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Electricity Market Design – Preliminary Response 

from Ireland (IE) 

Ireland is part of the cross-jurisdictional Single Electricity Market of Ireland and Northern 

Ireland which operates a small, shared, island power system that is reliant on the availability 

of a very high proportion of intermittent variable renewable electricity, limited interconnection, 

and impacted significantly and routinely by cross-border considerations. These factors 

distinguish the Irish electricity system from other Member States (MS) that are part of the 

vast continental synchronous system. Such unalterable physical characteristics impact how 

the system operates physically and how market participants consider investment decisions. 

These factors inform our views on the most appropriate market design for Ireland. 

Ireland welcomes the consultation and the priority placed by the European Commission and 

Member States on improving the efficiency of the electricity market and optimising the 

market to ensure best value for consumers who have been materially impacted by recent 

price shocks. Delivering the benefit of renewable electricity to consumers should be a 

guiding principle in all measures considered by the Commission at this time.  

Ireland’s priority is achieving a secure transition to our 2030 objective of integrating 80% 

renewables into our power system. Ireland fully supports the Commission’s ambition to 

utilise the market to accelerate renewables deployment – we view this as a critical enabler to 

almost doubling the volume of renewable electricity in Ireland from 40% today to 80% in the 

next seven years. Ireland agrees that utilising long-term instruments to incentivise 

renewables, embedding investor certainty and integrating technologies that enable flexibility 

through a competitive electricity market will be critical to achieving this transformation.  

Ireland is pioneering the integration of large volumes of intermittent variable renewables with 

low variable costs into the power system and is instructive for decarbonising economies all 

over the world. It shows the great potential Europe has to lead this agenda. However, it also 

highlights the importance of market signals and incentives that enable  investment in 

modern, low-emitting, renewable-gas ready conventional generation and other enabling 

technologies.  

In Ireland’s view the Capacity Remuneration Mechanism (CRM) is essential to operating 

an 80% renewable power system. Other European countries are likely to soon face similar 

experiences and Ireland believes all efforts should be made to streamline and reduce or 

remove barriers to efficient capacity mechanisms. This is critical to energy security and to 

maintaining public confidence in the decarbonisation agenda. 
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Ireland sees the enormous benefit from common, cross-border market rules when supported 

by Member State flexibility in design and application. 

As the green transition develops, it may be necessary to consider more significant market 

reform within Europe. Ireland is particularly aware of the importance of ensuring effective 

cross-border trading arrangements given Ireland’s interconnection to the UK and anticipated 

interconnection to France in 2026. Ireland intends to regularly consider its views on the 

electricity market with market participants, the academic community, system operators, the 

regulator and consumers to identify opportunities to strengthen competition and market 

operation. We will continue to participate fully in European dialogue on market design to 

bring the lessons of the pioneering Irish renewable transformation to the table in these 

discussions.  We should also be mindful of implementing changes in the current climate of 

volatility and uncertainty. 

Ireland attaches a short response to the themes and ideas contained in the consultation and 

looks forward to engaging in the deliberations to follow in due course. 

 

1 Response to Consultation Themes 

1.1 Making electricity bills more independent from short 

term cost of fossil fuels 

Ireland supports the objective of giving longer term certainty to investors – this will be 

essential to rapidly decarbonising and reducing the cost of capital given the scale of 

investment required to achieve this.   

Ireland supports the use of two-way CfDs and Power Purchase Agreements (PPAs)  as a 

means of delivering the required investment in renewables. The Renewable Electricity 

Support Scheme (RESS), which operates as a two-way CfD, has been in place since 2020, 

delivering competitively-priced solar and wind power to consumers. Continued development 

of the design of renewable support schemes will be necessary as higher and higher levels of 

renewables are connected to the European power system.  

Similarly, renewable PPAs have a role to play in supporting the roll out of renewable energy 

infrastructure. However, it is critical that such agreements also deliver for all consumers, 

avoid greenwashing, and enshrine local community benefits into their design. There is also a 

value for PPAs in supporting other technologies such as storage that align with system 

needs and are targeted at reducing the carbon intensity and matching of renewable supply 
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with demand in time and space rather than merely contracting renewable capacity unrelated 

to grid operation or location. Ireland has published a Corporate Power Purchase Agreement 

Roadmap that sets out principles to apply to renewables PPAs that may be useful to 

consider across the EU1 .   

Our view is long-term instruments are beneficial but require local flexibility in implementation, 

in particular where pre-existing CfD regimes are in place, or where other market liquidity 

measures are in place, to maximise the value to consumers and deliver the required 

investments.  

Ireland supports consideration of other financial instruments such as forwards and supplier 

hedging to increase liquidity and would note how the reliability options in the CRM 

incentivise this. Ireland cautions against mandatory requirements which could have 

unintended consequences, if moving in this direction time-limited measures may be prudent. 

We would note the risk that should broader PPA’s (including for thermal units) be considered 

by the Commission, there is a risk that Large Energy Users (LEUs) might start to look for the 

perceived or actual additional volume certainty provided by corporate PPAs with 

dispatchable fossil fuel generators. In the same vein, if LEUs were incentivised to secure 

their own long-term electricity supply outside of the market they may build their own on-site 

fossil fuel generators. Compatibility with climate targets should be considered in this regard.  

 

1.2 Driving renewable investments – EU way out of the 

crisis 

Ireland strongly supports the focus on renewable investment in the consultation. Ireland has 

demonstrated its commitment to driving renewable investments through very ambitious 

renewable and energy efficiency targets. Ireland is a world leader in onshore wind and we 

plan to extend this to offshore wind and solar over the course of this decade.  We have 

successfully connected a sizeable amount of renewable generation (on-shore wind and 

solar) during the last decade, with an expected 6 GW of renewables to be delivered by end 

of 2023 on a pathway to an 80% renewables system by 2030. Support schemes such as the 

RESS and earlier REFIT schemes have been critically important in this regard.  As Ireland 

expands its renewable deployment it is clear that inertia services and flexibility solutions 

need to be adequately supported in the market – this is not sufficiently supported in the 

 
1 https://www.gov.ie/en/publication/a0d2e-renewable-electricity-corporate-power-purchase-
agreements-roadmap/. 
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current market design. Markets for system services and capacity are absolutely fundamental 

to deliver these investments which will simply not happen under an energy only market.   

Ireland’s view is that modern, flexible conventional generation is also required to achieve 

and secure the 80% renewable target. This will require a fit for purpose Capacity 

Remuneration Mechanism (CRM).  At present the CRM requires state aid approval. This 

process could be simplif ied, extended and strengthened and/or embedded within a clear 

market framework supported by parameters that drive least cost and least carbon in tandem. 

It is clear from Irish experience of incorporating significant volumes of variable renewables 

into a relatively small island system that support for generation/system adequacy through a 

well-designed CRM or other mechanism is most likely to become an enduring feature of the 

energy market as more renewables enter the market. Ireland sees this as complimentary to 

the goal of embedding and accelerating renewable deployment.  

Additionally, Ireland is embarking on significant grid expansion and permitting reform among 

other initiatives to reduce or remove barriers to renewable deployment.  

Locational signals in the market could be beneficial but Ireland is unclear on the implications 

of locational pricing. 

1.3 Alternatives to gas to keep electricity in balance 

Ireland has few other options than gas-powered generation to support our electricity system 

as we move from 40% to 80% renewables. Therefore, it is currently an essential part of our 

generation mix as a transitional fuel to a fully sustainable power electricity system. Gas is a 

significant source of energy for the Irish electricity system currently and will remain an 

important part of the energy mix in 2030. However, there is a clear requirement to integrate 

flexible solutions to enable a long-term reduction in Ireland’s reliance on gas, and other 

forms of non-renewable energy. To that end, Ireland’s Climate Action Plan 2023 recognises 

the need for a balanced portfolio of technologies to facilitate the energy transition and 

support a grid with greater levels of renewable penetration. This will mean a greater role for   

electricity storage of various durations complementing other measures such as demand-side 

response, network upgrades and increased interconnection. With regard to flexible solutions, 

such as electricity storage and demand side response, Ireland would welcome market 

supports and incentives for these developments.  

In Ireland, the CRM and payments for system services through the DS3 programme 

(Delivering a Secure Sustainable Electricity System) have played a key role in providing 

flexibility to the Irish electricity system and supporting the development of electricity storage 

and demand side response. The DS3 programme is a significant revenue stream for 
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electricity storage projects in Ireland. This programme, led by the TSOs for Ireland and 

Northern Ireland (EirGrid and SONI) initiated in 2011, has an annual expenditure of in 

excess of €200 million and was established to facilitate the increase in the amount of non -

synchronous generation on the Irish power system in a safe and secure manner. Last year, 

the Ireland and Northern Ireland power system became the first in the world to reach a 75% 

SNSP level, overcoming major technical challenges associated with integrating electricity 

from wind farms, solar farms and interconnectors. Storage has played a critical role in 

providing valuable system services through the DS3 programme and in contributing to this 

world leading SNSP figure. The current DS3 arrangements are due to expire in April 2024 

and the Single Electricity Market Committee is currently developing its successor 

programme.  

While it is widely accepted that the current DS3 programme provides an adequate revenue 

stream for shorter duration storage technologies (<2hrs), it has not yet sufficiently 

incentivised the introduction of longer duration storage. Current market frameworks are 

based on short-term marginal pricing models and do not provide sufficient long-term revenue 

certainty for high CapEx/low OpEx technologies such as longer duration electricity storage. 

Ireland is currently in the process of developing an Electricity Storage Policy F ramework and 

is engaging extensively with key stakeholders to help inform the development of the final 

policy. One of the key issues that has been identif ied is the lack of appropriate market 

incentives for longer duration forms of storage which is considered a major barrier to 

deployment. Ireland is currently considering what supports, incentives or market reforms 

might be required to support the development of longer duration forms of storage and 

welcomes developments at European level in this regard.  

With regard to proposals around intraday gate closure time, a 15 minute period could be 

considered too short and lead to challenges for TSO’s and also lead to increased constraint 

costs in the market. 

With regard to demand response, it would likely be beneficial for System Operators to take a 

more active role in buying demand side products, particularly in the early stages of the 

development of these products. An active and large quantum of demand side response 

would provide significant benefits in terms of cost, decarbonisation and security of supply. 

1.4 Lessons learned from short term market intervention 

Elevated gas prices have been the key driver of elevated wholesale electricity prices. This 

has led to windfall gains for some generators – particularly those where revenues have 

increased but costs have not to the same degree.  



7 

 

The cap on market revenues introduced in Council Regulation (EU) 2022/1854 seeks to 

address this issue. Ireland recognises the complexity of the issue that the Council 

Regulation seeks to address and notes that no perfect solution is likely to be possible.  

Given the early stage of implementation of the cap on market revenues, Ireland could not 

conclude on the success or otherwise of this intervention. For the same reason, Ireland does 

not yet have any evidence of negative or unintended impacts.  

While gas prices have reduced since mid-2022, they remain elevated from historic levels 

and could increase as we approach winter 2023/24. In this context, windfall gains could be 

realised by non-marginal participants. It is therefore important that some mechanism is in 

place to ensure these gains are minimised and/or collected for redistribution to electricity 

consumers.  

While the cap on market revenues may not provide a perfect solution, it may be the most 

practical solution to extend in advance of an alternative mechanism being developed. 

1.5 Better consumer empowerment and protection 

Ireland is strongly focused on ensuring an affordable and secure energy system for 

consumers. This has driven the significant strengthening of consumer protection supplier 

obligations in response to the energy crisis. The record of consumer rights and protections is 

long-standing in the Irish context.  The Electricity Market Directive was fully transposed into 

law in 2022, and work to implement is continuing led by the Commission for the Regulation 

of Utilities (CRU).  

The rollout of smart meters is continuing at pace as is the take up of Microgeneration. The 

National Smart Metering Programme will roll out and install 2.4 million meters by end of 

2024, and in the process will make available new products and services available to energy 

consumers. The meter rollout is taking place on a phased basis, with around 40,000 meters 

installed monthly and over one million smart meters installed to date.  

A total of approximately 138 MW of microgeneration installation capacity is now on the 

network. Measures to facilitate collective self-consumption, where customers are able to 

share the benefits of offsite generation as if the renewable energy production installation 

were installed on their own roof top; would be broadly welcomed. In the context of Article 

15(2)e of IMED, clarity would be needed for how such provisions - which give customers the 

right to deduct offsite generation from their metered consumption, would be made.  

To the extent that sub-metering has the potential to stimulate new business models and new 

customer propositions which might support energy efficiency and flexibility, the proposals to 

https://www.cru.ie/document_group/customer-protection-measures-for-household-electricity-and-gas-customers/


8 

 

establish a right for customers to a second meter/sub meter on their premises to distinguish 

the electricity consumed or produced by different devices is worth consideration.  

A greater prevalence of sub-metering could be an enabler of new market actors to provide 

flexibility services. However, submetering does not necessarily provide benefits in terms of 

improved customer access to data and energy insights.  

There is a growing range of artif icial intelligence (AI) solutions available in the market which 

can deliver this information based on standard smart metering data from the main meter / 

meter of record. Notwithstanding this, issues regarding quality standards, objectivity, and 

reliability amongst others would need to be addressed before measurements obtained using 

either AI or a sub-meter, would meet the requirements for settlement of smart energy 

services or flexibility services. 

It is also important to consider the potential impacts on wider cohorts of electricity customers 

who can or cannot (for economic, practical or other reasons) participate in new customer 

propositions using sub-meters;  including costs and cost socialisation, cross subsidization 

between customers network charges, and customer protections, etc.  

A universal right for electricity customers to have a sub-meter is likely to require substantial 

additional investment in metering systems, processes and infrastructure regardless of the 

level of take-up. This has the potential to further delay or complicate the roll-out of smart 

metering systems in member states, as well as cause confusion with consumers, if the 

benefits are not immediately obvious. 

In relation to the proposed requirement on suppliers to offer fixed term fixed price contracts, 

this should be a competitive matter for suppliers to offer, and be determined by a) consumer 

desire for such a product, b) and the suppliers ability to deliver a competitive fixed price 

contract. 

The establishment of prudential obligations on suppliers to ensure they are adequately 

hedged runs the risk of creating upward pressure on hedging contracts, feeding through to 

end prices. Such a requirement would be difficult to monitor and requires a whole new 

system to set requirements along with a monitoring regime. It may create a barrier to entry 

for suppliers, particularly small/innovative suppliers. This would be detrimental for small and 

concentrated markets such as Ireland, and may result in less competitive pressures and 

consequently higher end prices.In relation to Supplier of Last Resort, clearer rules at EU 

level would be useful. However, it is worth noting that with the diversity of markets across the 

EU, Supplier of Last Resort regimes differ significantly. Therefore, a one size approach may 

not fit all. 
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In relation to an emergency framework for below cost regulated prices, there is already 

provision in Article 5 of IMED for Member States to regulate prices to protect households 

and micro-enterprises as set out in REPowerEU. Ireland supports the alignment of policies 

across the EU and the sharing and implementation of best practice particularly regarding the 

challenges of targeting measures. However, there is diversity across the EU in market 

conditions and such a measure could have significant implications for suppliers’ liquidity or 

Member States finances. In addition, as prices have not been regulated in Ireland for many 

years, implementing such a framework on a short term,  emergency basis would be very 

challenging and potentially a retrograde step. Ireland would support the Commission 

facilitating feedback from Member States on their implementation of such policies to further 

the evidence base before such a Regulation is introduced. 

1.6 Stronger protection against market manipulation 

While we fully respect continuous improvement in monitoring and transparency, particularly 

as technology has evolved, care would need to be taken to ensure proposals do not result in 

excessive costs for new systems and procedures which could add excessive burden on 

market participants, particular concern should be given to the impact on small and medium 

enterprises. 


