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CRU Strategic Plan 2025-27

Vision, Purpose, and Values

OUR VISION:

Resilient, efficient, sustainable, and safe energy and water
services for Ireland.

OUR PURPOSE:

We actively serve the public interest by regulating the
provision of energK and water to Irish homes and businesses,
while supporting the transformation to net zero.

OUR VALUES:

® Integrity  Professionalism ¢ Openness ¢ Accountability

Executive Summary

The Supplier of Last Resort (SoLR) process forms part of the Commission for Regulation of
Utilities’ (CRU) customer protection framework. The main purpose of the process is to ensure that
if an electricity or gas supplier leaves the retail market, a customer’s supply will continue without
interruption. A SoLR is required because from time-to-time companies in competitive markets fail.
It is for this reason that the CRU, in conjunction with other bodies where appropriate, takes all
reasonable steps to address the consequences of suppliers failing.

In 2006 the Commission designated Electric Ireland (EI) for electricity customers and in 2008 Bord
Gais Energy (BGE) for gas. These designations remain in place. Although the SoLR framework
has been in place for over 15 years, 2022 was the first year that the CRU had to implement it. In
total, three suppliers exited the ROI retail gas and electricity markets in 2022. These suppliers
were Bright Energy, Iberdrola, and Panda Power. This resulted in the successful transfer of
approximately 95,000 customers (c.75,000 electricity customers and ¢.20,000 gas customers) to
the respective gas and electricity SoLRs.

In 2018, the CRU published a decision paper on SoLR in Prepayment Electricity in CRU/18/112.

In its decision the CRU committed to a review of the SoLR framework with a view to testing the
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end-to-end market processes that enable the transfer of customers to SoLRs and also to look at
improvements that could be made to the overall SoLR framework. As there were three SoLR
events in 2022, the CRU considered it timely to conduct this review. The SoLR processes for gas
and electricity were practically tested for the first time and were found to have functioned
effectively. The market processes were able to transfer customers to the SoLRs and ensure

continuity of energy supply for them.

There were, however, lessons learned from each of the events in 2022 and after a review of the
framework the CRU is proposing improvements that can be made under the current SoLR
framework.

These proposals are intended to provide further protections to customers that find themselves in
SoLR events, as well as new measures for suppliers to adhere to that will help to avoid SoLR
events in the first instance. These proposals include ensuring suppliers operate in a financially
responsible manner, ensure adequate notice is provided when suppliers decide to exit the market,
and to limit the overall cost of an SoLR event on consumers. The paper is also presenting how a
competitive SoLR process might work at the time an event is called, as well as a competitive
process for designating the SoLR.

Finally, SoLRs incurred costs associated with the process of setting up and transferring customers
from the failed suppliers in 2022 and the CRU provided recovery of efficiently incurred costs. The
CRU proposes that the mechanism used to reimburse these costs, as well as the submissions to
the CRU from the SoLRs are standardised. This will enable the CRU to determine the
reasonableness of the cost requests and ensure that all costs being requested were as a direct

result of operating as the SoLR.

SoLR Process

The main purpose of the SoLR process in the Irish retail market is to ensure consumers continue
to receive energy when a supplier leaves the market. Based on experience from the 2022 SoLR
events, the process worked successfully in ensuring that customers continued to receive energy
when a supplier exited. While the SoLR process was overall successful for ensuring continuity of
supply for customers, the CRU is of the view that there are also a number of features that could

be introduced to further improve the SoLR process.
Notification Period for exiting Suppliers

There are two types of SoLR event, a sudden exit, and a gradual exit. When suppliers exit the

market suddenly, very little time is available for customers to switch to an alternative supplier in
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advance of being moved to the SoLR. Customers in this scenario are moved to the SoLR quickly
to avoid interruption or loss of energy supply. However, when suppliers gradually exit from the
market, more time is available for customers to switch to an alternative supplier before the SoLR

takes over any remaining customers from the exiting supplier.

To provide for a more orderly gradual exit from the market and to give customers more time to
switch to an alternative supplier, the CRU is proposing the introduction of a 90 day notice period
for suppliers who exit the market for strategic reasons. The CRU proposes that this is implemented

by adding a new licence condition to the electricity and gas supply licences.

This licence condition would only apply to suppliers seeking to exit strategically or gradually and
would not apply to suppliers where an application has been made to appoint an administrator, or
where the company does not have access to sources of liquidity or financial support from a parent
group to continue serving customers beyond 90 days and have to leave the market suddenly under
the SoLR process. This licence condition is discussed further in the “Measures to avoid a SoLR

event/Supplier” section.
Tariffs for Customers transferred under SoLR

Customers transferred to SoLRs in 2022 were placed on a tariff agreed between the SoLRs and
the CRU. At the time these were the Standard Domestic Tariffs at BGE and El. This means,
depending on the tariff customers were on prior to an SoLR event, they could have faced higher

or lower tariffs than they had with the exiting supplier.

The CRU is of the view that the benefit of acquiring SoLR customers should be reflected in the
tariff that is offered. There is a long-term benefit to keeping these customers and as such any
upfront costs associated with offering a discount tariff would likely be offset by the long-term
financial gain of keeping SoLR customers. Therefore, the CRU proposes that customers transfer
to the best available discount tariff that the SoLR is offering to any customer at the time of transfer.
As contracts and tariffs for non-domestic customers can vary depending on their individual energy

requirements the CRU is proposing that this measure will only apply to domestic customers.
Lock-in period for customers transferred to SoLR

The lock-in period is the amount of time that a customer must stay with the SoLR after transfer.
This is necessary to allow the smooth movement of customers from the exiting supplier and to
allow the SoLR to effectively manage the registration and set up of potentially large numbers of
new customers and to acquire energy on the wholesale market for those customers. The lock-in
periods used in the SoLR events in 2022 were 90 days in duration for all domestic customers and

60-days for non-domestic customers.
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The CRU is proposing however to standardise the lock in periods to 60 days for both domestic and
non-domestic customers. The CRU is of the view that a 60 day period will allow sufficient time for
the SoLRs to recoup any costs associated with taking on the SoLR customers and is in line with
current billing practices for suppliers. It will also allow customers to switch to a different supplier

sooner if they wish.

SoLR Designations

El and BGE are currently the CRU designated SoLRs for electricity and gas respectively in Ireland
since 2006 and 2008. In the past, suppliers expressed interest with regards to the role of SoLR
being assigned to a supplier through a competitive process at the time an SoLR event is called.
The CRU has reviewed how competitive SoLR processes work in other jurisdictions and is
presenting how one might operate in the Irish retail market. A competitive SoLR appointment
process would require a number of suppliers to meet minimum requirements such as strong
operational and financial capacities to act as the SoLR and then compete against each other each
time an event is called. The CRU also presents an option to hold a competitive process for the
SoLR designation in both electricity and gas given the current designations have been in place for
a number of years. The winning suppliers would be designated the SoLR for a period of say 2 to 5

years with a new competitive process taking place after the period ends.

Measures to avoid a SoLR event/Supplier Failure

The CRU is proposing introducing a number of new aspects to the existing SoLR framework to
reduce the likelihood of supplier failure but also to minimise any costs that might be socialised
across all energy consumers as a result of that failure. The CRU is therefore proposing to have
mechanisms in place that allow the CRU to monitor suppliers and their approach to managing
financial risks, ensure suppliers are undertaking their business in a financially responsible way,

and to provide earlier warning of potential exits from the market that can lead to SoLR events.
Financial responsibility Licence Condition

The CRU is proposing implementing a new financial responsibility condition to the existing Gas
and Electricity Supply Licences. This new licence condition would create an obligation on suppliers
to have adequate financial arrangements in place to meet its reasonably anticipated financial
liabilities as they fall due on an ongoing basis. It would also obligate suppliers to have access to
committed sources of liquidity to enable the supplier to trade for at least the next 12 month period.

The aim of the financial responsibility condition is to ensure that licensees manage their business
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in a financially responsible manner and with measures in place to properly manage their business

risks.
Enhanced Financial reporting and monitoring

In conjunction with the new financial responsibility licence condition, the CRU is proposing
enhancing the financial reporting that suppliers currently provide as part of the Retail Market
Monitoring framework the CRU operates. The aim of expanding the financial reporting obligations
is to provide the CRU with more forward-looking information with the aim of providing early warning

signs of potential SoLR events and to prepare accordingly.

The current indicators are retail margin data and are focused primarily on metrics closely related
to the income statement. The new enhanced financial reporting metrics would expand on these
and include metrics from the balance sheet statement, including the amount of equity capital in the
business available to absorb losses and, where the supplier does not have access to sufficient
sources of long-term debt, provide liquidity to manage anticipated financial liabilities as they fall

due on an ongoing basis.
90 Day Notice Period Licence Condition

The CRU is proposing creating a new supply licence condition that requires suppliers exiting the
market for strategic reasons to provide at least 90 days’ notice and to facilitate customer switching
before the lock-in period takes place. This new licence condition would ensure that supply groups
which have the financial resources to continue to operate temporarily before exiting the market via
a managed process are required to do so. This would take the form of either a trade sale to a
private buyer, or an orderly process to encourage customers to switch to other retailers, thereby

reducing the number of customers transferred through the SoLR process.

This licence condition would not apply to companies where an application has been made to
appoint an administrator to the company, or where the company does not have access to sources
of liquidity or financial support from a parent group to continue serving customers beyond 90 days
and have to leave the market suddenly under the SoLR process. The CRU would seek supporting

evidence from the supplier before an SoLR process would be initiated.
Other measures to avoid SoLR events

A number of other measures have been considered through the review of the SoLR framework
that could be introduced, and which would further enhance the CRU’s ability to minimize the impact
and cost an SoLR event has on consumers. Implementing these measures would require extensive
changes to the existing legislative and regulatory framework in Ireland which would require new

laws being developed and new regulatory requirements being imposed on market participants.
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These include measures such as parent company guarantees, minimum capital requirements,

creating an SoLR offset liability and supplier performance bonds.

SoLR Cost Recovery

SoLRs can incur a range of costs associated with the process of setting up and transferring
customers from the failed supplier. The SoLR may wish to then apply to the CRU to recover these
costs so that they are reimbursed for ensuring continuity of supply to affected customers. In order
to provide a way to repay these costs to the SoLR an appropriate cost recovery mechanism needs
to be established. Cost submissions also need to be accurately submitted to the CRU so that the

appropriateness of reimbursing these costs can be established.

The CRU is proposing that the approach of recovering SoLR costs via network charges levied on
electricity and gas consumers is the most appropriate mechanism available. It is familiar to the
Irish market and ensures that SoLR related costs can be recovered in a timely fashion whilst
minimising any administrative requirements. There is also an existing precedent for using network
charges as a mechanism as both El and BGE have been reimbursed for their role as SoLR by this

previously.
SoLR Cost Claims

If SoLRs wish to recover costs associated with an event they need to submit detailed claims to the
CRU. These claims are then assessed to determine what, if any, money should be re-imbursed to
the SoLRs. Based on learnings from the SoLR events in 2022, there is now a need to have clear
guidance in place for future SoLRs that may wish to make cost claims to the CRU. This guidance
will aid the CRU in understanding the revenues and costs attributable to the SoLR customers and

conducting ex-post reviews of the SoLR claims.

The guidance proposed in this consultation paper will help to standardise the basis on which future
SoLRs submit cost claims. The guidance also establishes an expectation that the SoLR will provide
sufficient justification and fully traceable supporting evidence such that the CRU will be able to

validate, review and assess individual cost claims.
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Public/ Customer Impact Statement

All energy customers have a right to be supplied with electricity at a specified quality, at

reasonable, clearly comparable and transparent prices.

The SoLR gives customers continuity of service where a customer’s chosen supplier
ceases or fails to supply a customer with electricity or gas in line with their contractual
obligations.

A SoLR market exit would be an extraordinary event where the CRU would step in to

protect the customer.

This paper looks at how the SoLR framework could be improved following the SoLR events
in 2022.

The key aim of this paper is to ensure that a fit for purpose SoLR process is in place such
that all customers are duly protected, and they continue to have energy supply if their

supplier exits the market.

Any new measures introduced to the SoLR framework must be balanced against the cost
of implementing them and need to be a proportionate response.

Energy customers have a right to a high standard of service from their energy supplier or

network operator. The CRU has customer protection measures in place for this, further

information can be found here.


https://www.cru.ie/consumer-information/your-rights/energy/
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Glossary of Terms and Abbreviations

Abbreviation or Term Definition or Meaning

SoLR Supplier of Last Resort

CRU Commission for Regulation of Utilities
ESBN ESB Networks

GNI Gas Networks Ireland

El Electric Ireland

BGE Bord Gais Energy

RMDS Retail Market Design Service

S.L Statutory Instrument

GPRO Gas Point Registration Operator
MRSO Meter Registration System Operator
SEMO Single Electricity Market Operator
CoS Change of Supplier

TUoS Transmission Use of System Charge
PAYG Pay-As-You-Go
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1. Introduction

1.1 Commission for Regulation of Utilities

The CRU is Ireland’s independent energy and water regulator. The CRU was established in 1999
and has a wide range of economic, customer protection and energy safety responsibilities. The
CRU’s mission is to protect the public interest in water, energy and energy safety. Further
information on the CRU’s role and relevant legislation can be found on CRU’s website at

WWW.Cru.ie.

1.2 Background of Regulatory Framework for SoLR

In accordance with the Energy (Miscellaneous Provisions) Act 2006, the CRU may direct the

SoLRs to step in and take over the supply of another licenced supplier in certain circumstances.

In 2006, the Commission designated El as the SoLR for electricity, and in 2008 BGE as the SoLR

for gas. These designations remain in place.

The role of the SoLR is to ensure continuity of supply for customers, as set out in S.I. No. 60 of
2005" for the electricity retail market and section 21A of the Gas (Interim) (Regulation) Act 20022
for the retail gas market. The SoLR shall supply electricity/gas to final customers of another
licenced supplier where that exiting supplier ceases operation or fails to supply electricity/gas to

those customers in line with its contractual obligations.

1.3 Scope

The primary focus of the CRU’s work, and consultation, is to review the current SoLR framework
against learnings from the SoLR events that occurred in 2022 and determine what changes, if any,

are needed to efficiently manage any potential future SoLR events.

1S.1. No. 60/2005 - European Communities (Internal Market in Electricity) Regulations 2005
2 Gas (Interim) (Regulation) Act, 2002

11
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1.4 Related Documents

Electricity

Gas

1.5

CER/06/006 Supplier of Last Resort in Electricity Decision Paper
CER/07/171 Supplier of Last Resort under the Single Electricity Market Decision Paper

CER/11/060 Role of the Public Electricity Supplier and the Supplier of Last Resort in the
Deregulated Electricity Market

CRU/18/112 Supplier of Last Resort in Prepayment Electricity Decision Paper

CER/06/005 Supplier of Last Resort in Gas

CER/08/002 Supplier of Last Resort in Gas Decision on the designation of a supplier of

last resort for the retail gas market

Structure of this paper

Section 1 — Introduction

Section 2 — Background

Section 3 — SoLR Process

Section 4 — SoLR Selection

Section 5 — Measures to avoid SoLRs

Section 6 — Cost Recovery

Section 7 — Next Steps

1.6 Responding to the CRU

This consultation paper is for the attention of all members of the public, electricity and gas

suppliers, ESB Networks and Gas Networks Ireland and stakeholders in the electricity and gas

industry.

12
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Responses should be submitted (preferably) through the dedicated CRU consultation platform
which can be found on the CRU website here by close of business on 10" July 2025. Alternatively,

response can be submitted either to retaildata@cru.ie or by post to:

Retail Markets Team,

Commission for Regulation of Utilities,
The Exchange,

Belgard Square North,

Tallaght,

Dublin 24

Respondents are requested to make reference to the questions as per their numbering in each
section of this consultation. In order to facilitate responding, for convenience, Appendix A collates

the CRU’s prompted questions from all sections of this consultation paper.

Unless marked confidential, all responses from companies or organisations may be fully published
on the CRU’s website. Respondents may request that their response is kept confidential. The CRU
shall respect this request, subject to any obligations to disclose information. Respondents who
wish to have their responses remain confidential should clearly mark the document to that effect

and include the reasons for confidentiality.

Respondents should note that all material held by the CRU, including confidential consultation
submissions, are subject to the Freedom of Information Act 2014 (‘FOI Act’) and the European
Communities (Access to Information on the Environment) Regulations 2007 to 2014 (‘AlE
Regulations’). Therefore, such submissions may potentially be released in response to requests
made under the FOI Act and the AIE Regulations.

Responses from identifiable members of the public will be anonymised prior to publication on the

CRU website unless the respondent explicitly requests their personal details to be published.

The CRU privacy notice sets out how it protects the privacy rights of individuals and can be found

here

WWW.Cru.ie

13
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2. Background

2.1 SoLR Regulatory Framework

The SoLR function is governed by a complex legal and regulatory framework, the main elements
of which are contained within S.I. 60 of 2005 for electricity customers and section 21A of the Gas
(Interim) (Regulation) Act 2002 for gas customers. The regulations ensure that all energy
customers are entitled to Universal Service, which is a right to be supplied with electricity and gas
at a specified quality, at reasonable, clearly comparable and transparent prices. The SoLR
designation is specifically intended to ensure the continuity of Universal Service where a
customer’s chosen supplier ceases, or fails, to supply a customer with electricity and gas in line
with their contractual obligations. It is an extraordinary event where the CRU steps in to protect the

customer.

Regulation 21 of S.I. 60 of 2005 and section 21A of the Gas (Interim) (Regulation) Act 2002 sets
out the legislative framework for the operation of a SoLR in Ireland. Under these regulations, the

SoLR must supply electricity to certain customers in three situations.

l. Firstly, where a supplier ceases or fails to supply electricity to final customers in

accordance with its contractual obligations.

II.  Secondly, in certain cases, the CRU has the discretion to direct the SoLR to supply
electricity to a final customer where it is of the opinion that circumstances warrant such a

direction.

[l In circumstances where a supplier’s licence is being revoked, the CRU may also issue a

Supplier of Last Resort Direction.

Regulation 21(3) of S.I. 60 of 2005 and 21A(3) of the Gas (Interim) (Regulation) Act 2002 requires
the CRU to include in the SoLR designation any terms, conditions or requirements considered
necessary by the Commission in respect of the functions of the Supplier of Last Resort. The SoLR
legislation does not place specific obligations of the SoLR and confers the power on the CRU to

make regulations regarding the SoLR obligations and terms and conditions of the designation.

Licenses

The Electricity and Gas Supply Licences contain a number of provisions relating to the SoLR.
Specifically Condition 22 in the Electricity Supply Licence and Condition 17 of the Gas Supply

Licence states:

14
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1. The SoLR shall undertake its duties, where designated, in accordance with the terms and

conditions of that designation and the relevant Regulations.
2. The Licensee shall comply with a Supplier of Last Resort Direction in so far as it applies.

3. The Licensee shall assist, in the transfer of its Customers to the designated Supplier of
Last Resort.

4. The Commission may issue a Supplier of Last Resort Direction in respect of the Licensee

where:
a. Thelicensee fails to supply electricity in accordance with its contractual obligations;

b. The Commission is of the opinion that circumstances exist which warrant such a

Supplier of Last Resort Direction;
c. The Licensee’s Licence is in the process of being revoked.

In particular, licence Condition 22 of the electricity supply licence, obliges the licensee “to assist
[...]in the transfer of its Customers to the designated Supplier of Last Resort.” There are no further

specific obligations on suppliers exiting the market.

2.2 SoLR events in 2022

During 2022, the CRU initiated the SoLR process in order to ensure continuity of supply for 95,000
electricity and gas customers. The SoLR forms part of the CRU’s customer protection framework.
It ensures that if an electricity or gas supplier leaves the retail market, a customer’s supply will
continue. A SoLR is required because from time to time, companies in competitive markets fail.
Gas and electricity are regarded as essential services and it is for this reason that the CRU, in
conjunction with other bodies, where appropriate, takes all reasonable steps to address the
consequences of a supplier failing. The current SoLR designations, being the suppliers who take

on SoLR affected customers, are with El for electricity customers and with BGE for gas customers.

Although the SoLR processes have been in place for over 15 years, 2022 was the first year that
the CRU had to implement these processes. In total, three suppliers exited the ROI retail gas and
electricity markets in 2022. These suppliers were Bright Energy, Iberdrola, and Panda Power. This
resulted in the successful transfer of approximately 95,000 customers (c.75,000 electricity
customers and ¢.20,000 gas customers) to the respective gas and electricity SoLRs. The

breakdown of these customers is below:

15
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e Bright Energy - 1,500 electricity customers
e Iberdrola - 9,628 Gas customers and 20,115 Electricity customers.
e Panda Power - 9,067 Gas customers and 53,757 Electricity customers

Customer Impact of the SoLR events

The main function of the SoLR process is to ensure continuity of supply for customers. This process
ensured that no customer went without energy as a result of a supplier leaving the market from the
three events in 2022. There was however certain aspects of the SoLR process the CRU is of the

view could be improved upon in order to ensure customers are better protected in SoLR events.

One of the main concerns for customers during the SoLR events was that they were given
insufficient time to switch to an alternative supplier of their choosing, in advance of being
transferred to the SoLR. When Iberdrola left the market, they gave five working days’ notice with
customers being given no time to switch to an alternative supplier if they wished to. Panda Power
exited the market more gradually than Iberdrola but there were still a number of customers that

were unable to transfer to a different supplier on time and as a result were transferred to the SoLR.

When customers were transferred to the SoLRs they were also required to stay with them for 90
days if they were a residential customer and 60 days if they were a business customer. Customers
were unable to switch to an alternative supplier during the 60 or 90 days depending on what type
of customer they were. In order to give customers more freedom and choice regarding who their
energy supplier is, the CRU is proposing measures in this consultation paper which will give
customers more time to switch in advance of being transferred to the SoLR. The CRU is also
proposing changes to the length of time that customers will be required to stay with the SoLR.
There are further proposals in this consultation paper that will improve customers’ overall
awareness of the SoLR process and ensure that the tariff they are transferred over to will be as

fair to affected customers as possible.

Learnings from the SoLR events

Strategic Exits

Suppliers can exit due to sudden insolvency/bankruptcy that results in them leaving the market
suddenly with little to no advance warning. Other suppliers may leave the market for strategic
business decisions and result in a more gradual withdrawal from the market. Based on experience
from suppliers exiting in 2022 the CRU is of the view that the SoLR mechanism can indirectly
create a route for suppliers to exit the market quickly. The SoLR mechanism was originally intended

to facilitate exits where suppliers could not continue to operate in the market due to sudden
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insolvency etc. In the most recent exits in 2022, it is possible that it has been used by large and
established energy businesses to exit the market quickly because they had not achieved the
growth they were targeting and were facing higher input costs (and potential losses) due to the
impact of the energy price crisis. This was despite having the financial resources to temporarily

continue to support the supply business.

Suppliers were unable to find a private buyer for their business at that point in time. The CRU are
of the view that they could have supported a more managed exit from the market, in particular
regarding Iberdrola’s exit, which would have allowed affected customers more time to switch
supplier in the run up to the SoLR event. This would have helped to reduce the cost of the SoLR
event, which is ultimately socialized across the wider base of electricity and gas consumers. The
cost of the 2022 events were particularly high because of the volatility in wholesale energy prices
during that period, and the need for the SoLR to procure additional energy at short notice and at

higher prices than those embedded in its existing default tariffs.

The relatively short notice provided by Iberdrola in particular may have added to the cost of that
event. For the reasons given above, the CRU is minded to propose introducing certain changes to
the SoLR framework to ensure that it is used in line with the original purpose of the mechanism. In
particular, the CRU is proposing to introduce a 90-day notice period for suppliers which are looking
to exit the market for ‘strategic’ reasons including, for example, because they have not achieved a
sustainable rate of growth and/or profitability, or because the supplier wants to reduce its exposure

to the Irish retail market.
Measures to avoid SoLR

The CRU has taken this opportunity to consider the resilience of the retail market more broadly
based on the lessons learned from the events in 2022.The CRU'’s objective is to introduce changes
which will provide early warning of potential SOLR events, ensure the process takes place over a
more managed timescale, and encourage options for suppliers to avoid SoLR events altogether.
Although the CRU have taken some inspiration from the changes that Ofgem is introducing in
Great Britain, we recognise that the market in Ireland is different in size, structure and in the
approach to price regulation. That has implications for the nature of competition in the retail market,
the incentives for new market entry and the ability for suppliers to pass on changes in wholesale

market prices.

The rapid growth in new, under-capitalised entrants to the energy market in Great Britain left it
particularly exposed to the energy price crisis and resulted in around 30 suppliers exiting the
market in the period since. The impact in Ireland was not as widely felt, in part because Ireland did

not experience the same large increase in new suppliers entering the market in the years before
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the energy price crisis; and the largest suppliers in Ireland either have the government as the major
shareholder or are part of larger ‘vertically integrated’ energy groups with the financial resources

to withstand major market shocks.

In that context, the CRU takes the view that the retail market is financially resilient. However, the
CRU are not complacent about the need to monitor the retail market more closely and periodically
assess whether new ‘riskier’ business models and pricing strategies are emerging across the
sector, which have less capacity to absorb the consequences of failure and therefore are more

likely to impose costs on other energy consumers.
The CRU is proposing the following measures:

¢ Introducing a new financial responsibility supply licence condition, to ensure licensees

manage their business in a financially responsible manner and;

e Enhanced financial reporting and monitoring, to provide earlier warning of potential SoLR

events.

e Parent company guarantees, to provide assurance that suppliers will be able to meet their
financial liabilities as they fall due and that its ultimate investor will have the necessary

liquidity to manage market risks and absorb losses.

¢ Minimum capital requirements, to ensure suppliers maintain minimum levels of capital on
their balance sheets to provide a financial buffer that would aid in withstanding any sudden

market shocks.

e Supplier performance bonds, such that the CRU has access to funds which can be used
to reduce any costs which are incurred in future SoLR events which might otherwise need

to be socialised across all energy consumers.

2.3 Review of the SoLR framework

In 2018, the CRU published a decision paper on Supplier of Last Resort in Prepayment Electricity
in CRU/18/112. In this decision paper the CRU committed to a review of the SoLR framework, that

included:

- An end-to-end review of the practical processes to support a SoLR event and the transfer
of customers away from the exiting supplier, including the CRU managed aspects of the

process.

18



An Coimisitn um Rialail Féntais Commission for Regulation of Utilities

- The development of additional processes which take account of customers with PAYG
meters (installed by either the Networks companies or directly by Suppliers for reasons of

financial hardship or lifestyle choice).

- A test of the SoLR processes for gas and electricity markets and how they apply to all
customers (credit & PAYG).

The CRU considered at the time that the output of this work would better inform the drafting of any
additional changes to the SoLR framework. While this decision was for electricity PAYG only, the
CRU has undertaken a review of the entire framework which includes both the Electricity and Gas

market.

As there were three SoLR events in 2022 the CRU considered it timely to conduct this review. The
SoLR processes for gas and electricity were practically tested for the first time and were found to
have functioned effectively. There were also lessons learned from each of the events and after a
review of the framework the CRU is of the view that there are a number of improvements that can

be made that can further enhance the SoLR framework for consumers.

The measures being proposed in this consultation are the early stage of the consultation process.
The consultation seeks to present the CRU’s position on how best to improve the SoLR framework
for consumers and is seeking stakeholder feedback and discussion. If the CRU decides to develop
these measures further, it will work with the industry on how best to implement them. There are
also measures in the consultation that the CRU has considered but is not minded to take forward

at this time but is interested to hear if stakeholders have different views on them.
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3. SoLR Process

3.1 Supplier Exits

In a competitive market, company failure is a possibility that can never be ruled out. Suppliers are
required to demonstrate they have the financial and technical capability to operate in the market
before obtaining a supply licence from the CRU. However, from time to time, like any other market,
a supplier may decide to close its business. Suppliers can exit due to sudden
insolvency/bankruptcy that often results in them leaving the market suddenly with little to no
advance warning. Other suppliers may leave the market for strategic business decisions and can
be a more gradual withdrawal from the market. Regardless of the type of exit that occurs, the CRU

has the power to intervene and call on the SoLR to step in.

All customers are provided with this same level of protection, regardless of their supplier. The
primary focus of the SoLR process is to ensure continuity of supply in the event of an energy
supplier exiting the Irish market. Once a supplier exits the market, and the SoLR function is
activated, the SoLR is required to facilitate the transfer of customers from the exiting supplier. The

main reasons an SoLR event can occur are:

1) When a supplier stops providing electricity or gas due to being unable to continue to fund its

business operations and/or

2) When a supplier informs the CRU that they intend to stop operating in the Irish market for

strategic business reasons.

The CRU can be informed by a supplier that they are planning on exiting the market or by ESBN,
GNI or SEMO that a supplier has suddenly exited. A supplier might also notify the CRU to inform
it that they are attempting a strategic or planned exit e.g. usually by either selling their business to
interested parties or by shedding their customers naturally due to higher tariffs. As part of these
discussions a supplier might notify the CRU that there may be a need for the SoLR process to be

initiated if these options don’t work.

In the case where an SOLR is a possibility, the CRU first engages with the supplier at risk of exiting
and considers whether the SoLR process needs to be started, or a planned exit may be achievable.
If a planned exit can be achieved, then the exiting supplier would gradually exit the market allowing
customers to change supplier in advance of being moved to a SoLR. If the SoLR process needs
to be started the CRU would direct the SoLR for either gas and/or electricity to take over the supply
of energy to affected customers. Once the CRU is aware of a potential SoLR event occurring the

CRU also convenes the SoLR Co-ordination Group.
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3.2 SoLR Co-ordination Group

The SoLR co-ordination group is comprised of representatives from both the electricity® and gas*
sectors with the CRU acting as chair. The purpose of the SoLR group is to have the views of the
necessary representatives heard, which aids the CRU in gathering information around the supplier
exit/failure. The group also gives recommendations around the operational processes needed to
conduct a SoLR.

Once the CRU convenes the SoLR co-ordination group it will collect and assess available
information and evaluate the likelihood of a SoLR event. The group will determine the readiness,
impact and approach to the potential SoLR event. The group will then create a report on their

findings and present a recommendation to the CRU.

The CRU team may decide, based on the submitted report to stand down the SoLR co-ordination
group and take no further action if, based on evidence it gathered from the supplier at risk of
leaving, that the SoLR process wasn’t necessary at this time and an alternative option for exit could

be pursued.

If the CRU team determines that the supplier is at risk of failure and the SoLR process needs to
be initiated, then the CRU team will provide the commission with a recommendation on how best
to proceed taking account of the SoLR co-ordination group report. The commission will then

consider the matter and make a decision on how to proceed.

3.3 Initiating the SoLR Process

If the Commission decides based on the available information that it has to initiate the SoLR
process the Commission will direct the SoLR(s) to step in for a supplier to serve their customers
to ensure continuity of energy supply to them. Market procedures developed for the electricity and
gas sectors to handle SoLR events are then initiated. These procedures detail the steps that need
to be undertaken throughout the SoLR process and detail what each party is responsible for. These

procedures are:

3 Electricity representatives on the SoLR co-ordination group include — ESB Networks (ESBN), Meter
Registration System Operator (MRSO), Retail Market Design Service (RMDS), Single Electricity Market Operator
(SEMO), SEMOpx and Electric Ireland

4 Gas representatives on the SoLR co-ordination group include — Gas Networks Ireland (GNI), Gas Point
Registration Operator (GPRO) and Bord Gais Energy
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- Electricity - MPD045
- Gas - Code of Operations Part F®

The market procedures for both the Electricity and Gas markets functioned effectively in the events

in 2022, and the CRU is not proposing to make any changes to them.

The CRU will notify the market of the SoLR event and requests all suppliers not to submit change
of supplier requests for customers of the exiting supplier. The CRU then initiates a
Communications Strategy to help inform customers of their rights and protections under the SoLR

framework.

Questions

1. As mentioned above, the CRU is not proposing any changes to the current process by which a SoLR
is initiated or processed. However, the CRU would be happy to hear from stakeholders in terms of
any suggested improvements that could be made to either of the current market procedures for
SoLR.

3.4 CRU Communications
Direction to SoLRs

SoLRs are appointed for an event by direction from the CRU (to El and BGE). A direction letter
informs the relevant SoLRs that the CRU has decided to initiate an SoLR event and directs the
SoLRs to start supplying the affected customers of the exiting supplier. The direction letter details
the period which the SoLR will be required to supply the affected customers. It will give a start date
for when customers will begin to be supplied electricity or gas by the SOLR, and it will also give an
end date when customers will be allowed to move to another supplier if they so wish. The direction
letter also directs the SoLRs to supply customers on a certain tariff. The CRU engages with each
SoLR in advance of issuing the direction letter in order to get the best tariff available for customers,

this is the tariff that is then indicated in the direction letter.

When the CRU issues the direction letter it also provides a copy to all members of the SoLR Co-

ordination Group in order to ensure that all key stakeholders are informed of when the SoLR event

5 mpd-04-solr-process.pdf (rmdservice.com)
6 https://www.gasnetworks.ie/corporate/gas-regulation/service-for-suppliers/code-of-operations/
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will be commencing. It will also provide them with the key dates of when the transfer of customers
will occur and the length of time that customers will be locked in with the SoLR before being allowed

to move supplier if they wish.

Communication to Exiting Supplier

The CRU also writes a letter to the exiting supplier to confirm that their request to exit the market
under the SoLR process has been allowed by the CRU and also confirms that the Commission
has appointed the SoLR(s). The letter includes requirements on the exiting supplier to contact their
customers notifying them that they are now part of a SoLR event. The letter also indicates a
requirement for the exiting supplier to notify customers of when they will be transferred over to the
SoLR and the final date they need to switch to another supplier to avoid being transferred to the
SoLR.

The letter details that any communication to customers provides clear information regarding when
their final bill will be issued and details around how the exiting supplier will handle any outstanding
credit. There is also a requirement on the exiting supplier to issue customers with any refunds due.
The exiting supplier needs to provide all customer account information to El and/or BGE in order
to allow the transfer of their customers to the SoLR. This information should include their contact
details and their MPRN’/GPRN& number which is assigned to their account which will help with

transferring customers to the SoLRs.

CRU Public SoLR Communications

As SoLRs occur in exceptional circumstances, it is important to have effective communications in
place to inform customers of why the SoLR process is happening and that they are aware of the
regulatory support that is available to them. The CRU has a communications strategy in place in
order to ensure that customers are fully aware of why the SoLR eventis occurring and are informed
of how the process works. The SoLRs will be responsible for leading all external communications

with affected customers which includes contacting each customer directly about the SoLR process.

The CRU firstly issues a press release indicating that the CRU has initiated the SoLR process to
ensure affected customers still receive energy as a result of a supplier exiting the market. The

press release explains the length of time customers will be transferred over to the SoLR for (i.e.

7 MPRN stands for Meter Point Reference Number which is a unique identifying number for a customer’s
connection to the electricity network. An MPRN is an eleven digit number which can be found on a customer’s
bill.

8 GPRN stands for Gas Point Reference Number which is a unique identifying number for a customer’s
connection to the gas network. A GPRN is a seven digit number which can be found on a customer’s bill.
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90 days) and also indicates by what date customers can switch to an alternative supplier before
they will be transferred to the SoLR. It informs customers to submit a meter reading to ESBN and/or
GNI to ensure that an accurate read can be transferred to any new supplier and customers are not

subjected to an estimated meter read to avoid any possible larger catchup bills.

The release also informs people that the CRU has directed the SoLRs to engage with any affected
customers who have not switched to a new supplier after the supply period ends with each SoLR.
The SoLRs are required to inform customers that they no longer have to stay with the SoLR if they
do not want to after the last date that the supply is required. This communication is designed to
offer customers who have not switched to a new supplier the option to remain with El or BGE on
a new tariff/contract. It also informs these customers that they have the option of switching to

another supplier after the 90-day lock-in period ends.

The CRU also publishes a dedicated webpage of Frequently Asked Questions (FAQ) on their
website to help people understand why the SoLR event is happening. The questions range from
what an SoLR event is, how it affects an individual, what the customer needs to do if they are
affected and for how long the SoLR will last. The CRU also has a social media strategy whereby

multiple social media sites are utilised to further inform customers of the SoLR event.

CRU spokespeople are also available for interviews as needed. The CRU call centre is also
informed of the SoLR event and can further help inform affected customers if they contact the CRU

directly.

Questions

2. Do you think the CRU’s SoLR communications strategy ensures that customers are fully aware of
why an SoLR event is occurring and are informed of how the process works ? If not please provide
detail regarding why not, and what improvements you think could be made.

3.5 Notice Period for Exiting Suppliers

The transfer period in an SoLR is the time between the date of the SoLR event commencing to the
final date when customers are transferred to the SoLR. The amount of time given to the transfer
period is determined by the type of Supplier exit. When Iberdola exited the Irish market, they gave
5 days’ notice which resulted in having to transfer a large volume of customers in a very short
space of time. All customers were successfully transferred to the SoLRs but there was insufficient
time to allow them to switch to an alternative supplier if they wanted to before this happened. By

contrast, the Panda Power exit, when there was more time between the initiation of the SOLR and
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the transfer of customers to the SOLR meant a more orderly withdrawal from the market was
enabled, allowing time for customers to change to alternative suppliers in advance of being

transferred to the SoLR if they so wished.

The type of SoLR event has an impact on the length of time being available for the transfer period.
SoLR events are exceptional cases where sudden exits can occur, this can result in very little time
being available for customers to switch to an alternative supplier in advance of being moved to the
SoLR. The more time available for the transfer period the better protected customers will be. A
longer transfer period can also ensure a smoother transition of customers over to the SoLR as well

as more time to fully inform customers of the process.

To allow for a more orderly exit from the market and to give customers the opportunity to switch,
the CRU is proposing a notice period of 90 days for suppliers who exit the market for strategic
reasons (i.e. a commercial decision by that supplier). The notice period will be the time between
the date of the SoLR event commencing to the final date when customers are transferred to the
SoLR. The CRU is proposing that this is implemented by adding a new licence condition to the
electricity and gas supply licences. This will only apply to energy supply companies who leave for
business reasons. Companies who exit the market suddenly due to financial collapse will still be
handled under the existing SoLR process. Further information on this potential new licence

condition can be found in Section 5.3 on this consultation paper.

Questions

3. Do you agree with the CRU proposal to provide a 90 day transfer period for strategic exits? If not,
please provide details of why not and what alternative period could be introduced.

3.6 Tariffs for Customers Transferred under SoLR

Any customer that is currently transferred over to the SoLR will automatically be transferred to the
designated SoLRs at a tariff that is agreed between the CRU and the SoLRs. The tariffs that
customers were transferred over on during the 2022 SoLR events was the Standard Domestic
Tariff that both BGE and El offered at the time. The CRU agreed to allow customers to be
transferred over to the SoLRs standard tariff due to the fact that the cost of energy was extremely
high during the energy crisis in 2022 and there was no guarantee at the time that the SoLRs would

be in a position to recoup any costs that they would incur as part of their duties as SoLR.

Electricity and Gas tariffs are influenced by wholesale energy costs, which is the cost of purchasing

power over time to meet projected customer demand. Most energy suppliers typically buy
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electricity and gas in advance at a fixed price in order to avoid the volatility of wholesale prices and
create a more stable cost base on which they can price their tariffs. This is called hedging, and it
can help to smooth the peaks and troughs in prices that consumers would otherwise see in their
bills if suppliers passed through the volatility in wholesale energy markets. When wholesale energy
prices increased sharply in 2022, the impact of some suppliers’ hedging methods meant that the
impact of increasing wholesale prices fed through more gradually into the tariffs paid by
consumers. However, due to the unprecedented increase in the costs of energy, all suppliers

needed to increase their tariffs at various times due to the rising cost of acquiring energy.

How a supplier has hedged will determine their approach to pricing their tariffs. Some energy
suppliers may have bought energy ahead of time and are able to offer a lower tariff to consumers
as a result. Other suppliers may have paid a higher price for the energy and have to offer a higher
tariff to recoup their costs as a result. Depending on the tariff customers were on prior to an SoLR
event they could potentially be put on higher tariffs than they would have been had an SoLR event
not occurred. This can also happen in the reverse with customers being transferred to lower rates
than they were on. In order to offset any unintended financial harm to customers affected by an
SoLR event, the CRU is proposing that customers are transferred over to the best available tariff

a supplier has at the time of transfer.

Energy suppliers acquire customers through a number of channels. This can include branding and
advertising through media channels, outreach via email or telephone, and the use of price
comparison websites. Suppliers spend a certain amount of money on these sales and marketing
expenditures in line with their commercial strategy. As a result, there is a cost associated with

acquiring new customers.

When a SoLR event occurs, the SoLR acquires energy customers from a failed supplier without a
corresponding increase in sales and marketing costs. As the SoLR didn’'t have to spend any
additional money on sales and marketing that would otherwise have been required to acquire new
customers there is a benefit to the SoLR for taking on these customers. Also, when additional
customers are allocated to a SoLR they often stay with this supplier leading them to benefit from
the long-run profit generated from each additional customer over time. The CRU is of the view the
benefit of acquiring these customers should be reflected in the tariff that is offered to SoLR affected

customers. As contracts and tariffs for non-domestic customers can vary depending on their
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individual energy requirements the CRU is proposing that this measure will only apply to domestic

customers.

Questions

4. Do you agree with transferring domestic SoLR affected customers over to the best available
discount tariff an SoLR can offer? If not, please provide details and what alternative tariff options
you would propose.

3.7 Lock-in Period for customers transferred to SoLR

The lock-in period is where MRSO/GPRO will lock down the exiting suppliers’ meters for a period
of time once they have been registered with the SoLRs. Locking down a meter means that no
customer can switch or change supplier once a lock in period is in place. Once with the SoLR, the
customer must stay with them for a period determined by the CRU. This period is considered
necessary to allow the SoLR to effectively manage the supply of potentially large numbers of new
customers and to facilitate the issuing of bills to them. The lock-in periods used in the SoLR events
in 2022 were 90 days in duration for all domestic customers and 60-days for non-domestic

customers.

Most energy suppliers typically buy electricity and gas in advance at a fixed price in order to avoid
the volatility of prices on the wholesale markets and create a more stable cost base on which they
can price their tariffs. They also buy enough energy to meet their projected customer demand
depending on how many customers they currently have. When an SoLR event occurs the SoLRs
wouldn’t have factored in these additional customers into their projected demand. This requires
SoLRs to buy energy with very little notice on the market which are bought for higher prices than
energy that is typically bought ahead of time. The lock-in period is necessary to allow the SoLRs
to recover the costs of providing this short-term energy to affected customers. However, there is
also an added long-term benefit of acquiring these customers as suppliers wouldn’t have had to

spend money on acquisition costs and could potentially benefit from the extra customers.

The CRU is proposing changing the lock in period from 90 days to 60 days for both domestic and
non-domestic customers. The CRU is of the view a 60 day period will allow the SoLRs to recoup
any costs associated with taking on these customers. It will also allow customers a quicker

opportunity to switch to an alternative supplier if they want to.
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Question

5. Do you agree with changing the lock-in period from 90 days to 60 days in duration? If not, please
provide details of what alternative lock-in period you would propose

3.8 PAYG Customers

In CRU/18/112 the CRU considered submissions received from industry considering
improvements to the SoLR regulatory framework as it operates in the electricity prepayment sector.
While the focus of the consultation was prepayment electricity, the conclusions established
principles which would equally apply to all customers (both electricity and gas). There were four
questions put forward in the consultation paper, two of which were decided upon with the other

questions to be considered as part of a future SoLR framework review.

The two questions decided upon were 1) What obligations should the SoLR have with regard to
type of services transferred to it under a SoLR process? and 2) What obligations should the SoLR
have with regard to any credit or debit that has been amassed by customers under the exiting

suppliers?
The CRU decided at the time that the SoLR is not required to:
i.  Maintain the customers original service type in a SoLR event, or

ii.  To honour any existing credit or debit balances that exist on a PAYG customer’s account

with the exiting Supplier at the point of a SoLR event.

The CRU is of the view that these decisions remain in place. The CRU will also engage with all
market participants separately to this consultation to ascertain what, if any, improvements could

be made to the PAYG market for both Electricity and Gas customers.
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4. SoLR Designation

The Commission designated El as the SoLR for electricity in CER/06/006, and BGE as the SoLR
for gas in CER/08/002. The terms and conditions of acting as SoLR were decided upon in these
papers and these designations remain in place today. In accordance with Regulation 21 of S.I. 60
of 2005, the Commission may invite expressions of interest from licenced suppliers to act as SoLR.
The CRU also stated in CER/11/060 that it would pursue offering a competitive process to
determine the SoLR at the time of each event. Under Regulation 21(1)(d) “The Commission may
reconfirm, amend or revoke the designation....as it sees fit” and as such it is open to the CRU to

use this power to change the designation of the SoLR.

The CRU has reviewed how a competitive process at the time of an SoLR event would work and
is presenting how one would operate below. While there are benefits to a competitive process it is
worth noting that putting this process in place would be complex. The CRU is interested to see

responses from interested parties on this.

4.1 Competitive Process

In order to implement a competitive SoLR appointment process suppliers which have the
operational and financial capacity to act as the Supplier of Last Resort would need to bid against
each other to take on the role of SoLR at each event. Any potential SoLR supplier would need to
have the minimum systems in place to be ready to transfer and suddenly take over new customers
from the failed or exiting supplier. They would need to have the necessary processes in place to
communicate with and respond to new customer queries, and they also need to able to deal with
various consumer groups with specific needs such as prepayment customers and vulnerable
customers. They would also need to be deemed financially robust in order to take on any
unexpected customer numbers at short notice, as the SoLR process should reduce the build-up of

financial risk within the sector, rather than add to it.

A competitive process would firstly need a large number of suppliers to meet the minimum
operational requirements and then compete against each other every time an event is called. Given
the size of the Irish market this may not be feasible given the amount of suppliers currently

operating here that would meet these requirements.

Furthermore in order for a competitive process to function properly the appointment of the SoLR
needs to happen quickly to ensure arrangements are in place to maintain continuity of supply to
customers (in extreme circumstances an appointment may be required within 24 hours of a

supplier exit). In that context, a full ‘end-to-end’ competition after each event would be
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inappropriate given the timescales required. Instead the CRU is of the view that a two-stage

process as illustrated in Figure 1 below would be required.

Pre-Qualification Stage {ongoin Bidding Stage (during SoLR event) SolLR appointment (+24-72 hours

. . . During a specific SoLR event, pre- After SoLR bids have been received
Open on an ongoing basis to provide qualified suppliers would be required to {potentially within 24 hours), the CRU
opportunities for new entrants with a submit bids to take on the role of SoLR will appoint the SoLR based on a multi-
review of operational plans every 2-3 - following the exit of a supplier. Must - criteria assessment of price (tariff
years to ensure that potential SoLRs provide specific details of a default offer), willingness to forego a SoLR
would be ready to respond at short tariff offer, actions to secure supply, claim, and adequacy of plans to enact
notice if required and approach to the operational the transfer of customers.

transfer of customer accounts and
customer support.

Figure 1: Example of a high-level approach to competitively appointing the SoLR.

Whilst the competitive selection process requires an additional step in the process (the bidding
stage in response to an SoLR event), the CRU is of the view that a well implemented process
should not be an extended process that creates additional regulatory uncertainty for other industry
parties. Due to the risks that this may carry if it were put into practice the CRU would need to work

with any pre-qualified suppliers to practice a “dry run” event to test the readiness of this approach.

4.1.1 Pre-Qualification Stage

The first stage would be a pre-qualification stage. During the pre-qualification stage, suppliers
interested in becoming eligible to act as SoLR could apply to the CRU at any time. The purpose of
the pre-qualification stage would be for the CRU to review the supplier’s plans and processes for
taking on and supplying new customers through an SoLR event (including its plans and processes
for procuring additional wholesale electricity and/or gas supplies at short notice; its plans for
communicating with new customers; and its plans for handling an increase in customer contacts)
to ensure that it is operationally ready to respond at short notice if required. This would be a
pass/fail stage dependent on whether the supplier achieves a minimum quality of submission to
demonstrate adequate plans and processes. The CRU would then ask pre-qualified suppliers to
refresh their plans every 2-3 years to keep them up-to-date or remove their pre-qualified status if
we are concerned that their plans are no longer adequate. The CRU would have to work with

interested suppliers to develop the pre-qualification criteria and assessment process.
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4.1.2 Bidding Stage

The second stage is a ‘bidding stage’ which takes place after the CRU has received notice that
another supplier intends to exit the market via the SoLR process. At this stage, the CRU would
issue a notice to all pre-qualified suppliers inviting them to submit bids to be appointed as SoLR in
response to the relevant exit event. Each pre-qualified supplier would then be required to respond

quickly (potentially within 24 hours) with their intent to participate in the live bidding stage.

Pre-qualified suppliers which participate in the bidding stage must provide two pieces of
information: (i) its tariff offer that would be applied to customers transferred across from the failed
supplier; and (ii) a voluntary statement on whether it will absorb the cost of the SoLR event, or a

notification to the CRU of its intent to raise a SoLR cost claim at a future date.

The CRU may also need to ask for other, event-specific information related to the transfer process
on a case-by-case basis, where it determines that this information is necessary to protect the

interests of consumers and support the functioning of the retail market.

4.1.3 SoLR Appointment

The CRU would then select the bid which it considers to be in the best interest of customers being
transferred to the SoLR and the wider base of electricity and gas customers. It will consider the
bids ‘in the round’ and it will explain how it took into account the different factors of each bid,
including with respect to the supplier which offered the lowest default tariff for transferred SoLR
customers, and how it determined which bid is likely to represent the lowest cost risk to the wider

base of electricity and/or gas customers overall.

Whilst the competitive selection process requires an additional step in the process for the CRU
(the bidding stage in response to an SoLR event), the CRU would not intend to create an extended
process that creates regulatory uncertainty for other industry parties. If the CRU were minded to
implement a competitive process in the future it would need to be a process that will enable the

appointment to be made quickly.

Interested bidders would need to provide substantially completed bids as in some cases there may
not be opportunities for the CRU to ask clarificatory questions of the bidders — especially when an
appointment needs to be made within 24 to 48 hours in the event of a sudden exit. The CRU does
not underestimate the implementation risks around this new approach, and so the CRU would

need to work with industry to organise a ‘dry run’ if it is minded to implement this in the future.
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Question

6. Would you see benefit in potentially appointing the SoLR through a competitive process at the time
an event is called? If not, please provide details of alternative appointment processes.

The existing SoLR designations have been in place for over 15 years and as such the CRU is also
considering holding a competitive process for the SoLR designation itself. This would involve
running a competition for all electricity and gas suppliers with the winning suppliers being
designated the SoLRs for a period of say 2 to 5 years. The winning suppliers would be required to
step in and supply customers if an SoLR event is called by the commission during this period. The
CRU would then run another competitive process six months in advance of the period ending to

determine which supplier should be designated the SoLR for the next 2 — 5 years.

If no suppliers are determined through this competitive designation process the CRU has the right
to retain the current SoLR designations. The existing designations give a guarantee that customers
will continue to receive energy if a supplier exits the market. A competitive designation process
may also create uncertainty to the market and consumers as there is no guarantee a supplier

would even be chosen through this competitive process.

Question

7. Would you see benefit in having a competitive process to designate suppliers as SoLR for a period,
and then repeating a competition process at various intervals thereafter? If not, are there other
designation processes that you think would be beneficial to consider.
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5. Measures to avoid SoLR

Regulation 21 of S.I. 60 of 2005 and section 21A of the Gas (Interim) (Regulation) Act 2002
requires the CRU to include in the SoLR designation any terms, conditions or requirements
considered necessary by the Commission in respect of the functions of the SoLR. It is open to the
CRU to use this power to specify particular functions of the SoLR going forward by way of
introducing new conditions under specific terms. This may be necessary where additional

obligations are required to ensure the SoLR functions as it should.

The CRU is proposing introducing a number of new aspects to the existing SoLR framework in
order to reduce the likelihood of supplier failure but also to minimise any costs that might be
mutualised across consumers as a result of that failure. The purpose of these proposals is to have
mechanisms in place that allow the CRU to monitor suppliers and their approach to managing
financial risks, ensure suppliers are undertaking their business in a financially responsible way,
and to provide earlier warning of potential SoLR events. The measures are at an early stage and
the CRU is seeking stakeholder feedback and discussion on them. If the CRU is minded to develop

these measures further, it will work with Industry on how best they can be implemented.

The CRU recognises that in a competitive market suppliers may occasionally fail and exit the
market. The CRU’s goal is to ensure that the SoLR mechanism is used only where necessary and
that both the CRU and customers of the affected supplier have the necessary time to act and
minimise the impact of failure. The proposed changes vary from a new licence condition to
encourage responsible financial risk management by suppliers, enhanced financial reporting
requirements to enable the CRU to monitor leading indicators of risk, and a new licence condition

that would require suppliers to give 90 days’ notice for strategic exits.

The CRU is also proposing other measures that could further minimize the impact and cost that
SoLR events might have on consumers These vary from parent company guarantees, minimum
capital requirements, the creation of a SoLR offset liability and supplier performance bonds.
However these measure would require extensive legal and regulatory changes in order to

implement.

The new measures proposed in the following sections will help avoid initiating SoLR events if a
supplier is in financial trouble or is considering leaving the Irish market. However, when financial
difficulties emerge, the CRU would expect any supplier to provide as much early warning to the
CRU as possible. This would allow the CRU and suppliers to engage in the process of contingency
planning and determining what the best steps would be in advance of a potential exit. It could also

help avoid having to initiate the SoLR process at all with an alternative approach taken if needed.
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All information provided by suppliers around potential exits would be subject to strict confidentiality

between the supplier and the CRU.

5.1 Financial responsibility Licence Condition

The CRU is seeking views on implementing a new financial responsibility condition to the existing
Gas and Electricity Supply Licences. This new licence condition would create an obligation on
suppliers to have adequate financial arrangements in place to meet its reasonably anticipated
financial liabilities as they fall due on an ongoing basis, and access to committed sources of liquidity
to enable the supplier to trade for at least the next 12 month period. The aim of the financial
responsibility condition is to ensure that licensees manage their business in a financially

responsible manner and with measures in place to properly manage their business risks.

It would aim to ensure that suppliers engage in sustainable pricing of their tariffs to ensure that
they recover costs over a reasonable period. It would also ensure that suppliers have the ability to
finance their overall business plan. Once the license condition is in place suppliers would confirm
this information to the CRU and then be required to periodically confirm this information every 12

months.

The CRU expects the principles of this new licence condition are already being implemented by
suppliers. However, this new licence condition will provide assurance to the CRU that suppliers
are engaging in responsible financial management and have appropriate risk management
processes in place. It will help to discourage suppliers from adopting business models which are
excessively risky relative to the financial resources available to the business, or from pricing
strategies which are loss-making over an extended period. This will also reduce the risk of sudden

exits from the market and require the SoLR process to be initiated.

The CRU will consult further on the contents of this new licence condition, the guidance around it,
and how the CRU might respond to concerns that suppliers were not being managed in a financially

responsible manner.

Question

8. Do you have any comments and/or do you agree that there should be a new licence condition
which requires suppliers to have appropriate financial risk management arrangements in place at
all times?
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5.2 Enhanced Financial Reporting and Monitoring
Prudential Regulation

Irish legislation is currently being drafted which is expected to include requirements for electricity
suppliers to provide information to a ‘competent authority’ on their hedging strategies. Directive
(EU) 2024/1711° has recently amended Directive (EU) 2019/944 in June 2024 with a requirement
for this to be implemented into Irish law. Article 18a compels national competent authorities to
implement prudential regulation for electricity suppliers. Article 18a introduces measures to ensure

supplier resilience in the event of sharp price fluctuations on the wholesale market.

The Council of European Energy Regulators (CEER) has published a report’ that interprets Article
18a which presents existing prudential mechanisms and provides examples from various countries
in Europe. These insights help competent authorities develop their own mechanisms, based on
established practices. The paper presents a framework on what tools and techniques would be

required to monitor supplier hedging.

While the CRU hasn’t been designated as the national competent authority for monitoring hedging
strategies yet, it is expected that this may be the case. With this in mind the CRU is proposing
potential enhancements to the financial reporting that suppliers currently provide as part of the

Retail Market Monitoring framework.

Enhanced financial reporting and monitoring

Suppliers currently report financial metrics to the CRU as part of its Retail Market Monitoring
framework. The CRU is of the view that expanding these financial reporting obligations could
provide the CRU with more forward-looking information which could provide early warning of

potential SoLR events and to prepare accordingly.

The current indicators the CRU receives from suppliers are Retail Margin data and are focused
primarily on metrics closely related to the income statement. The CRU is proposing new enhanced
financial reporting metrics that would expand on these and include metrics from the balance sheet
statement, including the amount of equity capital in the business available to absorb losses and,
where the supplier does not have access to sufficient sources of long-term debt, provide liquidity

to manage anticipated financial liabilities as they fall due on an ongoing basis.

° Directive (EU) 2024/1711 of the European Parliament and of the Council of 13 June 2024 amending Directives
(EU) 2018/2001 and (EU) 2019/944 as regards improving the Union’s electricity market design

10 Use of prudential regulation mechanisms to promote effective supplier risk management in the energy
sector
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The CRU is of the view that this wider range of financial metrics which could provide early warning
signs of supplier exits and would enable the CRU to take action if required, such as the supplier

and CRU encouraging customers to switch before any potential SoLR event may occur.

The CRU is proposing requiring suppliers to provide financial reports and new market indicators to
the CRU on a half yearly basis although the frequency of submission may need to increase if the
CRU has any concerns based on the data. The types of metrics the CRU is proposing for inclusion

in the new financial reporting are:
e Shareholder Funds Per Customer
o Net Assets Per Customer
e Customer Credit Balances per customer (& as % of revenue)
e Trade creditors as % of revenue
o Hedged volumes as % of forecast demand

The CRU is of the view that these metrics should be straightforward for suppliers to report to the
CRU on a regular basis, as the information is currently produced in the normal course of business.
As such there should be a relatively low regulatory burden on suppliers to provide this information.
The information is not intended to be published as part of any reports and will only be used for

internal CRU monitoring.

Question

9. Do you have any comments, and do you agree with the potential introduction of new enhanced
financial reporting and monitoring to fulfil the need to provide an early warning mechanism of
SoLR events?

5.3 90 Day Notice Period Licence Condition

The CRU is proposing creating a new supply licence condition that requires suppliers exiting the
market for strategic reasons to provide at least 90 days’ notice and to facilitate customer switching
before the lock-in takes place. This new licence condition would ensure that supply groups which
have the financial resources to continue to operate temporarily exit the market via a managed
process are required to do so. This would take the form of either a trade sale to a private buyer, or
an orderly process to encourage customers to switch to other retailers, thereby reducing the

number of customers transferred through the SoLR process.
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The CRU intends to prevent suppliers from exiting the market at less than 90 days’ notice where
this reflects a ‘strategic’ business decision for reasons including, but not limited to, failure to
achieve a target market share, failure to achieve a target rate of profitability, or because the

ultimate investor wants to reduce its exposure to the retail energy market.

The CRU recognises that there may be exceptional circumstances where a supplier fails at less
than 90 days’ notice. For example, due to the significant wholesale energy price increases in 2021
and 2022, there were several instances in Great Britain where smaller supply companies became
insolvent at short notice. However, in most cases we would expect a financially responsible
supplier to recognise the risk of insolvency and to engage with us well in advance of exiting the
market. We also consider that there is a risk that energy suppliers could use the SoLR framework
to exit the market at very short notice even when they are part of a larger corporate parent group

with access to sources of funding which could support a more managed exit from the market.

Due to the sudden exit of Iberdola in 2022, customers were unable to switch to a different supplier
in advance of lock-in and as such were locked into a supply contract with the SoLR for a period of
90 days. By contrast, the exit of Panda Power provided a wider window of time for customers to
find an alternative supplier before being locked in.

The CRU is of the view that this new licence condition would provide more opportunity to enable
voluntary customer switches before the transfer of customers to an SOLR and the start of any
‘lock-in’ period and reduce the amount of potential SOLR costs which must be ‘socialised'"” across
the rest of the consumer base, thereby addressing some of the issues encountered during the

Iberdrola event.

The CRU is of the view that this licence condition is feasible for supply companies with the financial
resources to oversee a managed exit from the market. This licence condition would not apply to
companies where an application has been made to appoint an administrator of the company, of

where the company does not have access to sources of liquidity or financial support from a parent

11 Socialized costs are costs which are shared amongst consumers evenly rather than one party taking on the
costs individually
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group to continue serving customers beyond 90 days and have to leave the market suddenly under

the SoLR process.

Question

10. Do you agree with a new licence condition that requires suppliers to give 90 days’ notice when they
exit the market for strategic business reasons?

5.4 Other measures to avoid SoLR events

A number of other measures are being proposed that could further enhance the CRU’s ability to
minimize the impact and cost an SoLR event has on consumers. Implementing these measures
would require extensive changes to the existing legislative and regulatory framework in Ireland.

The CRU is interested to hear from stakeholders on these potential future measures.

Parent Company Guarantees

This measure would require the parent company of an energy supplier to guarantee some or all of
its financial liabilities to provide ongoing assurance to the CRU that the supplier will be able to
meet it financial liabilities as they fall due, and that its ultimate investor will have the necessary
liquidity to manage market risks and absorb losses. Since this requirement would only apply to
suppliers with a parent company and a high-quality credit rating that provides access to debt
finance, the CRU is conscious that it might leave smaller and independent suppliers more

vulnerable to financial risks but is interested to hear stakeholders’ views on this measure.

Minimum Capital requirements

This measure would require suppliers to maintain minimum levels of capital on their balance sheets
to provide a “financial buffer” that would aid in withstanding any sudden market shocks, such as a

significant increase in wholesale energy prices which could not be passed through to consumers.

A minimum capital requirement would require suppliers to maintain a minimum amount of equity
(or ‘Net Assets’) on the balance sheet to provide a risk absorbing capital buffer. The purpose of
the minimum capital requirement is to ensure that all suppliers maintain appropriate financial
resources to weather short-term liquidity shocks and/or to withstand a period of losses, without

needing to exit the market at very short notice.

In Great Britain, Ofgem is introducing similar requirements to improve the financial resilience of
the retail market, where minimum capital requirements are set on a ‘per customer’ basis. If the
CRU were to introduce minimum capital requirements to the Irish market, we would need to consult

with suppliers to explore and establish the appropriate threshold values by requesting detailed
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information on historical financial performance. The CRU recognises that this would be a resource
intensive exercise for affected stakeholders and would also require periodic review by the CRU to
ensure that minimum requirements are set at an appropriate level. The CRU’s current view is that
this would be a substantial change to the regulatory framework. The CRU would nonetheless

welcome views from stakeholders on this measure.

Supplier Performance Bonds

This measure would require energy suppliers to hold performance (or ‘surety’) bonds with
commercial bond providers, such that in the event of the supplier exiting the market the value of
the performance bonds would be available to reduce any costs that might otherwise need to be
socialised across all energy consumers. Once the CRU revokes the licence of a supplier that
leaves the market through the SoLR process, the CRU would then be able to access the funding
under the bond to cover costs associated with the SoLR process. Implementing supplier
performance bonds would ensure any costs associated with supplier exits under the SoLR
framework would be better reflected in the pricing of tariff offers. It would also ensures that other

energy consumers are less exposed to the risk of socialised costs when a supplier exits the market.

SoLR Offset Liability

Another measure that could be introduced is creating an SoLR Offset Liability, such as the SoLR
Levy Offset which Ofgem intends to introduce in the UK. The Offset Liability would require suppliers
to execute a legal deed that creates a financial liability to pay the relevant networks (ESBN and
GNI) the amount of any SoLR cost claim in the event that a supplier’s licence is revoked by the
CRU. This would then allow either ESBN or GNI to recover funds from a failed supplier through
the insolvency process where the failed supplier has residual assets available to pay creditors,
with any money that is recovered being returned to consumers through lower future network
charges. In order to implement an SoLR offset liability the CRU would need to introduce new

licence conditions for both suppliers and network operators.
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Step in Rights

There may also be situations where it may not be feasible for the CRU to appoint a SoLR,
particularly if the failed supplier was too large in terms of customer numbers. If a large supplier
were to exit the retail market and a private market buyer cannot be found at short notice, the SoLR
process may not be in the best interests of energy consumers. While the prospect of the largest
suppliers exiting may seem remote, the CRU is mindful of both the failure of Bulb Energy when it
exited the UK retail market in 2021 and the larger trade sales which have occurred in the UK market
in recent years. If the CRU determined that the SoLR process would not be able to cope with a
large supplier exiting, then it would need to engage with the Irish government to “step in” and either
provide temporary public funding to the failed supplier or potentially take ownership of the failed
supplier. The level and extent of step in rights is ultimately decided by the government based on a
number of factors and would require engagement with industry to determine what would be

required.

Question

11. Do you have any comments, and/or agree with the proposed measures in any of the below
categories:

- 9a Financial Responsibility Licence Condition

- 9b Enhanced Financial Reporting and Monitoring
- 9¢ 90 Day Notice Period Licence Condition

- 9d Parent Company Guarantees

- 9e Minimum Capital Requirements

- 9f Supplier Performance Bonds

- 9g SolLR Offset Liability

- 9h Step in Rights
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6. Cost Recovery

In 2022, two energy suppliers withdrew from the Irish market due to rising energy prices: Iberdrola
in June 2022 and Panda Power in September 2022. The SoLR process for these two events led
to the transfer of 48,500 electricity and 18,600 gas customers to El and BGE. SoLRs can incur a
range of costs associated with the process of setting up and transferring customers from the failed
supplier. The SoLR may wish to then apply to the CRU to recover these costs so that they are

remunerated for ensuring continuity of supply to affected customers.
Examples of the types of costs the SoLR can incur are:

Wholesale energy costs - The SoLR must procure electricity and gas supplies on behalf of SOLR

customers at relatively short notice.

Network Costs - Network charges form an element of the standing charge on customer bills.
Suppliers determine what level of these charges they either absorb or pass onto their customers

through their billing.

Operating and Administration Costs — These costs are energy supplier's own costs for retailing
energy, including but not limited to metering and billing, customer services, property rents and IT

costs.

Financing Costs — Costs the SoLRs required in order to finance serving SoLR customers before

remuneration occurred.

Other Costs - Costs which do not fit under a defined category but have been incurred as part of
the SoLR.

In order to provide a way to repay these costs to the SoLR an appropriate cost recovery mechanism
needs to be established. Cost submissions to the CRU also need to be accurate so that they can
be reviewed as efficiently as possible to determine the appropriateness of remunerating the
SOLRs.

6.1 Network Charges

S.1. 60 of 2005 provides for the designation of Suppliers of Last Resort on any terms, conditions
or requirements considered necessary by the Commission in respect of the functions of the
Supplier of Last Resort. The terms and conditions were consulted upon and are contained in
CER/05/006 and CER/05/005.

41



An Coimisitn um Rialail Féntais Commission for Regulation of Utilities

Regarding electricity costs, the CRU stated the recovery of costs is to be provided for via the TUoS
charges and the Commission will provide for sufficient working capital costs to cover the TSO for
the costs of funding any payments associated with the SoLR until they can subsequently be
recovered by the TSO through TUoS. In the corresponding gas designation paper the costs were

to be recovered through an industry charge or network charge.

The following sections detail the different mechanisms that could be used for remunerating SoLRs

and the effectiveness of applying them within the current regulatory framework.

Electricity and Gas Network Charges

All electricity and gas suppliers in Ireland are required to pay network charges to ESB Networks
(in the case of electricity suppliers) and GNI (in the case of gas suppliers). These charges are
designed to fund investment deemed necessary to maintain the efficient and safe operation of the

electricity and gas grids in Ireland, as well as to recover other regulatory pass-through costs.

The level of funds that network companies can recover is set in advance (ex-ante) by the CRU
over a five-year period as part of its electricity and gas network price control frameworks (currently
PC5 and PR5). The CRU then subsequently sets the charge which is levied on energy suppliers
(on a €/kWh basis) on an annual basis based on expected demand through the networks. These

charges are then passed through to consumers through the retailers’ supply tariffs.

Network Charges could be used to recover additional costs incurred by the SoLRs, El and BGE

as follows:

o ESBN and GNI could be instructed to transfer allowed SoLR costs to the SoLRs (currently
El and BGE) by the CRU in advance of the next tariff year (e.g. 1st October 2024 to 30th
September 2025).

e These costs are then subsequently passed through to the level of network charges which
ESBN and GNI are allowed to recover from electricity and gas suppliers over the tariff year
so that ESBN and GNI are compensated for their transfer of funds to El and BGE.

Both El and BGE have previously been remunerated for their role as SoLR in the 2022 events by
this method. Although this method creates a role for ESBN and GNI in financing the SoLR payment,
the costs associated with the 2022 events were not material in the context of the overall revenues

of the network companies.
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Alternative Cost Recovery Mechanisms

PSO Levy

Another option available is that additional costs incurred by the SoLR are passed through to the
PSO levy which is charged to (or sometimes paid to) final electricity customers. The PSO Levy is
collected from retail electricity suppliers by EirGrid which then makes support payments to (or
recovers payments from) schemes funded by the PSO. Supported schemes currently include the
Renewable Electricity Support Scheme (RESS) and the Renewable Energy Feed-In Tariff (REFiIT).
The CRU are responsible for determining the annual PSO Levy based on the expected cost of

these schemes.
The PSO Levy could be used to recover additional costs incurred by the SoLR as follows:

e EirGrid renumerates El and BGE for the additional SoLR costs allowed by the CRU in

advance of the next PSO Levy year.

e These costs are then passed through to the level of funds that EirGrid needs to recover

from electricity consumers via the PSO Levy over the course of the next tariff year.

While this approach is similar to the network charges route, the CRU is of the view there are two

main drawbacks to this option.

First, the 1999 Electricity Regulation Act (Section 39) sets out that the Irish Government can direct
the CRU to impose Public Service Obligations on electricity undertakings which takes account of
general social, economic, and environmental factors. However, the PSO Levy can only be
imposed in relation to a relatively narrow set of activities (security of supply; regularity, quality, and
price of supplies; environmental protection; and the and the use of indigenous energy sources). It
is not clear whether SoLR activities (to ensure continuity of supply) would necessarily fall within

any of these definitions.

Second, the PSO is levied on electricity consumers only. This implies that either the costs
associated with the transfer of gas consumers to El and BGE are pushed onto electricity
consumers, or that the costs associated with the transfer of electricity consumers to El and BGE
are recovered through the PSO while costs associated with the transfer of gas consumers are
recovered from another mechanism (e.g., network charges). While this approach is used in other
jurisdictions, the CRU is of the view that the administration of managing two separate renumeration
schemes would be complicated and is minded to look for an option that would be more efficient to

manage.
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Regulated Last Resort Supply Tariff

In some other European countries, such as Spain and Portugal, there is a regulated Last Resort
Supply Tariff which is available to economically vulnerable consumers, or consumers in an area of
the market where there are no market offers, via a designated Supplier of Last Resort. The Last
Resort Supply Tariff is set by the regulator and is typically composed of a network access tariff,
plus a variable energy cost component (based on wholesale market prices) and a supply cost

component (reflecting supplier operating costs).

In Ireland, since the electricity retail market was fully deregulated in 2011 and the gas market in
2014, the CRU no longer regulates energy tariffs. As a result, this remuneration option would not
be feasible under the current regulatory framework and would not be deemed workable for

remunerating SoLRs.

Proposed Approach

The CRU is of the view that the approach of recovering SoLR costs via network charges levied on
electricity and gas consumers is the most appropriate mechanism available. It is familiar to the
Irish market and ensures that SoLR-related costs can be recovered in a timely fashion whilst
minimising any administrative requirements. There is also an existing precedent for using network
charges as a mechanism as both El and BGE have previously been remunerated for their role as
SoLR in the 2022 events by this method.

By contrast, the PSO Levy and the regulated Last Resort Supply Tariff would require additional
regulatory intervention in the market and likely legislative change. The CRU considers that this
would bring relatively limited benefits and — in the case of the PSO levy recovering gas related
costs through electricity network charges would potentially undermine the appropriate separation
of costs between the two fuels. Additionally, in the case of the Last Resort Supply Tariff, it might
result in very substantial price increases for consumers placed onto the Last Resort Supply Tariff

at times when wholesale energy prices are high.

Question

12. Do you have any comments and/or do you agree that using the Network Charges is the most
efficient and appropriate mechanism to remunerate SoLRs?
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6.2 SoLR Cost Claims

If SoLRs wish to recover costs associated with an event they need to submit detailed claims to the
CRU. These claims are then assessed to determine what, if any, money should be re-imbursed to
the SoLRs. Following the 2022 SoLR events when Iberdrola and Panda Power exited the retail
energy markets, El and BGE made a cost submission to the CRU for consideration relating to the
costs incurred by them in taking on the electricity and gas customers from the exiting suppliers.
Based on learnings from the SoLR events in 2022 there is now a need to have clear guidance in
place for future SoLRs that may wish to make cost claims to the CRU. This guidance will aid the
CRU in understanding the revenues and costs attributable to the SoLR customers and conducting

ex-post reviews of the SoLR claims.

The guidance in the following sections should help to standardise the basis on which future SoLRs
submit cost claims. The guidance also establishes an expectation that the SoLR will provide sufficient
justification and fully traceable supporting evidence such that the CRU will be able to validate,
review and assess individual cost claims.

6.2.1 SoLR Cost Recovery Process

The section sets out the key principles for the basis for future SoLR cost recovery claims. There

are five main headings as follows:
e Criteria used in assessing cost claims
e SoLRs ability to recover or absorb costs
e Period of time which the SoLRs claim can cover
o Type of customers in scope for the claim process
e Deadline for receipt of claims

Criteria Used in Assessing Cost Claims

The CRU will review all cost claims to ensure that the SoLR is only recovering those costs which
it reasonably incurred in supplying the transferred customers. The CRU considers ‘reasonable’
claims to be where the supplier incurred those costs rationally and exercised sound commercial

judgment given the practical need to ensure continuity of supply to affected customers.

In assessing whether the SoLRs claim is reasonable, the CRU will consider whether costs meet

the following criteria:

o Whether the SoLR incurred those costs directly associated with serving SoLR customers.
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o Whether those costs are additional to those costs which it would have incurred anyway in

the ordinary course of serving its existing customer base.

¢ \Whether the SoLR made reasonable efforts to avoid or minimise those costs, such that

they were economically incurred.

To supportits claim, the SoLR will be required to provide an explanation as to why its claim satisfies
each of the criteria described above. The SoLR will also be required to provide evidence to
substantiate its claim and provide traceability between the costs which are being claimed to those

costs which the SoLR can demonstrate were actually incurred.

It is the responsibility of the SoLR to submit clear, traceable and well-justified claims which set out
how the costs incurred meet the above criteria and provide traceability of costs incurred. Claims
which are not well-substantiated and/or costs where the supporting evidence is weak or missing

may be rejected by the CRU.

SoLRs ability to recover or absorb costs

In addition to the criteria outlined above, the CRU will only approve claims where the SoLR
demonstrates that is unable to recover those costs from SoLR customers. The SoLR must be
transparent in stating what revenues it earned from serving SoLR customers during the period
covered by its claim, comparing this to the total costs incurred in serving SoLR customers over the
same period, thereby providing assurance to the CRU that the claim is direct result of incurring

greater costs in serving SoLR customers than the revenues generated from those customers.

The CRU expects the SoLR to show that it has taken into account the likely profits which it might
reasonably expect to earn by serving SoLR customers over a reasonable period after the ‘lock-in’
as some customers will remain with the SoLR after that point rather than immediately switching to
a new supplier. The CRU may also ask SoLRs to explain if and how it has taken the avoidance of
marketing and acquisition costs into account in the formulation of its claim, since it would ordinarily

incur such costs to acquire new customers outside of the SoLR process.

Taking into account the potential longer-term benefits to the SoLR through the acquisition of new
customers, as set out in the points above, the CRU expect that potential SoLRs should first look
to absorb relatively small or marginal cost claims themselves, before they seek the CRU’s approval

to recover costs from the wider base of electricity and gas consumers.

Period Covered for Claim

The CRU is of the view that only those costs which meet the criteria described above and which

were incurred during the ‘lock-in’ period (the lock-in period is currently 90 days, but the CRU is
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proposing to change this to 60 days — see Section 3.6) after the relevant SoLR event will be
considered. In exceptional circumstances, and on a case by case basis, the CRU may, at its
discretion, consider additional costs which were incurred after the ‘lock-in’ period is finished, but

no longer than 6 months after the relevant SoLR event.

Customers within scope of the claims process

The SoLR process covers all electricity and gas consumers in Ireland, irrespective of whether they
are residential, commercial or industrial users. However, the CRU will consider only those costs
which the SoLR incurred in connection with serving residential customers and small non-residential
customers transferred under SOLR. The CRU will not consider any claims on commercial bad debt
for large industrial and commercial consumers. The CRU is of the view that this bad debt can be
pursued through the normal course of business by SoLRs. The SoLRs would also have the option
to disconnect these types of commercial customers if they were unable to recoup the money owed

from them.

Deadline for receipt of claims

The SoLR should submit its claim and associated documentary evidence to the CRU within 12
months of the relevant SoLR event. Any claims that are submitted any later than 12 months will be

rejected.

Questions

13. Do you have any comments and/or do you agree on the SoLR cost recovery process?
14. Do you have any comments and/or do you agree that the cost associated with larger industrial and
commercial consumers should not be covered within the claims process?

6.3 Guidance on SoLRs submission

This section sets out high-level guidance for SoLRs submitting cost claims to the CRU. The
guidance in this section will be finalized into a guidance document once a final decision has been
made by the CRU. This guidance is aimed at helping SoLRs understand what type of costs the
CRU will consider for recovery in connection with SoLR events; in what circumstances; and what
information the CRU requires the SoLR to submit to support and justify its claim. Any claim
submitted to the CRU would need to adhere to the mechanics of the claims process that was

presented in section 6.2 above.
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Guidance on the following cost categories is set out below:
e The total claim being made with a breakdown of categories
¢ Revenues earned from SoLR customers
e Energy Costs
¢ Network Costs
e Operating and administration costs
e Other costs incurred in connection with serving SoLR customers

¢ Financing costs associated with the other categories of costs incurred, as listed above

6.3.1 Total Claim

Any claim for additional costs incurred in connection with serving SoLR customers should state
the total claim as the net difference between total revenues earned from SoLR customers and total
costs incurred in relation to serving SoLR customers during the lock-in period. The SoLR should
provide the monthly breakdown as shown in Table 1 below, along with a disaggregation of the total

claim into the relevant categories.

Month 1 Month 2

Total revenues (A) €
Total costs (B) €
Total claim (A - B) €
Of which:

Energy costs €

Administrative costs | €

Other costs €

Financing costs €

Table 1: Summary of SoLR cost claim

Further guidance on how these lines should be evidenced and justified is set out in Sections 6.3.3
to 6.3.9 below.
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6.3.2 Revenues

In all cases where a claim has been submitted, the SoLR should state the total revenues earned

from SoLR customers on a monthly breakdown, as shown in Table 2 below.
To support the traceability of its claim, the SoLR must also state:

e Total revenue attributable to each customer segment (in €)

e Total consumption attributable to each customer segment (in MWh)

o The effective standing and variable tariff rates attributable to each customer segment (in
€/MWh)

Category Month 1 Month 2

Total revenues €

Residential customers — Group 1

Consumption MWh

Effective tariff rate €/MWh

Total revenue €

Non-domestic customers — Group 2

Consumption MWh

Effective tariff rate €/MWh

Total revenue €

Non-domestic customers — Group 3

Etc.

Table 2: Revenues earned by serving SoLR customers, by customer segment

More than one group is possible per customer segment. For example, the SoLR may have different
tariff structures for different non-domestic consumers depending on their consumption needs and
patterns. The SoLR should make these differences clear as part of its submission to ensure that

its claim is fully transparent and traceable.
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6.3.3 Energy Costs

In all cases where a claim has been submitted, the SoLR should state the total energy costs
incurred in connection with serving SoLR customers on a monthly basis. Table 3 and Table 4 below
provides guidance on how this should be stated, depending on whether wholesale energy is

purchased on the forward or spot markets.
To support the traceability of its claim, the SoLR must also state:

e The value of wholesale electricity and/or gas costs embedded within its default tariff, which
the SoLR is therefore able to recover from SoLR customers directly (expressed in €/ MWh).
The SoLR should explain how it estimates this figure and provide evidence to support its

calculation.

o The forecast volume of wholesale electricity and/or gas costs to be procured and,

separately, actually traded and consumed by end customers (expressed in MWh).

e The price at which the additional electricity and/or gas to supply SoLR customers was

procured (expressed in €/ MWh).

e The basis on which it procured the additional electricity and/or gas to supply SoLR

customers. This means:

o The SoLR should state whether it procured wholesale energy on the spot (e.g. day-
ahead) market and/or it hedged its purchases, e.g. by purchasing forward
contracts. Where it hedged wholesale electricity and/or prices, it should explain the
structuring of its hedging positions, i.e. the combination of single or multiple strike

prices built up over the period preceding the point of delivery.

o The SoLR should state the assumptions it made in terms of forecasting demand
and the main factors which explain any difference between forecast demand and

outturn consumption.

o The SoLR should provide commentary to justify why its approach was considered

the most cost-efficient means of procurement.

Where the SoLR hedged the cost of energy in advance, it must provide documentary evidence
which shows the price at which it hedged, the date and the product purchased. The CRU will use
this evidence to ensure that the hedge was struck at a price which reasonably reflects the market

price of similar traded products.
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Category Unit Month 1 Month 2
Total energy costs across all €
Groups

Residential customers — Group 1

Forecast consumption MWh
Actual consumption MWh
Energy cost embedded in €/MWh
default tariff

Market (hedged) price €/MWh
Total cost for Group 1 €

Non-domestic customers — Group 2

Etc

Table 3: Energy costs incurred by customer segment, where the SoLR hedges wholesale energy

price

Category Unit Month 1 Month 2
Total energy costs across all €
Groups

Residential customers — Group 1

Actual consumption MWh
Energy cost embedded in €/MWh
default tariff

Spot market price €/MWh
Total cost for Group 1 €

Non-domestic customers — Group 2

Etc

Table 4: Energy costs incurred where the SoLR purchases wholesale energy on short-term

market

6.3.4 Network Costs

In all cases where a claim has been submitted, the SoLR should state the total network costs (i.e.
the charges associated with use of the electricity and gas transmission and distribution networks)
incurred in connection with serving SoLR customers on a monthly basis. Table 5 below provides

guidance on how this should be stated.
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Category Unit Month 1 Month 2
Total network costs across all €
Groups
Residential customers — Group 1
Actual consumption MWh
DUoS standing charge €/MWh
DUoS MWh charge €/MWh
TUoS network capacity charge | €/ MWh
TUoS network transfer charge | €/ MWh
TUoS system services charge €/MWh
Total cost for Group 1 €
Non-domestic customers — Group 2
Etc

Table 5: Network costs incurred by serving SOLR customers, by customer segment

This information is required to support the traceability of the SoLR’s claim. Although network

charges are not typically expected to generate costs which are different from those which are

incurred in serving existing customers — and should be recoverable from SoLR customers via the

default tariff — the CRU may ask the SoLR for more information on network costs if required.

6.3.5 Operating Costs

In all cases where a claim has been submitted, the SoLR should state the total operating costs

incurred in connection with serving SoLR customers on a monthly basis, as shown in Table 6

below.

To support the traceability of its claims, the SoLR must also:

e State total operating costs incurred with serving SoLR customers and on a per customer

basis (€ and € per customer).

o Explain the basis on which it has accounted for the operating costs incurred in connection

with serving SoLR customers. For example, for the purposes of this submission the SoLR

might have applied an internal standard top-down operating cost per customer; or it might

estimate the cost from the bottom-up based on the activities which are specific to SoLR

customers.

e Provide its average top-down operating cost per customer for its existing customer base.
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o Where relevant, explain why the average operating cost of serving a SoLR customer are

different from the average operating cost to serve an existing customer.

Category Unit Month 1 Month 2 Total

Number of SoLR customers No.

Total operating costs

Operating costs per SoLR
customer

Operating costs per existing €
customer

Table 6: Operating costs incurred in connection with serving SoLR customers

The CRU would not expect there to be material differences in operating costs between SoLR
customers and existing customers. Where such differences do exist, the CRU expects them to be
sufficiently small that the SoLR would be able to absorb them in light of the avoided costs normally
associated with acquiring new customers and any profits that it would expect to achieve by serving

SoLR customers after the “lock-in” period.

If the SoLR has incurred material additional operating costs in connection with its SOLR activities,
it should provide a clear and sufficient justification for this along with supporting evidence to

substantiate any such claim.

6.3.6 Transfer Administration Costs

In some cases, the SoLR might incur additional costs in connection with managing the transfer of
customers from the failed supplier. For example, it may hire additional staff on a temporary basis
to manage an increased volume of customer contacts during the transfer process and shortly
thereafter.

Where the SoLR wishes to claim for the additional costs of administrating and/or managing the

transfer process, it must:
e State the value of the costs incurred and what activities these are attributed to.

e Provide justification to explain why these costs are additional to those it would have
incurred in serving its existing customer base (e.g. new resources that were not otherwise

employed by the business).
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e Provide evidence to demonstrate that it procured those resources/activities economically.
For example, if it hired additional customer service staff, it might provide the hourly wage

rate for those staff along with a comparison to its own internal customer service staff costs.

6.3.7 Bad Debt Costs (Residential and Small Non-Residential Customers)

SoLR claims may take account of the possibility that some customers transferred to it via the SoLR
process will accumulate unpaid debts during the lock-in period. The SoLR also might take account
of the possibility that it may never recover a portion of these debts (“bad debt”) which is an accepted

cost of doing business in the energy supply market.

Under normal circumstances, the CRU would not expect the SoLR to submit a claim for bad debt
costs incurred during the lock-in period. However, under exceptional circumstances, the CRU may

consider such claims if:

e The SoLR provides evidence to demonstrate that the SoLR portfolio was materially more

indebted than its existing customer book.

e The SolLR is able to demonstrate that it has exhausted all appropriate and economic

actions to recover those debts.

e Those debts are unlikely to be recovered by virtue of their age or account status (e.g.

inactive account when the customer has subsequently left the SoLR.

6.3.8 Other Costs

There is also the possibility of other costs being incurred during the SoLR process which do not fit
within the categories of energy costs, network costs or operating costs (e.g. legal costs). The CRU

is willing to consider such costs and allow the SoLR to recover them. However:
e The SoLR must clearly identify, explain and justify why those costs were incurred.

o The CRU must be satisfied that they meet the same eligibility criteria as set out in sections
detailing the Criteria Used in Assessing Cost Claims & SoLRs ability to recover or absorb

costs above.

The CRU recognizes that SoLR events typically require the SoLR to react at pace. As such it may
not always be possible for the SoLR to benchmark or market test the sorts of atypical costs which
might fall into this category. The CRU will consider whether these costs were economically incurred
but it will take a proportionate approach depending on the scale of such costs relative to the rest
of the SoLR’s claim. This means that where other costs are a large portion of the SoLR’s total

claim, the CRU may conduct a more detailed review.
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6.3.9 Financing Costs

The CRU is aware that the SoLR is expected to finance costs it might have incurred in connection
with serving SoLR customers during the lock-in period until such time as its claim is approved by
the CRU. As a result, there is an opportunity cost to the SoLR in that it could have deployed these
funds elsewhere. The CRU will consider claims for these financing costs where it has allowed other
costs to be included in the SoLR’s claim. However, prospective SoLRs should note that their claim

for financing costs might be reduced if the CRU disallows aspects of its claim.

To ensure a consistent approach to financing costs across all claims, the CRU is proposing that
the SoLR complete a standard excel template. This excel template would be completed at a later
date but would be able to calculate the allowable financing cost based on the total allowable costs
in the SoLR’s claim, the number of months before the SoLR will recover those costs from the

relevant network operator(s) and the interest rate on a commercial deposit account.

Question

15. Do you have any comments and/or do you agree with the guidance for all future SoLR cost
submissions detailed in Section 6.3.1t06.3.9 ?
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7. Next Steps

The CRU welcomes responses to this consultation, which is open until 10t July 2025. Details of

how to respond can be found in Section 1.6.

After considering the responses to this consultation, the CRU will then reach and publish a decision
on the matters in this consultation, and will, in accordance with that decision, update any relevant

policies and procedures.
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Appendix A — Summary of Questions
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10.

11.

12.

13.

As mentioned above, the CRU is not proposing any changes to the current process by which
a SolLRis initiated or processed. However, the CRU would be happy to hear from stakeholders
in terms of any suggested improvements that could be made to either of the current market
procedures for SoLR.
Do you think the CRU’s SoLR communications strategy ensures that customers are fully aware
of why an SoLR event is occurring and are informed of how the process works ? If not please
provide detail regarding why not, and what improvements you think could be made.
Do you agree with the CRU proposal to provide a 90 day transfer period for strategic exits? If
not, please provide details of why not and what alternative period could be introduced.
Do you agree with transferring domestic SoLR affected customers over to the best available
discount tariff an SoLR can offer? If not, please provide details and what alternative tariff
options you would propose.
Do you agree with changing the lock-in period from 90 days to 60 days in duration? If not,
please provide details of what alternative lock-in period you would propose.
Would you see benefit in potentially appointing the SoLR through a competitive process at
the time an event is called? If not, please provide details of alternative appointment
processes.
Would you see benefit in having a competitive process to designate suppliers as SoLR for a
period, and then repeating a competition process at various intervals thereafter? If not, are
there other designation processes that you think would be beneficial to consider.
Do you have any comments and/or do you agree that there should be a new licence condition
which requires suppliers to have appropriate financial risk management arrangements in
place at all times?
Do you have any comments, and do you agree with the potential introduction of new
enhanced financial reporting and monitoring to fulfil the need to provide an early warning
mechanism of SoLR events?
Do you agree with a new licence condition that requires suppliers to give 90 days’ notice when
they exit the market for strategic business reasons?
Do you have any comments, and/or agree with the proposed measures in any of the below
categories:

» -9a Financial Responsibility Licence Condition
- 9b Enhanced Financial Reporting and Monitoring
- 9¢ 90 Day Notice Period Licence Condition
- 9d Parent Company Guarantees
- 9e Minimum Capital Requirements
- 9f Supplier Performance Bonds
- 9g SoLR Offset Liability

» -9h Step in Rights
Do you have any comments and/or do you agree that using the Network Charges is the most
efficient and appropriate mechanism to remunerate SoLRs?
Do you have any comments and/or do you agree on the SoLR cost recovery process?

>
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14. Do you have any comments and/or do you agree that the cost associated with larger industrial
and commercial consumers should not be covered within the claims process?

15. Do you have any comments and/or do you agree with the guidance for all future SoLR cost
submissions detailed in Section 6.3.1t0 6.3.9 ?
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