currently assessing localised injection on the transmission
system to accommodate greater volumes of biomethane. The impact of these new supply points
needs to be carefully managed by GNI to ensure no adverse impact on the gas system.

4.2 Efficiently facilitating the energy transition
From the policy documents mentioned in the previous section, it is clear that there is a long-term
goal to decarbonise the gas sector. How we get there is still evolving. For example, a significant
body of research is developing on the adoption of hydrogen to decarbonise the gas network and
the European Commission is to publish new legislation to underpin its green deal and its
substantive hydrogen strategy. However, we do not yet know the precise role the gas network will
play with respect to hydrogen in Ireland: it is possible that hydrogen will be blended with natural
gas in the network, that dedicated hydrogen pipelines will be used, or that hydrogen will mainly be
deployed in other sectors and not make significant use of the gas network. Aside from hydrogen,
there is still uncertainty in relation to the precise mixture of technologies that will be used to achieve
this goal (e.g., carbon capture and storage, power to gas); the model for rolling out these
technologies (e.g., regulatory framework, if any); timelines and rates of growth; and the demand
sectors in which these technologies will be deployed. However, we do know that as the network
owner and operator, GNI has a critical role to play in helping to deliver on national and EU policy
targets as they are set.
At the moment, biomethane is emerging as the first step for decarbonisation with the potential for
wider scale decarbonisation with the deployment of hydrogen. This is reflected in the Interim
Climate Actions, where there is a focus on preparation for hydrogen in the future while facilitating
biomethane injection onto the grid now. This is also reflected in the activities of GNI in PC4, where
they connected the first biomethane injection point to the distribution network in 2020 and began
preparations for hydrogen. These necessary changes will continue and only gather pace within the
PC5 period.
During PC5 the focus will, likely, remain on preparing for hydrogen and facilitating further
connection of biomethane onto the network. In relation to hydrogen specifically, the CRU expects
expenditure to be related to research; it is not expected that there will be a need for investment to
facilitate sizable volumes during PC5 or until later price controls. This will have to include GNI
preparing for the likely importation of hydrogen from GB via the interconnectors. This will be an
important stepping stone to the production and use of hydrogen in Ireland and will also be
important from a safety perspective. The technical effects of transporting hydrogen blends in the
gas network must be fully considered. In this regard, it is welcome that GNI is already engaged in a
hydrogen testing project at Brownsbarn in Dublin, funded by the PC4 Innovation Fund.
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From a CRU perspective, during PC5 it may also be appropriate for the CRU to begin considering
the appropriate principles for regulating hydrogen in Ireland to ensure we are well-prepared to
efficiently accommodate this fuel later. This work would draw on the analysis done at European
level and would consider the appropriate application of principles such as third-party access and
network operator unbundling.
Due to the ongoing development of new gas technologies and the evolving domestic and European
policy environment in relation to gas, it will be important for GNI to efficiently incorporate
adaptability and flexibility into its business practices during PC5. Being able to respond effectively
to changes in conditions will allow GNI to continue providing value to customers and assist in
achieving any policy targets set. Innovative approaches will also be needed to deliver new
technologies at efficient cost for gas customers. GNI may also need to place a greater emphasis on
the overall outcomes and outputs that their investment programme deliver as a whole rather than
focusing on the delivery of individual projects during the period. This will facilitate GNI to adapt to
changing circumstances quickly as the policy picture and the needs of customers evolve.
As GNI continues to take the first steps on the gas network decarbonisation pathway it will be
essential that its investment and network planning processes are based on a clear needs case.
This is to ensure that value is delivered and to mitigate risks of assets becoming redundant. GNI
should assess the value of new investments being, in so far as possible, compatible with a
variety of decarbonisation pathways and renewable gases, i.e. no regret spend. To further
mitigate against the impacts of uncertainty GNI should be assessing the approaches taken to gas
network decarbonisation elsewhere and collaborating with other network operators to build
knowledge so that it can be in a position to apply the relevant learnings here when appropriate
(e.g. collaboration on innovation). This approach is especially prudent until such a time where the
gas network decarbonisation pathway has become clearer. Where significant new investments in
network infrastructure are proposed, analysis should consider how susceptible cost-recovery of
the asset may be to future changes in demand. As stated in the last section, the CRU also
considers that, as linkages increase between the gas sector and the electricity sector, (potentially
through the production of green hydrogen by electrolysis, for example), there is merit in
encouraging closer cooperation between both sets of system operators when it comes to network
planning. This offers the opportunity to find efficiencies and new opportunities which benefit the
energy system as a whole.
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5. Regulatory Framework for PC5
The CRU conducts price control reviews of the regulated energy networks every five years, with
the aim of ensuring that the respective monopoly owners continue to provide safe, secure and
efficient gas and electricity transmission and distribution services. PC5 is the fifth review for the
gas network – taking place at the 20-year mark of the current regulatory model for the gas
system. Over the course of these years GNI’s role has evolved, as the network first expanded
then was reinforced and developed strategically. This decade presents the next step in the
evolution of the Irish gas system, which will see greater decarbonisation of the gas network and
further integration with the electricity system (as discussed in section 4). GNI will have to respond
to these developments in the energy transition while continuing to provide a safe reliable service
for all gas customers with a continued focus on efficient spend. In light of these challenges and
opportunities, it is important that the CRU reviews its price control regulatory framework to
ensure it continues to effectively and efficiently facilitate GNI’s delivery of an appropriate
investment programme.
The CRU will be conducting a review of the regulatory framework for PC5 and will publish a
detailed paper on the review in Q4 of this year. However, at this stage, the CRU considers it
appropriate to set out key areas that warrant review based on the challenges and opportunities
that GNI are likely to face in PC5 and as set out earlier in this document. This will provide
strategic focus for the review.
Ultimately, these adaptations will better align the price control framework with the challenges
faced by the evolving needs of the network and the gas customer and will complement the
continued emphasis on the following points:
•

Cost, reliability and safety – Emphasis will continue to be placed on efficiency of
expenditure. Any proposed programmes must be justified by a clear needs case and
costings must be shown to be efficient.

•

Regulatory certainty – The framework as whole should continue to be predictable,
with stable network tariffs.

•

A reasonable return – GNI’s allowed cost of capital should set a reasonable return
for the risks it faces..

5.1 Review of Regulatory Framework
The regulatory framework can be thought of in two parts, although they are simplified here and
interlinked in practice, they are essentially:
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•

Core building blocks (e.g., capex & opex), which are centred on determining the
allowed revenue for PC5; and

•

Additional elements (e.g., incentives), which are more focused on the delivery phase
of PC5 (e.g. incentivising certain behaviour during the PC5 period).

In Section 5.2, the CRU introduces the core building blocks of the regulatory framework. Overall,
the CRU considers that the general approach to setting the core building blocks of the regulatory
framework continue to be appropriate. However, the core building blocks of the regulatory
framework may need some adjustment to meet the PC5 challenges and objectives. For example,
the CRU considers that the regulatory framework needs to be more ‘agile’ and will need to place
more emphasis on the results that GNI’s activities need to deliver (their outputs and outcomes)
rather than how they carry out that activity (their “inputs”) to deliver outputs and outcomes. In
Section 5.3, the CRU considers the additional elements of the regulatory framework (i.e. cost and
performance incentives, innovation, uncertainty mechanisms and reporting and monitoring). The
CRU considers that the additional elements of the regulatory framework may require more
significant change. When assessing changes to the additional elements of the regulatory
framework the CRU will consider how these elements interlink with the core building blocks to
ensure that the PC5 regulatory framework functions holistically. The aim is that these changes
further tailor the price control to the specific challenges being faced by GNI and, in doing so,
place the right incentives and requirements to facilitate GNI delivering safe sustainable, lowcarbon solutions that efficiently meet the gas customers’ needs and Ireland’s energy needs.

5.2 Core Building Blocks
At its core, the price control framework is aimed at fulfilling the CRU’s legislative duties of
approving network charges, which include costs directly or indirectly incurred by GNI in carrying
out any necessary works and a reasonable rate of return on the capital represented by such
costs. The CRU uses a revenue cap regulatory regime to determine the appropriate level of
revenue. The CRU will, as in the previous price controls, continue to set revenues ex-ante
(based on forecast costs) and carry out an ex-post (look-back) review of actual costs.
The setting of allowed revenues is underpinned by good data. Naturally, there is a degree of
information asymmetry (i.e., GNI has more information about its costs than the CRU), which
makes setting efficient costs challenging. To overcome this the CRU requires that GNI complete
a detailed business planning questionnaire (BPQ). This provides the CRU information on GNI’s
actual opex and capex spend in PC4 and its forecast spend for PC5. At a high-level, the CRU will
analyse GNI’s current costs to identify what is business-as-usual (BAU) and then examine the
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needs case put forward by GNI for any proposed activities it wishes to undertake in PC5. The
CRU provides more information on the revenue setting process below.
There are a number of key building blocks required to set the ex-ante allowed revenue for the
PC5 period. The core building blocks of the regime are as follows:
Figure 9: Core building blocks of the price control

Allowed Revenue
Capital Costs
Return on Capital
(WACC * RAB)

Return of Captial
(Depreciation)

Operational
Costs
Opex

The allowed revenue is at the top of Figure 9 as it is the key output of the CRU’s price control
decision. The allowed revenue is made up of capital costs and operational costs. Through the
BPQ process GNI submits its investment plan and in doing so states its view of the required
amounts of capital expenditure (capex) and operational expenditure (opex) required to deliver the
necessary investment. At a simple level, capex represents the money that GNI spends on
physical infrastructure/ assets (e.g., replacement or refurbishment existing pipelines and
equipment); while opex represents the money that GNI spends on its day-to-day operations (e.g.,
employee salaries, energy).
The CRU, through its price control decision, will set separate opex and capex allowances for
PC5. In coming to a decision on the appropriate allowances, the CRU will undertake an ex-post
review (i.e., a lookback on the costs incurred in PC4) and then consider these findings as part of
process of coming to a decision on the appropriate ex-ante (i.e., forward-looking) allowances for
PC5.
The PC5 opex allowance will be included in the overall PC5 allowed revenue. However, the
allowed revenue does not directly mirror the PC5 capex allowance. This is because the revenue
associated with capex is “slow”, differing it from the opex revenue, which is “fast” and feeds
directly into GNI’s allowed revenue. Instead GNI’s capital costs for PC5 are made up of a return
on capital (WACC*value of the RAB) and return of capital (depreciation), as highlighted by Figure
9. This reflects the fact that capex results in physical assets (e.g., pipelines), which are added to
the RAB. The return on capital provides GNI a reasonable return on its RAB, while the return of
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capital (the depreciation charge) is spread over time, reflecting the durable nature of the assets
created through capital investment by GNI.
The core building blocks are now discussed in more detail below. In some instances, the CRU
has highlighted potential changes to its approach for PC5 and discussed these; however,
notwithstanding this, the core buildings blocks will continue to provide the backbone of the price
control regulatory framework.
Review of opex
The opex allowance is the result of both rigorous scrutiny of GNI’s proposals and benchmarking.
The CRU applies both a top-down and bottom-up cost assessment and benchmarking approach
to setting opex allowances. These can be summarised at a high-level as follows:
•

Bottom-up assessment: The objective of the bottom-up assessment is to use the
BPQ outturn data to analyse GNI’s spend during the PC4 period. This is done by
establishing an efficient start point (base year) or stable run rate of normalised opex
that represents the core historic ‘business as usual’ opex. The CRU can then adjust
this baseline to account for differences between the two price controls. These
adjustments can account for, inter alia, new items and trends in cost drivers (e.g.,
number of new connections) to inform the efficient allowances for PC5.

•

Top-down assessment: There are two components to the top-down benchmarking
assessment. Firstly, GNI is benchmarked to comparable utility businesses to
determine how expenditure compares to an efficiency benchmark for the relevant
sector. Secondly, the CRU considers the degree of ongoing efficiency improvement
or frontier shift that might be possible for GNI over the regulatory period. It is worth
noting that it is typically more challenging to undertake benchmarking of the
transmission business due to the difficulty of finding similar comparators.
Benchmarking will be used where appropriate, but at least in certain areas of the
transmission opex assessment, the bottom-up approach will be relied upon.

Review of capex
In terms of capex, the focus is on a bottom-up approach. To determine whether to allow GNI’s
capex proposals, the CRU analyses the proposals to determine whether they are appropriate,
fully justified, deliver benefits to the customer and whether the estimated costs are efficient. This
is done by a number of means but includes reviewing GNI’s business plans in detail to ensure
that the planned expenditure is necessary, whether it could be deferred and whether it
represents the best value for the customer. In addition, the CRU will audit a sample of GNI’s
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proposed capital works to assess its investment planning, project investment appraisal, costing
and approval process against good industry practice.
Changes to review of capex and opex
The CRU’s overall approach to reviewing opex and capex from PC4 remains fundamentally
robust, and suitable for providing key challenges to GNI’s cost requests. The CRU will, as with
price controls to date, strive to build on the benchmarking activities completed to date, and will
consider the use of any new sources of data that are appropriate and would strengthen the
benchmarking activity.

The CRU will continue to closely scrutinise opex and capex costs through, as appropriate,
bottom up and top down assessments.
On the basis of regulatory certainty and maintaining regulatory precedent, the CRU does not
consider it appropriate to move fundamentally from separate allowances for capex and opex. For
example, the CRU does not consider it appropriate to move to a totex approach where there is
one allowance that does not distinguish between capex and opex. This may come more relevant
in future years. For now, the CRU may examine whether some features of a totex mechanism
may be appropriate for PC5 as it did in its recent PR5 review (CRU/20/078a).

Although separate opex and capex allowances will be maintained consideration will be given,
similar to recent reviews for electricity, as to whether it is appropriate to incorporate some
feature of a totex mechanism for PC5.

Due to the levels of uncertainty in PC5 and beyond, the regulatory model for PC5 will need to
place more emphasis on the results that GNI’s activities need to deliver (their outputs and
outcomes) rather than how they carry out that activity (their “inputs”) to deliver those outputs and
outcomes. This means, the regulatory framework needs to be agile and allow GNI to adapt to
changing circumstances delivering value to customers more quickly. More generally, customers
would benefit from a regulatory framework that places an increasing emphasis on the outputs
and outcomes being delivered rather than on the inputs being used. As this puts the focus of the
process on what matters for customers, while allowing GNI the flexibility to do this is in the most
cost-effective approach rather than “sticking to the plan”. At the outset of PC4 the CRU updated
its data request template (BPQs) to ensure that GNI’s plans could be assessed in a way that
ensured that there was a greater emphasis on establishing the outcomes and outputs for PC4.
This will allow the CRU to ensure that the PC4 period has delivered value for customers at the
expected costs. For PC5, the CRU wants to build on this and continue to incentivise efficient
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costs, enable necessary investment, and hold the network companies accountable for delivering
what customers need.

When setting opex and capex allowances, the CRU will place a greater emphasis on outputs
and outcomes. This will strengthen the focus on value in what is being delivered by GNI for the
gas customer.

Challenges to the review of CAPEX and OPEX
The CRU has already identified a number of areas that it expects may require specific scrutiny
and consideration within the overall opex and capex cost process described above. Some of
these are described below:
•

Evolving use of the network – GNI will need to carefully consider the evolving use of
the network in its investment proposals. This is to ensure that investments are meeting a
need and to minimise the risk of assets becoming obsolete, so new investments should
be, in so far as possible, made compatible with a variety of decarbonisation pathways
and renewable gases; i.e. no regret spend. The CRU will need to test the need,
efficiency, timing and robustness (e.g. of underlying assumptions) of these investment
projects, both at a transmission and distribution level, and the implications for the mix of
future capex and opex trade-offs. For this, the CRU will need to look very closely at the
investment decision making processes that the company follows, and the controls it puts
in place to ensure only efficient capital expenditure, with a strong justified need, is
incurred and allowed to enter the RAB.

•

Restructuring – CRU must consider the separation of Irish Water from the Ervia group
and the integration of Ervia into GNI. Currently Ervia provides important services to GNI.
The cost of providing those services is closely reviewed in setting the ex-ante CAPEX
and OPEX. This close scrutiny of costs will continue and any cost of integrating Ervia into
GNI will need to be clearly demonstrated to deliver value to the gas customer. Only
necessary and efficient costs will be allowed. To assist the review process of any
integration costs, the BPQ process will seek to demonstrate the link between historic cost
allocation from Ervia to GNI and GNI’s forecasts for PC5.

•

Smart Metering – Although smart metering was considered in previous gas reviews, it
was not a core part of GNI’s capex or opex plans. In Ireland to date, the roll out of smart
meters has involved smart electricity meters only. As smart gas meters are expected to
be rolled out during the PC5 period, GNI will be required to invest in supporting
capabilities and infrastructure over the PC5 control period and will require an appropriate
allowance. The costs involved would depend on the extent to which the rollout of smart
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meters in electricity and gas is coordinated – offering scope for efficiency gains. The CRU
has experience exploring very similar issues from the recent PR5 project in its
assessment of smart electricity meters.
Return on capital
Determining the Appropriate Cost of Capital (WACC): The CRU sets a rate of return that the
regulated network companies can earn on the efficiently incurred capital investments in its
regulated asset base. This return is known as the Weighted Average Cost of Capital (WACC).
The WACC is a weighted average of the estimates of the cost of debt and the cost of equity.
Developing those estimates is difficult for two reasons; firstly, because there may not be directly
relevant market data (in many situations, the actual cost of debt or cost of raising equity cannot
be directly observed), and secondly, because the future is uncertain. It is the CRU’s role to set a
WACC that gives a fair deal to customers and the company, recognising the risks that each face.
If the CRU sets a rate of return that is too high, customers end up paying too much. If the CRU
sets it too low, utilities cannot raise the finance to deliver the necessary level of network
investment, which can result in a reduced quality of service for customers. Therefore, the aim is
to produce the best possible estimate for an efficient company’s WACC for the next regulatory
period. This will result in good value for customers and a reasonable return for the utility. In order
to judge a best estimate for the coming five years, the CRU considers the regulatory precedent,
best practice and evidence and insights from a range of sources. For more information on the
CRU’s recent approach to the cost of capital, see the Price Review 5 for electricity networks and
the CRU’s information paper on the cost of capital (CRU/20/029).
Valuing the RAB
On the basis of regulatory certainty and maintaining regulatory precedent the CRU will maintain
the approach of valuing the RAB under the depreciated historic cost approach for PC5. Under
this approach the assets are valued at what it would cost to replace existing assets by adjusting
the acquisition cost of the assets for inflation. However, consideration will have to be given to
whether emerging activities should be included in the RAB.
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Emerging activities and their interaction with the RAB.
With the introduction and expansion of some new technologies, come new network-related
activities, such as the potential ownership and operation of biomethane injection facilities
and potentially, power-to-gas facilities. Currently GNI is involved in the operation of the
Cush biomethane injection facility in County Kildare and owns compression assets at
Ireland’s two public CNG stations. For activities such as these, which are outside GNI’s
ordinary range of activities, it may be worthwhile to give consideration to the optimal role
GNI can play and whether the activities can become contestable, permitting other parties to
become involved. Also, the CRU needs to consider how to treat assets associated with
these activities, for example, whether they should be added to the RAB or not.

Return of capital
Depreciation
The asset lives applied to assets within the RAB feed through into the level of depreciation that
the businesses receive on those assets within each control period (or indeed year). Generally,
the asset lives in the RAB (i.e., their economic life) are set to match their technical life, so that the
customers that use the asset pay for it, reflecting the principle of cost reflective pricing. The CRU
also plans to continue to employ straight line depreciation. However, as highlighted in the
information box below, the CRU considers it important that GNI consider the relationship
between the value of the RAB and the potential for the changing role of the gas network and how
this may affect cost-recovery in the long-term.
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Depreciation and changes to the use of the gas network. The use of a revenue cap to set
allowed revenues means that the regulated company is not exposed directly to the impact of
demand uncertainty, known as demand risk. Under the revenue cap approach, as volumes
rise/fall, the regulated companies are allowed to recover lower/ higher amounts of revenue per
unit to match their allowed revenue amount. This lower risk can benefit the customer as it
reduces the risk faced by the regulated companies resulting in a lower cost of capital.
Although not a substantive issue in the shorter-medium term, there will soon be a requirement
to consider the implications of the changing use of the gas network in the future and how this
will affect demand. As we move towards a decarbonised economy by 2050, the use of the gas
network will change. For example, the use of natural gas is expected to fall as it is displaced
by renewable gases. In addition, the type of customer using the gas network is likely to
change, with some customers seeking to electrify their demand (for example through the
adoption of heat pumps) and others seeking to gain access to renewable gas. How this will
evolve is difficult to predict and will be influenced by national and European policies. However,
it is important that these changes are considered in investment decisions by GNI, as
ultimately it is the gas customer who pays for them. Without this, the wrong types of
investments may be made. This could ultimately impact on the economic life of the assets and
potentially lead to the stranding of assets where the regulated companies, as owners of those
assets, can no longer recover their efficient investment costs, due to, for example, lack of use.
This is not in the interest of GNI or gas customers.

5.3 Additional elements
The core building blocks focus on setting the overall allowed revenue. The price control has also
included a range of additional elements, which have to date further strengthened its focus on
delivery and funded non-business as usual activities. These additional elements range from
funds for research, development and demonstration to customer performance incentives. The
CRU has reviewed these additional elements in light of the challenges and opportunities during
PC5. Four areas have been identified where changes are likely necessary:
•

Cost and performance incentives;

•

Innovation funding;

•

Uncertainty mechanisms; and

•

Reporting and performance.

These are discussed in turn below.
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1. Cost and performance incentives
Performance incentives reward or penalise GNI against a certain level of performance. In PC4,
the CRU incorporated a number of customer performance incentives into the regulatory regime.
These were designed to financially reward GNI for improving its performance and providing
better outcomes for customers. In addition, cost incentives are in place in relation to efficient
savings made in opex and capex.
The CRU considers that appropriate incentives should continue to form part of the regulatory
framework in PC5, so as to drive continual improvements in GNI’s cost and performance across
its business. However, it may be appropriate to set some incentives against future Government
policy targets, for example in relation to decarbonisation. This would further incentivise GNI to
help enable these targets being met in an efficient and timely way. In addition, within the CRU’s
discussion of challenges and opportunities for PC5 (section 4) the CRU noted, amongst other
things, the growing importance of system integration and the ability to identify and respond to the
evolving needs of customers. As such, the CRU will examine the appropriateness of incentives in
these and other areas.

Incentives will continue to apply to ensure the correct focus on delivery. Consideration will be
given to introducing incentives linked to government policy, in particular those relating to the
energy transition.

2. Innovation
In terms of GNI’s own operations, it will be necessary for GNI to incorporate more adaptability
and flexibility into its business-as-usual operations during PC5 so it can swiftly and efficiently
react to change. Innovative approaches will also be needed to deliver new technologies at
efficient cost for gas customers.
Currently, the CRU provides a separate allowance for innovation funding. The CRU considers
that innovation should become a more integral part of GNI’s ordinary operations, rather than an
activity enabled by specific allowances only. That being said, there will likely still be a role for
dedicated innovation funding for higher risk expenditure which has the potential to provide
significant benefits to the network and to customers.
When it comes to research and testing to prepare the network for renewable gases, the initial
focus should be on areas where expenditure is unavoidable. For instance, the expected injection
of hydrogen into the gas network in the United Kingdom will mean that analysis must be carried
out in Ireland during PC5 to ensure that our gas network is capable of accommodating certain
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new blends of gas. Where the type of research or investment required is dependent on future
policy in relation to pathway for decarbonising the gas network, it may be preferable to defer the
work until Government policy is more developed. This should not prevent expenditure to prepare
the network for the future, but a balance must be struck between this and the need to ensure gas
customers’ money is spent prudently and not on speculative projects based on a vision which
may not materialise.
In general terms, the CRU recognises that not all innovation work will lead to benefits being
brought to business-as-usual activities (for example, a research project may show that something
is not possible). However, it is important that innovation work is structured in a way that strikes
the right balance between risk and reward and allows any benefits to be incorporated effectively
and efficiently into business-as-usual activities.

The CRU will review the current objectives and structure of the innovation fund to ensure that
they continue to deliver value for the customer by striking the correct value between risk and
reward.

3. Uncertainty mechanisms
The PC5 regime needs to be adaptable in order to recognise the ongoing development of new
gas technologies and the evolving domestic and European policy environment in relation to gas.
In terms of revenue allowances, uncertainty mechanisms may be needed for activities, the need
for which are not certain when the PC5 revenue decision is published (circa August 2022). On a
very basic level, the government may make later decisions that require GNI to do more or less.
An uncertainty mechanism could release additional funds or reduce funding in response to
market or policy developments during the price control period, which require action by GNI. This
could reduce the financial risk to customers that would come with allowing expenditure which
may not prove necessary, while also ensuring GNI is not left without the resources required to
play its part in achieving new government targets or adapting to changes in market conditions.

In recognising the continued evolution of energy policies supporting the energy transition, the
CRU will consider the introduction of uncertainty mechanisms to set out a predetermined
process to adjust revenues for new policies that may be implemented during PC5.
4. Reporting and monitoring
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Monitoring and reporting give visibility to what GNI is delivering and improves accountability.
Incentive mechanisms go a step further by attaching additional financial rewards or penalties to
specific reported measures of performance. Data generated through reporting and incentives
help to inform the more detailed cost assessments and forecasts involved in future price controls,
and ongoing regulatory scrutiny. They are, therefore, important instruments through which the
CRU seeks to protect the interests of customers.
In deciding on the right reporting framework, an important consideration is the balance between
the volume of data and the accessibility of the information that the data provides. The CRU and
stakeholders must have sufficiently detailed information to make informed decisions on relatively
complex issues and must ensure that information on the areas that matter most to stakeholders
is readily available and accessible to a wide audience. With PC5 the CRU will aim to build upon
the reporting framework established for PC4 (e.g., innovation reports) and aim to achieve that
balance through differentiating between reporting intended to inform a wide audience (e.g.,
customer performance reports), technical information intended for industry participants (e.g.,
systems performance reports), reporting that may input into the annual review process by the
CRU if required (e.g., relating to uncertainty mechanisms). In light of the clear importance of
decarbonisation, the CRU will also consider how best to provide greater transparency on these
efforts by GNI. This will have to carefully consider the wider cross-sectoral benefits that gas may
bring to sectors such as transport and the electricity system. GNI’s activities in relation to security
of supply and safety are also areas where the CRU will consider increasing transparency.

The CRU will review the reporting and monitoring requirements on GNI to ensure that they are
fit for purpose, and that information is easily accessible and easy to understand. The CRU will
also consider incorporating a greater focus on demonstrating decarbonisation, security of
supply and safety activities, into the reporting and monitoring requirements
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6. Summary
Every five years, the CRU carries out a Price Control process to ensure that GNI has the efficient
resources to enable it to operate, maintain and develop the network for the benefit of customers.
With the PC5 project, the CRU will carry out an in-depth review to determine the revenue
allowances and overall regulatory framework, which are required to enable GNI to deliver a safe
gas network, ensure customers receive reliable service, and facilitate Government policy in relation
to the decarbonisation of the gas sector. Efficiency will be at the core of the PC5 project, to ensure
that the prices customers pay for the gas network are reasonable. The CRU’s decisions will also
help to ensure security and resilience of the gas supply, which is important not just for the gas
sector, but also the electricity sector where gas plays a large role. The role of natural gas fired
power stations in meeting electricity demand is becoming more important. Gas fired power stations
will be needed to meet increasing electricity demand and to ensure electricity demand is met in
times of low output from renewable generators.
The publication of this Strategy Paper is an important step in the PC5 project as it essentially
provides the basis and sets the scene for the price control. In addition, by publishing this paper the
CRU has delivered an output listed in the Irish Government’s Climate Action Plan (Updated 2021
Annex). Sharing these observations early on, provides the CRU an opportunity to inform
stakeholders of the role of the gas network in the wider energy system and how it might be
expected to change going forward, thereby providing greater certainty to network users.
Within this paper the CRU has discussed the trends and new developments in the operation of the
Irish gas market in recent years, as well as certain aspects of how the market may develop as we
move into PC5. In addition, the CRU has highlighted significant policy developments at an Irish and
European level which recognise the potential for the gas network to support the decarbonisation of
the energy system. They include proposals to decarbonise the gas network, through the future
adoption of hydrogen and, in the shorter term, biomethane.
From an examination of the market and policy the CRU has identified a clear need for there to be a
continued evolution in the role and use of the gas network in Ireland’s in Ireland’s wider energy
system. PC5 will see greater decarbonisation of the gas network and further integration with the
electricity system. Natural gas is expected to continue to play an important role as a transitional fuel
in the pathway to a decarbonised economy, due to its ability to provide flexible electricity
generation, with the benefits of a reduced carbon footprint when compared to oil, peat and coal.
The opportunity to further decarbonise the gas network at scale through the potential adoption of
hydrogen is also recognised. The importance of preparing for this is called out, including preparing
for the importation of hydrogen from GB.
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It will be necessary for GNI to effectively adapt to these developments to ensure it can continue to
operate and deliver a network that meets the needs of customers and also to allow it to meet the
key challenges of:
•

adapting to the changing use of the natural gas network while maintaining a safe and
resilient gas network; and

•

efficiently and safely facilitating the energy transition.

In this context, it is also important that the CRU reviews its price control regulatory framework to
ensure it continues to effectively and efficiently facilitate GNI’s delivery of an appropriate
investment programme, thereby ensuring the best outcomes for customers. At this point the CRU
considers that the general approach to setting the core building blocks (e.g., capex, opex, WACC)
of the regulatory framework continues to be appropriate. However, the core building blocks of the
regulatory framework may need some adjustment to meet the PC5 challenges and objectives. For
example, the CRU considers that the regulatory framework needs to be more agile in the face of
changing requirements and will need to place more emphasis on outcomes and outputs. However,
the CRU considers that the additional elements of the regulatory framework (i.e., cost and
performance incentives, innovation funding, uncertainty mechanisms and reporting and monitoring)
may require more significant change. When assessing changes to the additional elements of the
regulatory framework, the CRU will consider how these elements interlink with the core building
blocks to ensure that the PC5 regulatory framework functions coherently as a whole.

6.1 Next steps
As this is an information paper the CRU is not requesting specific feedback from stakeholders.
However, we would like to hear views on any of the content presented in this paper. Any responses
will be considered by the CRU and may be used to support the approach to future work in this
area. These responses will remain confidential and will not be published on the CRU website. For
further information on how to respond please see Section 1.7.
The contents of this paper will be used to guide the remainder of the price control work by the CRU
and GNI. This will include a review of the regulatory framework, which will further consider the
potential changes to the regulatory framework outlined in this paper. The CRU will also publish a
consultation paper in Q2 2022, which will offer stakeholders and members of the public the
opportunity to comment on the CRU’s proposals in relation to GNI’s revenue allowances for PC5. A
final decision will be published in Q3 2022.
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Table 5: Key project milestones

Item
Consultation Paper on Regulatory
Framework
Consultation paper
Decision paper
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Responsibility Form
CRU
Publication

Phase
Q4 2021

CRU
CRU

Q2 2022
Q3 2022

Publication
Publication

