
Consultation on the 
Introduction of a Renewable 
Heat Obligation 

2021

Prepared by the Department of 
the Environment, Climate and Communications 
gov.ie/decc/ 



2 

 

Information on this Consultation 

The purpose of this consultation is to seek views from interested parties on the potential 

introduction of a new Renewable Heat Obligation. This obligation, if introduced, would 

require the suppliers of energy used in the heat sector in Ireland to ensure a certain 

proportion of the energy supplied is renewable. This consultation will inform the decision on 

whether and how such an obligation should be implemented in Ireland in the coming years.  

The Department of the Environment, Climate and Communications (the Department) is 

committed to engaging with stakeholders in a clear, open, and transparent manner. The 

positions set out in this paper are the intended positions only. No decisions have been made 

in relation to the introduction of an obligation or how it would be implemented. The 

consultation responses received will inform these decisions.  

Responding to this consultation 

• Respondents are requested to consider the questions asked in this consultation 

when submitting a response, but it is not necessary to provide responses to all 

questions.  

• Please supplement your response with any relevant supporting information, evidence 

and/or analysis. 

Submitting your response 

• Where possible, responses should be returned electronically via email. Responses 

will also be accepted in hard copy format.  

• Your response and any additional documentation you may be submitting 

electronically must be less than 5 megabytes.  All responses should be clearly 

marked: “Consultation on Renewable Heat Obligation” and sent to: 

RenewableHeat@decc.gov.ie 

• Or posted to: Renewable Heat Obligation, Business Energy & Gas Policy Team, 

Department of the Environment, Climate and Communications, 29-31 Adelaide Road, 

Dublin, D02 X285 

• The public consultation will close at 5pm on Friday 29th October 2021 

Confidentiality and data protection  

The Department intends to publish all responses and supporting documentation received in 

response to this consultation.  

mailto:RenewableHeat@decc.gov.ie
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By responding to the consultation, respondents consent to their name being published online 

with the submission.  The Department will redact personal details such as home addresses 

prior to publication.  

The Department requires respondents to provide certain personal data to provide services 

and carry out the functions of the Department. Your personal data may be exchanged with 

other Government Departments and Agencies in certain circumstances, where lawful. Full 

details can be found in our Data Privacy Notice which is available here or in hard copy on 

request.  

Responses to this consultation are subject to the provisions of the Freedom of Information 

(FOI) Act 2014 and Access to Information on the Environment Regulations 2007-2014. 

Confidential or commercially sensitive information should be clearly identified in your 

submission. However, parties should also note that any or all responses to the consultation 

are subject in their entirety to the provisions of the FOI Acts and are likely to be published on 

the Department’s website.  

1 Policy Context 

Aligning the Renewable Heat Obligation with Ireland’s current climate ambitions such as the 

Programme for Government 2020, the Climate Action Plan and Ireland’s National Energy 

and Climate Plan will better help Ireland achieve its targets. The high-level targets are set 

out below.  

• The Programme for Government 2020 commits to an average 7% per annum 

reduction in overall greenhouse gas emissions from 2021 to 2030 (a 51% reduction 

over the decade) and to achieving net zero emissions by 2050.  

• In July 2021 The Climate Action and Low Carbon Development (Amendment) Act 

was signed into law and places on a statutory basis a 'national climate objective', 

which commits to pursue and achieve no later than 2050, the transition to a climate 

resilient, biodiversity-rich, environmentally-sustainable and climate-neutral economy. 

Ireland is now on a legally binding path to net-Zero emissions no later than 2050, and 

to a 51% reduction in emissions by the end of this decade. The Act provides the 

framework for Ireland to meet its international and EU climate commitments.  

• Ireland’s National Energy and Climate Plan, published in August 2020, sets out that 

Ireland will have at least a 34.1% share of renewable energy by 2030 contributing to 

the overall EU target of achieving 32% renewable energy by 2030. 

https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwiQ862gvdLuAhU7TxUIHWDcDc0QFjABegQIARAC&url=https%3A%2F%2Fassets.gov.ie%2F75286%2Fcbabf22a-e956-401f-9f6f-e7387f92897a.pdf&usg=AOvVaw2eg1BnXGBIqfvixXNuQeTl
https://www.gov.ie/en/publication/7e05d-programme-for-government-our-shared-future/
https://www.gov.ie/en/publication/984d2-climate-action-and-low-carbon-development-amendment-bill-2020/
https://www.gov.ie/en/publication/0015c-irelands-national-energy-climate-plan-2021-2030/
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• In October 2020, the European Commission raised its climate ambition and proposed 

a 55% cut in emissions by 2030. This increased level of ambition would set up the 

European Union on a pathway to climate neutrality by 2050. In July 2021 the 

European Commission proposed a new package of laws ‘Fit for 55’ setting the 

European Union on course to cut greenhouse gas emissions by 55% by 2030 and on 

the way to climate neutrality by 2050.  

Under Article 23 of the Renewable Energy Directive, Ireland must ‘endeavour to increase 

the share of renewable energy in that (heating and cooling) sector by an indicative 1.3 

percentage points as an annual average calculated for the periods 2021 to 2025 and 

2026 to 2030, starting from the share of renewable energy in the heating and cooling 

sector in 2020, expressed in terms of national share of final energy consumption. That 

increase shall be limited to an indicative 1.1 percentage points for Member States 

where waste heat and cold is not used.’  

Ireland did not meet its 2020 target of 16% for renewable energy and performed poorly in 

terms of renewable energy use in the heat sector. Higher levels of renewable energy use 

were realised in the electricity and transport sectors. The progress at the end of 2019 

towards the overall 2020 target and individual sectoral targets is shown below. 

It is notable that these sectors have support schemes that socialise the additional costs of 

the scheme across a wider customer base like the Renewable Energy Feed in Tariff (REFIT) 

and Renewable Electricity Support Scheme (RESS), which are supported through the Public 

Service Obligation paid by every electricity customer, and the Biofuels Obligation Scheme, 

which is a requirement on all users of road transport fuel. 

https://www.consilium.europa.eu/en/policies/fit-for-55/
https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L2001&from=EN


5 

 

 

Figure 1 Progress to 2020 targets at end 2019 (SEAI) 

Ireland currently has 6.3% of its heat sector demand met by renewable fuels, which is the 

lowest percentage of any Member State and well below the European Union average of 

22%. 

 

Figure 2 Eurostat renewable heat performance 

Several policy measures aimed at decarbonising the heat sector have already been 

implemented. Building regulations have been updated to require that a share of the energy 

demand in new buildings comes from renewable sources. The provision of incentives, such 

as SEAI’s residential and community energy efficiency upgrade schemes, support domestic 
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heat users to increase the energy efficiency of Ireland’s housing stock. The Support Scheme 

for Renewable Heat supports the adoption of renewable heat systems by non-domestic heat 

users. 

It is intended that a Renewable Heat Obligation will operate in conjunction with other 

supports, including the Support Scheme for Renewable Heat1, to further increase the level of 

renewables in the heat sector.  

The Support Scheme for Renewable Heat (SSRH) is a Government funded initiative 

designed to increase the energy generated from renewable sources in the heat sector. The 

scheme is open to commercial, industrial, agricultural, district heating, public sector and 

other non-domestic heat users. Renewable energy supported through the SSRH would not 

count towards the new Renewable Heat Obligation. While the SSRH will support renewable 

heat investments in the near-term, it is envisaged that the Renewable Heat Obligation will 

continue to operate over the long-term. 

2 Ireland’s heat sector  

Emissions from the heat sector were responsible for 12.6 Million tonnes of carbon equivalent 

(MT CO2) in 20192. Heat energy accounts for 38% of final energy consumption in Ireland 

with oil, gas and solid fuels still the primary means for heat generation. In energy terms, this 

equates to 55,230 GWh of energy annually (2019 SEAI).  

This energy is used in four key sub-sectors – residential, industry, services and agriculture & 

fisheries. Residential heat demand is the largest consumer of heat energy in Ireland. 

Demand in the residential sub-sector can fluctuate on an annual basis depending on 

average temperatures. As energy efficiency is improved (e.g. through the retrofitting of 

buildings), energy use in this sector is expected to decrease.   

Heat sector GWh Share % 

Residential 25,423 46% 

Industry 19,224 35% 

Services 8,257 15% 

Agriculture & Fisheries  2,314 4% 

 
1 SSRH 

2 SEAI – Energy In Ireland 2020 report 

https://www.seai.ie/publications/Energy-in-Ireland-2020.pdf
https://www.seai.ie/business-and-public-sector/business-grants-and-supports/support-scheme-renewable-heat/
https://www.seai.ie/publications/Energy-in-Ireland-2020.pdf
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Total 55,230  

Table 1 Ireland's heat sector breakdown  

The fuels used to meet this demand in 2019 are set out below.  

Fuel used for heat GWh Share % 

Oil 23,259 42% 

Gas 22,736 41% 

Renewables 3,489 6% 

Coal 2,965 5% 

Peat 2,128 4% 

Wastes (non-renewable) 662 1% 

Table 2 Ireland's heat sector by fuel type 2019 

3 Why a Renewable Heat obligation? 

While some progress is being made in terms of increasing renewable heat in Ireland, more 

needs to be done. The Climate Action Plan sets ambitious targets for heat pumps to heat our 

homes and businesses. In addition, there will be a need to be other renewable sources of 

liquid and gaseous fuels use for heating purposes – in particular to decarbonise high 

temperature heat where electricity may not provide a practical solution.  

An obligation in the heat sector will incentivise the use of renewable heat while spreading the 

obligation across all non-renewable fuel types. This spreads the cost impact over all 

consumers of non-renewable fuels and so does not place the financial burden on one 

particular sub-sector or area.  

The overall objective of a renewable heat obligation would be to:  

• Reduce greenhouse gas emissions in the heat sector though increased use of 

sustainable renewable energy thus contributing to the Programme for Government’s 

target of a 51% reduction in emissions by 2030 and net zero emissions by 2050 

It should be noted that the obligation would have other benefits such as increased security of 

supply due to greater diversification of our energy supply.   
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4 How would the obligation work?  

The Renewable Heat Obligation would, similar to the Biofuels Obligation Scheme in the 

transport sector, place an obligation on the suppliers of fuel that is to be used for heating to 

ensure a certain proportion of that fuel is renewable. 

The obligation will cover suppliers of all fuels supplied in the heat sector (including oil, liquid 

petroleum gas (LPG), natural gas, coal and peat). Many of these suppliers are already 

required to take energy efficiency measures under the Energy Efficiency Obligation Scheme. 

While the Energy Efficiency Obligation Scheme focuses on demand-side measures (e.g. 

reducing consumption), the Renewable Heat Obligation would focus on the supply-side b 

reducing the carbon intensity of energy supplied.  

Electricity supplied for heat will not be subject to the obligation as this energy already 

includes significant levels of renewable energy and is set to increase further in the coming 

years  

A Heat Obligation Rate will be set for each year. The Heat Obligation Rate will be the 

proportion of the non-renewable energy supplied in the heat sector by each Heat Obligated 

Party (i.e. and energy supplier) that must be from renewable sources.   

It will be possible for a Heat Obligated Party who has not supplied a sufficient proportion of 

renewable energy to trade with another supplier who has supplied more that the proportion 

required, which is discussed in further detail below.  

5 What will the level of the obligation be? 

It is expected that the level of obligation (the Heat Obligation Rate) would be introduced as a 

low level and increased over the years ahead. This would allow time for the supply of 

renewable energy to be developed.  

The initial Heat Obligation Rate could be set at 0.5%. Based on 2019 data this would equate 

to circa 260 GWh of renewable energy.  

The Heat Obligation Rate would then be increased over the decade to at least 3%. This 

would equate to at least 1.6 TWh of renewable heat by 2030. Other scenarios with increased 

ambition are also considered below. 

6 Who will be obligated?  

The obligation will be placed on suppliers of energy. To cover the majority of the heat supply 

market with the obligation, it is intended to obligate all suppliers other than those who supply 
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small amount of energy (i.e. less than 400 GWh). This is the same level proposed in the 

updated Energy Efficiency Obligation Scheme.  

7 Will the renewable energy supplied be 

sustainable? 

Only renewable energy that meets the sustainability criteria under the revised Renewable 

Energy Directive (2018/2001/EU)3 will be permitted to be used to meet the obligation. This 

could include biogas/biomethane, bioliquid, biomass and green hydrogen (i.e. hydrogen 

produced from renewable electricity). While imported sustainable fuels will be accepted by 

the scheme (as long as they meet sustainability criteria), it is expected that indigenously 

produced renewable energy will have less challenges meeting the sustainability criteria due 

to lower emissions associated with transportation.   

In order to specifically incentivise the uptake and use of green hydrogen, it is intended that 

where green hydrogen is used to meet the obligation, a multiplier would be applied – e.g. 

each unit of renewable energy supplied via green hydrogen would count as double that of a 

similar unit of other renewable energy. The exact treatment of green hydrogen is further 

considered below.  

8 How much will it cost? 

It is not possible to determine with certainty the exact cost of meeting the obligation.  

Estimates are made of the expected costs and set out below. It is assumed that suppliers 

will source the lowest costs sustainable fuels in order to meet their obligation and spread the 

additional costs across their entire customer base equally based on their consumption.  

It is assumed, for the purposes of the estimates below, that the lowest cost fuel would be the 

production of biomethane and its injection into the grid. It is anticipated that the lower cost 

fuel will be available in the early years of the obligation as the lowest cost generation will be 

first to mobilise i.e. renewable energy generated from sustainable waste sources, as the 

obligation grows it’s likely that more expensive feedstocks i.e. sustainable agricultural 

feedstocks will be needed.    

Based on typical residential heat consumption4 of between 11,000-13,000 kWh a 0.5% 

obligation rate would be estimated to add between €4 and €9 (including VAT) to an annual 

 
3 Renewable Energy Directive (2018/2001/EU) 

4 CRU – Review of typical domestic consumption  

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L2001&from=EN
https://www.cru.ie/wp-content/uploads/2017/07/CER17042-Review-of-Typical-Consumption-Figures-Decision-Paper-1.pdf
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bill in the first year rising to between €24-€54 (including VAT) by 2030 based on an 

obligation of 3% in 2030. This is based on the additional cost of the renewable fuel ranging 

from 8c/kWh to 12c/kWh (excluding VAT).  

Additional 
Cost of 

Renewable 
Fuel (year 1) 

Obligation 
Rate (%) 

2023 

Low heating 
consumption 

(9,000 kWh) 

Average Heating 
Consumption 

(11,000 kWh) 

High Heating 
Consumption 

(13,000 kWh) 

Low cost 
(8c/kWh) 

0.5% €4.10 €4.99 €5.90 

Medium Cost 
(10c/kWh) 

0.5% €5.11 €6.24 €7.38 

High Cost 
(12c/kWh) 

0.5% €6.13 €7.49 €8.85 

Table 3 Estimated cost of 0.5% obligation in the residential sector 

Additional 
Cost of 

Renewable 
Fuel  

Obligation 
Rate (%) 

2030 

Low heating 
consumption 

(9,000 kWh) 

Average Heating 
Consumption 

(11,000 kWh) 

High Heating 
Consumption 

(13,000 kWh) 

Low cost 
(8c/kWh) 

3% €24.52 €29.96 €35.41 

Medium Cost 
(10c/kWh) 

3% €30.65 €37.46 €44.27 

High Cost 
(12c/kWh) 

3% €36.77 €44.95 €53.12 

Table 4 Estimated cost of 2030 minimum level obligation (3%)  

For industrial and commercial heat users the level of energy use varies significantly from 

small businesses to larger industrial users. The estimated additional cost is therefore 

presented in percentage terms below.  

Additional % 
Cost of 

Renewable 
Fuel (year 1) 

Obligation 
Rate (%) 

2023 

<278 MWh 
(Band I1 SEAI) 

<2,778 MWh 
(Band I2 SEAI) 

<27,778 MWh 
(Band I3 SEAI) 

Low cost 
(8c/kWh) 

0.5% Less than 0.75% 
bill increase 

Less than 0.75% 
bill increase 

Less than 0.75% 
bill increase 

Medium Cost 
(10c/kWh) 

0.5% Less than 1% bill 
increase 

Less than 1% bill 
increase 

Less than 1% bill 
increase 

High Cost 
(12c/kWh) 

0.5% Less than 1.5% 
bill increase 

Less than 1.5% 
bill increase 

Less than 1.5% 
bill increase 
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Table 5 Estimated cost increase for selected business consumption bands 0.5% obligation rate 

Additional % 
Cost of 

Renewable 
Fuel (year 1) 

Obligation 
Rate (%) 

2030 

<278 MWh 
(Band I1 SEAI) 

<2,778 MWh 
(Band I2 SEAI) 

<27,778 MWh 
(Band I3 SEAI) 

Low cost 
(8c/kWh) 

3% Less than 3% bill 
increase 

Less than 3% bill 
increase 

Less than 3% bill 
increase 

Medium Cost 
(10c/kWh) 

3% Circa 4.5% bill 
increase 

Circa 4.5% bill 
increase 

Circa 4.5% bill 
increase 

High Cost 
(12c/kWh) 

3% Circa 6% bill 
increase 

Circa 6% bill 
increase 

Circa 6% bill 
increase 

Table 6 Estimated cost increase for selected business consumption bands 3% obligation rate 

9 How will the obligation be enforced? 

An appropriate Government body/agency will administer the obligation which would include 

the monitoring and verification process. Once this consultation is completed and reviewed, a 

decision will be made on the appropriate body to administer the scheme. That body, working 

with the Department, will develop the operating terms and conditions and to ensure the 

obligation complies with all relevant legal requirements such as State Aid. It is expected that 

further consultation would be carried out at that time.  

The administrator would ensure all suppliers at the end of the obligation period have 

supplied enough renewable fuel to meet the obligation for that period. It is intended that a 

small levy would be included in the obligation to cover the costs of this body. 

It’s important that renewable energy supply is given time to develop. It is therefore intended 

that there would be an initial phase while the scheme is established. During the 

establishment phase, the compliance of each Heat Obligated Party (i.e. supplier) would be 

carried out over a multi-year period (e.g. 2023-2025). Following establishment phase, 

compliance would be assessed on an annual basis.   

The following are examples of how the obligation could work for a number of different Heat 

Obligated Parties (i.e. energy suppliers to the heat sector) in period where the Heat 

Obligation Rate is 1%: 

• Supplier A supplies 1,000 GWh of non-renewable energy and 10 GWh of renewable 

energy. The obligation is therefore 1,000 x 1% = 10 GWh which the supplier has met. 

• Supplier B supplies 2,000 GWh of non-renewable energy and 30 GWh of renewable 

energy. The obligation is therefore 2,000 x 1% = 20 GWh which the supplier has met 

with 10 GWh to spare. 
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• Supplier C supplies 1,500 GWh of non-renewable energy and 5 GWh of renewable 

energy. The obligation is therefore 1,500 x 1% = 15 GWh which the supplier is 10 

GWh short of meeting. 

Supplier B may trade the ‘credit’ for the portion of renewable energy in excess of its 

obligation to Supplier C. Alternatively Supplier C would be subject to a penalty.  

The level of renewable energy supplied will be measured based on the point of delivery to 

consumers for most fuels. For instance, if a supplier delivers renewable fuels such as 

biomass or bioliquid to a consumer, this will be considered renewable energy supplied. For 

renewable energy supplied via a network (e.g. renewable gas in the natural gas network), 

the method by which this will be measured is considered in more detail below.  

10  Consultation Questions 

10.1 Background 

Significant action is needed to increase the supply of renewable energy use in the heat 

sector and to contribute to the reduction in emissions in line with Ireland’s climate ambitions. 

To help achieve this, a Renewable Heat Obligation will be introduced in the heat sector.  

Consultation Questions: 

Q1: Do you think that a Renewable Heat Obligation is an appropriate measure to 
introduce?  

Q2: If not, what alternative measures would you consider appropriate to increase the use 
of renewable energy in the heat sector?  

10.2 Market Coverage 

A Renewable Heat Obligation would apply to the supply of all non-renewable fuel types used 

in the heat sector. This includes oil, LPG, natural gas, coal and peat. This would socialise 

the cost of the supply of renewable heating fuels across all consumers of fossil fuels in the 

heat sector. By doing this, the cost of the obligation would be spread across the widest 

possible customer base and would keep costs per consumer as low as possible.   

The decarbonisation of electricity supplied for heating purposes is being funded by 

consumers through a Public Service Obligation payment and would not be included in this 

obligation.  Electricity is already on a pathway to decarbonisation and is expected to be at 

least 70% renewable by 2030.  

It is not proposed that district heating systems using waste heat/renewable heat would be 

subject to the obligation. 
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The portion of fossil fuel input used in Combined Heat and Power (CHP) plants to generate 

heat would be considered to be part of the obligation. The portion of energy input used to 

generate electricity would not be included.    

Consultation Questions: 

Q3: Do you agree that the obligation should apply to all non-renewable fossil fuels used 
for heating as set out above? 

Q4: It is intended that electricity used for heating purposes and renewable/waste district 
heating systems would be exempt from this obligation, do you agree with this approach?  

Q5: Do you agree that the portion of fossil fuel input used in CHP plants to generate heat 
would be considered to be part of the obligation?  

10.3 Obligated Parties and Obligation Threshold 

The suppliers of fuels (including oil, LPG, natural gas, coal, and peat) will be subject to the 

obligation. This will ensure a limited number of parties involved in the implementation and 

administration of the obligation. 

To capture the majority of the heat market, a threshold level of 400 GWh is proposed. Any 

entity supplying 400 GWh or more of energy in the heat sector on an annual basis will be 

subject to the obligation.  

 Consultation Questions: 

Q6: Are energy suppliers the most appropriate bodies to become the obligated parties in 
the heat sector?  

Q7: Is the 400 GWh of energy supplied an appropriate level for a supplier to become 
obligated?  

10.4 Obligation Rate 

It is proposed that the obligation rate will initially be set at 0.5% of total energy sold in the heat 

sector. The obligation rate will be increased to at least 3% by 2030. This level of obligation is 

estimated to increase by approximately 1.6 TWh the amount of renewable energy supplied to 

the heat sector in Ireland. The graph below shows a potential trajectory for the obligation rate.  
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It is envisaged that the obligation rate would never decrease and that the rate would be 

increased over time having provided sufficient notice to the obligated parties.  

Three options for a 2030 obligation rate have been considered. In all cases, it is proposed 

that the obligation rate would start off at a low level to give time for investments to be made 

in the supply of renewable energy. This would then be increased over time. The three levels 

considered are: 

• a minimum obligation level of 0.5% rising to 3% by 2030 

• a medium ambition obligation level of 0.5% rising to 5% by 2030; and 

• a higher ambition level of 0.5% rising to 10% by 2030.  

In all cases, it is intended that the obligation would start in 2023.  
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Consultation Questions: 

Q8: Do you agree with the 2023 start date for the obligation? 

Q9: In terms of the obligation rate, do you agree with the proposed initial level of obligation 
of 0.5%? 

Q10: In terms of ambition for a 2030 target, what level of ambition do you think is 
appropriate? 

3% minimum 

5% medium ambition 

10% higher ambition 

Other? 

10.5 Meeting the Obligation 

Suppliers would be able to meet their obligation by supplying renewable energy or trading 

with other suppliers of renewable energy in the heat sector. For example, a supplier of oil 

might buy ‘credits’ generated by a supplier of renewable gas. This may provide a more cost-

efficient way of meeting a supplier’s obligation.  

Renewable energy used to meet a supplier’s obligation must meet all sustainability criteria 

as set out in the Renewable Energy Directive (including any subsequent updates made to 

this Directive) and must be fully traceable from production to end use.  

To ensure there is sufficient time to develop the supply of renewable energy and associated 

infrastructure, it is proposed that the obligation for the first obligation period will be over three 

years 2023-2025. Compliance will be measured over the full three-year period as a whole. 

No penalties will be issued for noncompliance during 2023 or 2024 but compliance must be 

achieved for the three-year period at the end of 2025.  

Following this initial period, compliance will be measured on an annual basis.  

For periods after the initial period, suppliers may meet up to 10% of their obligation using 

renewable energy provided in the previous period, provided this energy was in excess of 

what was needed to meet the obligation and was not traded with other obligated parties.  

Consultation Questions: 

Q11: Do you agree with the first obligation period being multiple years 2023-2025 to give 
the industry time to develop supply lines?   

Q12: Once the first period 2023-2025 expires, do you agree with the obligation then 
becoming an annual obligation? 

Q13: Do you agree with suppliers being able to trade credits in order to meet their 
obligation? 

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32018L2001&from=EN
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Q14: Do you agree with allowing 10% carry over of renewable credits to be used in the 
following year’s obligation?  

10.6 Sustainability 

Sustainability is a major concern in the supply of all renewable energy including bioenergy. 

All renewable energy supplied under this obligation will need to meet sustainability criteria as 

set out in the Renewable Energy Directive (and any future updates of this Directive). Any 

renewable fuel producer will also need to satisfy any other requirements as set out by the 

EPA, Local Authority or other regulatory body. Renewable energy supplied under this 

obligation scheme must come from sources that are certified5.  

Consultation Questions:  

Q15: What are the sustainable energy sources likely to meet the Renewable Heat 
Obligation at an obligation rate of (i) 3%, (ii) 5%, (iii) 10% by 2030? 

Q16: Will there be enough sustainable indigenous supply to meet this demand?  

10.7 Traceability  

A key component of the obligation scheme will be to trace the end use of the renewable fuel 

to ensure it is used in the heating sector. Due to there being a number of different fuel types 

in the heating sector, there will be a number of different ways for the obligation to be met.  

Where renewable energy is supplied directly to a consumer (i.e. 

biomass/bioliquid/biogas/green hydrogen) this would be deemed the point at which it is 

supplied to the consumer. The relevant consumer would be provided with renewable energy 

which they would benefit from (e.g. not being liable for carbon tax, being able to report on 

the renewable energy used etc.).  

Where renewable energy is supplied indirectly to a consumer (e.g. injected into the natural 

gas grid), there are two options as to how this could be treated. These are as follows: 

• Option A: Renewable energy is traced to the end consumer. For renewable gas, this 

would work similar to other fuels with individual customers being supplied the gas 

(verified by a certification system). This would allow consumers who value the 

‘greenness’ more to pay slightly more and thus reduce the cost for other consumers. 

However, it could lead to some gas consumers funding the obligation but being 

credited with no ‘greenness’.  

 
5 The Renewable Energy Directive contains sustainability and greenhouse gas savings criteria, 
applicable to certain end-uses and market sectors. Where these criteria apply, compliance must be 
verified independently under specific schemes approved by the European Commission. 
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• Option B: Renewable energy is equally proportioned to all of the supplier’s 

consumers. For a supplier of natural gas, the same proportion of renewable gas 

would be deemed to be supplied to its consumers in the heat sector.  

Consultation Questions: 

Q17: Do you agree that for renewable fuel delivered directly to a consumer that this will be 
the point of supply? 

Q18: Which option to you think should be applied for renewable energy that is indirectly 
supplied (e.g. via the natural gas grid)? 

10.8 Estimated Costs for Consumers 

Based on analysis, it is estimated that the cost of sustainable biomethane injected into the 

national gas grid varies from about 8c/kWh (food waste) to 12c/kWh (agriculture feedstocks). 

These costs are used as a baseline to estimate potential costs of supplying consumers. 

This is based on one example of a household consuming 11,000 kWh of heat. As the 

obligation % rises the cost to the consumer rises. This example does not consider any falls 

in future price of sustainable renewable fuels, decreases in demand due to energy efficiency 

measures or the impact of not being charged carbon tax on the portion of renewable fuel.  

The costs shown below are based on a 10c/kWh cost of sustainable renewable fuel.   

 

In terms of expected increased costs for businesses, due to the wide range of levels of 

consumption it is not useful to estimate a single bill. Instead an estimate % increased cost is 

shown below. The costs below are based on 10c/kWh cost of sustainable renewable fuel.  
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Consultation Questions: 

Q19: Do you think the costs set out above are reflective of likely costs?  

Q20: Are these costs reasonable to impose on consumers? 

10.9 Penalties 

When the obligation is introduced, compliance and buy-in from the obligated parties will be 

crucial to ensure that Ireland meets its targets and increases the share of renewable fuels 

and reduces emissions in this difficult to decarbonise sector. Penalties will need to be 

imposed, like those in the Biofuels Obligation Scheme, for non-compliance.  

To ensure compliance, the penalty must be more expensive than the cost of purchasing 

sustainable renewable heating fuel. The intended position would be that if 1 MWh of 

sustainable renewable fuel costs between €80-€120/MWh then the penalty should be 

somewhere between €160-€240/MWh from 2023 to 2030. To ensure ongoing compliance, 

the level of penalty will be reviewed on an ongoing basis.    

If a supplier failed to buy any renewable fuel and needed to meet their entire obligation via 

penalties, the below example (10c kWh and 20c kWh) shows the cost their customers would 

incur.   
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Any monies paid in penalties would be collected by the body chosen to administer the 

obligation and would be used to offset the operational cost of the obligation.  

During the establishment phase (2023-2025) annual penalties would not apply as the 

cumulative obligation can be met in 2025. A cumulative penalty will apply in 2025 for any 

part of the obligation that is not met over the establishment period.  

Further details would be set out in detail in the terms and conditions of the obligation.  

Consultation Questions: 

Q21: Do you agree with the intended position in relation to penalties for non-compliance? 

10.10 Energy Poverty 

Ireland’s Strategy to Combat Energy Poverty, published in 2016, aims to alleviate the burden 

of energy poverty on the most vulnerable in society through actions focused on improving 

the efficiency of homes, supporting lower income households with their energy costs and 

minimising the costs to consumers associated with action on climate change.  

Lower income households at risk of energy poverty are currently supported by Government, 

either through income supports, free energy efficiency upgrades, or both. The Government 

envisages expenditure more than €700 million in 2021 on several measures to support 

households meeting the cost of energy: 

In addition, a review of the implementation of the Strategy to Combat Energy Poverty will be 

completed this year, and this will inform the next steps in tacking energy poverty in Ireland. 

Alleviating energy poverty will also be a key consideration for the National Retrofit 

Framework which will be published this year. 
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Any possible impacts of introducing a renewable heat obligation on households in or at risk 

of energy poverty will need to be (assessed and) addressed in cooperation with the 

Department of Social Protection, the Commission for Regulation of Utilities, and other 

relevant stakeholders.   

Consultation Questions: 

Q22: Do you think the proposed obligation poses a significant risk to increased energy 
poverty?  

Q23: How best could the impacts on energy poverty be minimised? 

10.11 Supporting new green fuels 

As Ireland progresses to a more decarbonised economy, the supply of new renewable / zero 

carbon fuels will be required. The obligation could incentivise the production of new fuels, 

such as green hydrogen. 

This could be done by providing a ‘multiple credit’ for the supply of such renewable energies. 

For instance, if a supplier provided 1 MWh of green hydrogen for use in the heat sector, the 

obligation could recognise this as 2 MWh (via a double credit) or 3 MWh (via a triple credit) 

etc. to make it more competitive with other renewable energies.  

It is intended that green hydrogen produced from additional renewable electricity would be 

given a double credit.  

Consultation Questions: 

Q24: Do you agree with the outlined approach for additional support for green hydrogen?  

Q25: Do you think that offering multiple credits for green hydrogen in the heat sector might 
have unintended consequences for supply in other sectors such as transport? 

 

10.12 General Input 

The Department would welcome other input in relation to the proposal which may not be 

covered by the questions above.  

 


