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1 Executive summary

»  This report has been prepared to support CRU’s consideration of Price Control 6 (PC6)
and the longer-term strategic direction of Ireland’s gas system. It provides an
independent, evidence-based assessment of the future role of natural gas and low carbon
molecules in Ireland, drawing together analysis of the current gas market, the policy
landscape, the main drivers of change, and the implications of different future pathways
for the gas network.

» Natural gas currently plays a significant role in Ireland’s energy system, as the second
largest energy product in the country and a key fuel for power generation, industry and
heating. Gas demand is both volatile and seasonal, with pronounced daily fluctuations
driven by gas-fired power generation and strong seasonality driven by heating demand,
particularly in winter. Ireland’s supply mix is shifting, as domestic production from Corrib
declines and reliance on imports from Great Britain increases. The gas network remains
essential to provide security of supply, enabling gas to be transported across the system
and ensuring sufficient capacity is available to meet peak demand needs.

»  Future demand for natural gas and low carbon molecules will be shaped by the balance
between decarbonisation progress and demand growth, with policy delivery, funding,
supply chains and consumer uptake all determining how quickly natural gas use falls and
whether there is enduring demand for low carbon molecules as a substitute for natural
gas. The pace of change remains uncertain and whilst Ireland’s decarbonisation ambitions
are more clearly defined to 2030, actual progress in many areas is slower than required to
achieve these ambitions. Beyond 2030, ambitions and policy targets are less clearly
defined, leaving significant uncertainty over the pace of change to 2050.

> Baringa has developed scenarios to reflect the uncertainty surrounding the future role
of gas in Ireland. While the overall direction of policy is clear, there is significant
uncertainty over how quickly decarbonisation will be delivered in practice and what this
will mean for gas demand, gas supply and network use. Scenario analysis provides a
structured basis for illustrating this uncertainty and testing how different transition
pathways could affect the future role of gas. This is particularly relevant for PC6, where
investment decisions will be taken in the near term but may have implications beyond the
price control period.

»  This report sets out three scenarios that reflect different paces of decarbonisation. The
Policy Ambition scenario represents the fastest transition pathway and is anchored to the
broad delivery of current policy objectives, although still with some delays where current
progress suggests targets may not be met on time. The Balanced Pace scenario reflects a
more moderate transition, where policy is only partially delivered and progress is more
closely aligned to projects and delivery pathways that are currently visible. The Delayed
Transition scenario reflects a slower pathway in which current gaps between policy
ambition and delivery persist, resulting in a more sustained role for natural gas over the
longer term. Together, these scenarios illustrate a range of possible outcomes for gas
demand, molecule supply and network use to 2050.
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Across all scenarios, gas demand remains relatively robust during the PC6 period,
reflecting the continued role of natural gas in power generation, industry, the built
environment and some growing demand sources such as data centres. The network is
therefore likely to remain critical to transporting significant volumes of gas, maintaining
security of supply and meeting peak demand requirements.

Over the medium to longer term, these scenarios demonstrate that there is significant
uncertainty over the future role of gas in Ireland and different transition pathways imply
materially different outcomes for gas demand, molecule supply and the future use of the
existing network. In faster decarbonisation pathways, annual gas throughput declines as
electrification, energy efficiency and renewable deployment reduce demand, particularly
in buildings. This implies that the network may increasingly serve a narrower set of uses,
with gas demand becoming more concentrated in sectors that are harder to electrify or
where gas continues to provide system flexibility. In this context, the value of the network
may increasingly lie in the provision of peak capacity and resilience, rather than in
transporting high annual volumes of natural gas across all sectors. However, natural gas
could be required to fill the gap in slower decarbonisation pathways, where policy
ambition is not realised, reinforcing a continued reliance on natural gas.

The changing and uncertain future role of gas has clear implications for how the
network should be planned during PC6 and beyond. The main implication for network
planning is the need to maintain safety, resilience and security of supply in the near term,
while preserving flexibility to respond to a range of longer-term pathways. In practice, this
points towards a no-regret and adaptive planning approach, with investment focused on
maintaining current system capability and enabling proportionate responses to future
changes in demand, supply and network use.
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2 Introduction

2.1 Background

As part of the CRU’s legislative duties under section 10A of the Gas Act 1976 (Gas Act) (as amended
by 14 of the Gas (Interim) (Regulation) Act, 2002 and subsequent legislation), the CRU approves the
charges that Gas Networks Ireland (GNI) places on its customers. These charges constitute GNI's
allowed revenue and are set every five years in a process called a ‘price control.’

The next Price Control period, PC6, runs from October 2027 to September 2032. This is an important
time for the development of the gas network in Ireland amongst a backdrop of decarbonisation and
security of supply needs. This PC6 period carries long-term implications for customers, infrastructure
development, and the achievement of national climate objectives.

Ireland’s energy policy direction is clear in seeking to reduce fossil fuel use and achieve climate
neutrality by 2050. However, the pace and pathway of change remain uncertain. The future role of
natural gas and low carbon molecules in Ireland will depend on a range of factors, including the
delivery of climate policy, the rollout of electrification and renewable generation, the development
of biomethane and hydrogen, and changes in demand across sectors such as power, buildings,
industry and data centres. These factors could lead to materially different outcomes for gas demand,
gas supply and the future use of the gas network.

This creates a challenge for the CRU and GNI during PC6. The network will continue to require
investment to maintain safe and reliable operation, but longer-term uncertainty means it is less clear
how the role of the network may evolve beyond PC6.

Considering this challenge, CRU has commissioned Baringa to undertake an analysis on the future
role of natural gas and low carbon molecules in Ireland, to support the strategy paper and the
strategic orientation within the PC6. This report is intended to inform the regulatory decisions by
evaluating the strategic implications of the evolving gas landscape in the long-term.

Following this report, Baringa will undertake further analysis to consider the implications for the
future network needs across each of the three scenarios outlined in this report. This analysis will be
presented in a Network Needs Assessment, which is intended to provide CRU with a clear forward-
looking view of what the gas network needs to consider, so that future price controls are funding the
correct investments, delivering value for money, supporting net-zero/energy transition goals and
maintaining a safe, reliable service without unnecessary cost to consumers. This assessment will
include Baringa modelling of future peak day demand requirements across each of the scenarios
developed in the Future of Gas report, and will also be informed by GNI's PC6 submissions, Core
Flexibility Report, and Network Development Plan.
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2.2 Aims and objectives

The overall aim of this project is for Baringa to provide the CRU with a comprehensive analytical
assessment that considers how the Irish gas market could evolve in the context of Ireland’s Net Zero
ambitions. The includes:

» A qualitative assessment of the current role of natural gas in Ireland and the structure of
Ireland’s natural gas market

» Identification of the drivers of change, impacting natural gas demand and the supply of
natural gas and other low carbon gases

»  Scenario analysis of future decarbonisation pathways to demonstrate the range of future
demand and supply uncertainty

» Consideration of different decarbonisation pathways and assessment of the implications of
different outcomes of future network investments, consumer costs and GNI’s license
obligations

2.3 Structure of report

This report has been structures as follows:

Section 3 — Overview of Ireland’s gas market: Overview of Ireland’s current gas market, including
patterns of gas demand across sectors, sources of supply, key market stakeholders, and the main
components of retail gas pricing.

Section 4 — Energy policy landscape: Outlines the EU and Irish policy framework shaping the future
role of gas in Ireland, including climate targets, decarbonisation measures, and strategies affecting
demand, supply and energy security.

Section 5 — Natural gas demand drivers: Assessment of the main drivers shaping future demand for
natural gas and low carbon molecules in Ireland, including the pace of decarbonisation, policy
delivery, technology uptake and demand growth across key end-use sectors.

Section 6 — Future molecule supply: Evaluation of the main drivers shaping future molecule supply in
Ireland, including declining indigenous gas production, continued import dependence, and the
potential growth of biomethane, hydrogen and other alternative supply sources.

Section 7 — Scenario framework: Details the assumptions used for each of our three scenarios,
explains the modelling approach sector-by-sector and analyses the model outputs of total annual gas
demand for each sector.

Section 8 — Network implications: Considers the implications of the scenario analysis for Ireland’s
gas network, including how future changes in gas demand and molecule supply could affect network
use, planning, cost recovery and GNI’s obligations during PC6 and beyond.
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3 Overview of Ireland’s gas market

This section provides an overview of Ireland’s current gas market, including patterns of gas demand
across sectors, sources of supply, key market stakeholders, and the main components of retail gas
pricing.

3.1 Summary

» Natural gas is the second largest energy product in Ireland used extensively across multiple
key sectors.

» Gas demand in Ireland fluctuates daily and is highly seasonal. Daily fluctuations are driven by
the role of gas in power generation where gas meets both baseload generation and is a key
source of flexibility to fill gaps from intermittent renewable generation. Seasonality is driven
by the residential sector, with winter day demand around 3-5 times higher than in the
summer. To meet high levels of daily volatility and annual seasonality Ireland’s gas network is
sized and maintained for peak demand, and Ireland has access to flexible sources of gas

supply.
» Around 80% of Ireland’s gas supply is imported from Great Britain, with indigenous

production (~20%) from the Corrib gas field and a small amount of local biomethane
production (<1%), meeting remaining supply needs.

» GNI owns, operates, develops and maintains the natural gas network in Ireland, which
includes 2,500 km of steel transmission pipelines and 12,200 km of distribution pipeline
serving 720,000 connections.

» Gas consumers in Ireland pay a retail price, which is made of several cost components,
including wholesale, network and other (mainly policy) costs.

3.2 Natural gas demand

Natural gas plays a major role in the energy supply mix of Ireland. In 2024, gas met 30% of Ireland’s
Total Primary Energy Requirement! and was the second largest energy product. Natural gas is used
extensively across multiple sectors, including generating electricity as well as for heat in buildings
and industrial process.

! Total Primary Energy Requirement (TPER) refers to the total amount of energy needed to meet a country’s
energy demands, including the energy used in the transformation of raw fuels into usable energy forms (like
electricity) and the energy consumed by end-users.
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Figure1 Ireland’s Total Primary Energy Requirement by energy product, 2024, TWh

Coal, 3
Qil, 82 Gas, 50

Renew., 25

2024 Peat, 2

\

IC Electr.,5 NRW,2

Source: SEAI

Ireland consumed 48.6 TWh of natural gas in 2024, for power generation (58%)?, industrial uses
(22%), residential (11%) and commercial (8%) buildings, and other uses (<1%). Demand has been
relatively stable since 2018, fluctuating at around 50 TWh per year. Annual fluctuations are typically
driven by weather changes, with heating requirements increasing during colder weather years and
gas demand for power increasing in years of lower renewable power output.

Figure 2 Ireland’s final gas consumption by sector, TWh
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3.2.1 Residential

Natural gas is a primary source of energy in residential buildings, and is widely used across Ireland for
space heating, hot water and cooking. Of the 2.1 million residential buildings in Ireland?, most are

2 Eurostat Energy Balances
3 Central Statistics Office, Census of Population 2022 Profile 2 - Housing in Ireland

10
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served by either oil (kerosene or fuel oil) or natural gas. Natural gas is used in around 33%3 of
residential buildings, particularly in urban areas connected to the main gas network. Oil continues to
be used in 39%? of residential buildings, particularly in rural areas.

Residential gas demand has remained stable at around 6-7 TWh for the last 10 years, with population
and housing stock growth being offset by improved energy efficiency of dwellings, tightening building
standards, and increasing electrification of heating (e.g. heat pumps).

The role of natural gas in heating makes residential demand highly seasonal within the year, with gas
demand on average 3.5* times higher in the winter than during the summer months. Peak day gas
demand can increase this multiplier even further, with peak day demand estimated to be as much as
~5 times larger than a typical summer day®. High seasonality and volatility in Ireland’s residential gas
sector requires the network to be sized and maintained for peak winter demand, and for Ireland to
have access to flexible sources of gas supply.

Figure 3 Total monthly gas demand, non-daily metered customers (residential and small
businesses), (GWh per month)
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3.2.2 Commercial and public services

As with the residential sector, commercial and public buildings use natural gas for space heating, hot
water and cooking. The role of natural gas in these sectors underpins the valuable contribution of
natural gas in the Irish economy and the operation of essential public services.

4 Central Statistics Office, Networked Gas Daily Supply and Demand July 2025
5> GNI, Network Development Plan 2024

11
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Commercial and public sector gas demand has remained relatively stable at ~4 TWh (Figure 3)
annually since 2015°8. This reflects underlying economic and service-sector growth, while being offset
by improvements in energy efficiency and electrification.

3.2.3 Industry

Natural gas is used as a source of heat and on-site power generation for industrial and manufacturing
processes across Ireland. Most of Ireland’s industrial demand is used for generating heat’, which can
be broadly broken down into low, medium and high-heat intensive activities. The use of natural gas
to generate high-grade heat in the non-ferrous metals and other minerals (non-metallic) sectors
represents over 30% of Ireland’s industrial gas demand, meanwhile 33% of industrial gas demand is
to generate low-grade heat for food processing.

Total industrial gas demand in 2024 was 10.8 TWh, with an average growth rate of 1.6% over the last
ten years, which is generally driven by Ireland’s broader economic growth. Industrial gas demand is
relatively flat across the year, with year-on-year differences reflecting changes in industrial or
manufacturing activity. For example, during 2021-2024, there was a dip in Irish industrial gas
demand, driven by the Covid-19 pandemic and subsequent period of exceptionally high wholesale
gas prices, which led to a reduction in industrial activity.

Table1l Industrial Gas Demand by sub-sector and heat grade, 2024, (TWh)

High Grade Heat Medium Grade Low Grade Heat
(>500°C) Heat (150-500°C) (<150°C)

Chemical ' - : 0.4 1.0

I I
Food processing : - : - 3.6

I I
Non-ferrous metals ' 3.3 : 1.1 -

I I
Non-metallics : 0.03 : 0.6 0.1

I I
Industry non-specific : - : 0.5 0.5

I I
Total : 3.3 : 2.2 53

Source: SEAI, Eurostat

6 Eurostat, nrg_bal_c
7 Eurostat, nrg_cb_gas

12
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3.2.4 Power Generation

Natural gas is the main source of power generation in Ireland, meeting 42% of power demand in
20242, Renewable generation has been growing steadily over the last 10 years, from 24% of
electricity generation® in 2016 to 40% by 2024 and has been replacing more carbon intensive sources
of electricity generation such that only oil remains to play a very marginal emergency role in the
generation mix.

Ireland has over 4.8 GW? of installed gas fired power generation and consumed 28 TWh?! of natural
gas for power in 2024, with gas demand for power broadly stable year-on-year since 2017.

While natural gas demand for power is relatively stable year-to-year, gas-fired generation can be
highly variable day-to-day. In 2025, the contribution of gas to electricity generation peaked at 92% in
July and did not fall below 11% at any point during the year. This highlights the important role of
natural gas for both baseload power generation, maintaining system inertia and as a flexible source
of generation that can be used to fill gaps by intermittent renewable generation. As with residential
gas demand, volatility in demand for power requires the Irish gas network to be sized for peak load
days.

3.2.5 Other

‘Other’ gas demand is relatively small (<1%) of Ireland’s annual gas consumption and includes gas
demand for transportation, as well as transmission and distribution losses.

Data centres are a growing component within this category where gas is used for on-site backup
generation and, in some cases, primary power generation. As electricity demand from data centres
grows, gas can play a supporting role in ensuring security of supply, particularly during peak demand
periods or grid constraints. However, this role is expected to evolve over time as data centres
increasingly transition toward renewable electricity and low-carbon backup solutions.

Compressed natural gas (CNG) plays a niche but emerging role in transport. CNG is natural gas taken
directly from the gas network and compressed to high pressure to reduce its volume, allowing it to
be stored in vehicles and used as a transport fuel. It is primarily used in heavy goods vehicles and
commercial fleets as a lower-emissions alternative to diesel, although its uptake in Ireland remains
limited to date, with a total transport sector gas demand of 35 GWh in 2024, There are currently
almost 170 CNG HGV vehicles operating across the country, with most of these vehicles operating on
BioCNG (i.e. CNG formed from renewable gas, e.g. biomethane).

8 SEAI, Energy in Ireland Report, Appendix 10

% Central Statistics Office, Environmental Indicators Ireland 2024
10 Eurostat, nrg_inf_epct

YEyrostat, nrg_bal_c

12 Central Statistics Office, Networked Gas Consumption 2024

13 GNI, Network Development Plan 2024

13
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3.3 Natural gas supply

Ireland is highly dependent on imports of natural gas from Great Britain (GB) via the Moffat
interconnectors, which supplied 80% of Ireland’s total gas supply in 2024. Indigenous production,
mainly from the Corrib gas and a small amount of local biomethane production (<1%), met the
remaining 20% of Ireland’s gas supply. Ireland’s import dependence on GB has increased from 39% in
2018 to 80% in 2024, driven by declining gas production from the Corrib gas field.

Unlike some other European countries, Ireland does currently not have any LNG facilities nor any gas
storage sites. However, the government is developing a Strategic Gas Emergency Reserve (SGER) in
the form of a floating storage and regasification unit (FSRU). (See 6.2.4 for more details.)

Figure 4 Ireland’s natural gas supply by source, (TWh)

7
6
5
4
3
2
1
0
0 00 W O O O O O O @ «#E = &N NN o O oo O < S < .n ounoun
997 % 9 7 o9 9 g g g g g g agg g g aqg9qQ9q
c > Qo < > o < > o < > a9 < > o < > o9 < > a9 < > Qo
" © o ®©~ ©& ¢ © © @9 ®© © ¢ ©®© © @9 ®o©c © w © ©O© Y © O W
- - - L - e ]

M Indigenous Gas Production B Gas Imports

Source: Central Statistics Office

Gas supplied into Ireland from the Corrib gas field (via the Bellanaboy entry point) and the two sub-
sea interconnectors (IC1 and IC2 which originate at Moffat, Scotland) is sent into the high-pressure

Irish gas transmission system. Ireland’s high-pressure transmission system consists of around 2,500
km of steel transmission pipelines!* and delivers gas to larger directly connected customers (such as

power stations), and into the distribution network. The distribution network contains approximately
12,200 km of pipeline serving 720,000 connections.

14 GNI, Connecting to the transmission network

14
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Figure 5 Map of Ireland’s natural gas transmission system
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Source: GNI, “Securing Our Gas Supplies” (November 2023)

3.4 Key stakeholders

There are several stakeholders that play important roles in the operation, function and planning of
the Irish gas market, these have been summarised in Table 2.

15



Table2 Key stakeholders in Ireland’s gas market

AVAV
VAV A

Baringa

Stakeholder Role in the market

The European Commission sets the EU-wide legislative and policy
framework, within which Ireland’s gas sector operates. It proposes and
enforces gas market rules covering market operation, network access,
tariffs, unbundling and consumer protection, which are implemented by

EU Commission

Department of
Climate, Energy and
the Environment
(DCEE)

Commission for
Regulation of
Utilities (CRU)

Gas Networks
Ireland (GNI)

Gas shippers

Gas suppliers

ENTSO-G

Irish authorities.

The central policy-making authority for the Irish gas market, responsible
for setting national energy policy, climate objectives and security of supply

strategy within the framework of EU law.

Ireland’s independent energy regulator is responsible for the regulation of
the Irish gas network. CRU is also responsible for gas safety, and for
ensuring that measures are in place for monitoring, assessing and
managing security of supply. In addition, CRU has a statutory function in
relation to customer protection and the resolution of complaints that

customers may have with energy companies.

An independent public body fully owned by the State. GNI owns, operates,
develops and maintains the natural gas network in Ireland. This includes
managing flows, pipeline pressures, system balancing and system security.
GNI connects all customers to the network regardless of which natural gas
supply company the customer chooses. The development and expansion
of the natural gas network, including the connection of new towns, is a

matter for Gas Networks Ireland

Gas shippers are the commercial participants responsible for procuring
natural gas and delivering it into the Irish gas system on behalf of suppliers
and large end-users. They book entry and exit capacity on the
transmission system, nominate daily gas flows, and manage their
portfolios to remain balanced within the market rules set by the regulator

and system operator.

Gas suppliers are responsible for selling gas to end-users in the Irish
market. They purchase gas from the wholesale market and (through gas
shippers) contract for network access to deliver gas through the
transmission and distribution systems. Suppliers are responsible for billing,
customer service, credit and volume risk, and compliance with consumer

protection and licensing requirements set by the regulator.

Plays a coordinating and advisory role in the Irish gas market as the
EU-level body representing gas transmission system operators, including
Gas Networks Ireland. It is responsible for developing common technical,
operational and market frameworks that support the integration and
security of the European gas system, such as EU network codes,
transparency requirements and cross-border interoperability standards.

16
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3.5 Retail gas pricing

Gas consumers in Ireland pay retail prices for the natural gas that they receive. The retail price is
made of several cost components, including wholesale, network and other (mainly policy) costs.

3.5.1 Wholesale costs

Wholesale natural gas prices are the largest single component of retail gas prices. The wholesale cost
is a market clearing price (set based on the balance of supply and demand on a given day) before
regulated network charges and supplier margins are applied. The Irish Balancing Point (IBP) is the
virtual trading point for natural gas in the Irish gas network, which provides a price benchmark for
wholesale gas prices in Ireland. Ireland’s high level of import dependence from GB means that the
IBP price closely follows GB NBP wholesale prices, typically trading at a premium over prices in GB to
reflect the additional transport costs of moving gas from GB into Ireland.

3.5.2 Network costs

Network costs are those which cover the cost of building, operating and maintaining the transmission
and distribution networks.

Transmission tariffs

Transmission tariffs are based on the application of the Matrix Reference Price Methodology (RPM),
as agreed with the CRU. This provides an allowable revenue that Gas Networks Ireland earns,
calculated to reimburse Gas Networks Ireland's capital investment in the transmission system and
also to recover allowable operating costs. Forecast capacities/demands set at the outset of the gas
year are based on expected reserved capacity and expected commodity use of gas. There is a 90:10
capacity/commodity split to recover the allowable revenue of each system.

For the calculation of the transmission tariffs, the transmission network adopts a single system
approach, which includes a number of entry points into, and exit points out of, this single system.
There is a further 33:67 entry/exit split to recover the allowable revenue.

Distribution tariffs

Distribution tariffs are based on the allowable revenue, as agreed with the CRU, and forecast
demands. The allowable revenue that Gas Networks Ireland earn is calculated to reimburse Gas
Networks Ireland's capital investment in the distribution system and also to recover allowable
operating costs. Forecast capacities/demands set at the outset of the gas year are based on expected
reserved capacity and expected commodity use of gas. There is an 80:20 capacity/commodity split to
recover the allowable revenue of each system.

The distribution tariff uses a tiered structure whereby alternative charges are applied to customers
based on their annual quantities. The charging categories are as follows:
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Table 3  Distribution Network Charging Categories
1 <73
2 74 - 14,653
3 14,654 — 57,500
4 >57,501

All distribution customers also use the transmission network and therefore contribute both
distribution and transmission tariffs.

3.5.3 Other costs

Other costs include supplier margins and any additional taxes (such as VAT) and levies that may be
charged to gas or electricity consumers to (among other reasons) incentivise certain behaviours or
fund government spending.

For natural gas consumers in Ireland, the principal energy policy driven cost is carbon tax, currently
levied at €63.50 per tonne of CO2 (equivalent to €11.48/MWh of natural gas at GCV). A planned
increase to €71 per tonne (€12.84/MWh), originally scheduled for May 2026, has been deferred and
will apply from 14 October 2026. Carbon tax is paid by fuel suppliers and passed through to
consumers as part of retail gas prices.?>1®

Gas consumers also pay a (reduced) VAT of 9% on the full bill. VAT is a general consumption tax,
temporarily reduced from 13.5% in 2022 in response to the Ukraine crisis and extended under
Budget 2026 to December 2030."

Consumers are additionally exposed to supplier costs. Supply costs comprise the operating costs
incurred by retail gas suppliers, in addition to wholesale gas procurement and regulated network
charges. These include compliance and administrative costs associated with operating in a regulated
retail market, customer acquisition and retention costs, pay-as-you-go metering (where offered),
bad-debt exposure, and day-to-day business overheads, including supplier margins.

In the CRU’s 2025/2026 Estimated Annual Bill for gas consumers, VAT, carbon tax and supply costs
accounted for 8.2%, 8.3% and 13.6%, respectively.!®

15 Citizens Information, Carbon tax

16 Revenue Commissioners, Excise Duty Rates April 2026

17 Citizens Information, Budget 2026

18The CRU, Interim Review of the Electricity and Gas Retail Markets May 2026
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4 Energy Policy Landscape

This chapter outlines the EU and Irish policy framework shaping the future role of gas in Ireland,
including climate targets, decarbonisation measures, and strategies affecting demand, supply and
energy security.

4.1 Summary

» The European Union sets the binding objectives and constraints for Ireland’s energy system,
with the government of Ireland responsible for developing the detailed policy design,
implementation and enforcement.

» The EU Climate Law set a legally binding target of net zero greenhouse gas (GHG) emissions
by 2050. To achieve this, the EU has established overarching decarbonisation objectives that
set the boundaries within which Ireland’s national policy must operate.

» Ireland has committed in domestic law to reducing greenhouse gas emissions by 51% by 2030
(relative to 2018) and to achieving climate neutrality by no later than 2050.

» The Government of Ireland implements EU climate requirements through a set of national
policy instruments. Binding emissions targets are established in law through carbon budgets
and sectoral emissions ceilings, while delivery is set out through instruments such as the
Climate Action Plan.

4.2 EU energy policy affecting natural gas

As a member of the European Union, the EU sets the binding objectives and constraints for Ireland’s
energy system, with the government of Ireland responsible for developing the detailed policy design,
implementation and enforcement.

In the energy sector, the EU has established overarching decarbonisation objectives, emissions
reduction targets and market reform principles, including the long-term direction for fossil fuels,
renewable energy, hydrogen and energy efficiency. These objectives set the boundaries within which
Ireland’s national policy must operate.

Through the European Climate Law, Fit for 55, REPowerEU, and the gas and hydrogen
decarbonisation package, EU policy establishes emissions targets, demand-reduction obligations and
market rules that progressively constrain the long-term role of natural gas. Table 4 contains a
summary of the main EU policies that will influence the role of natural gas in Ireland.
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Table4 Summary of EU policy landscape impacting natural gas

Policy/legislation Summary

(date adopted)

European Climate EU climate policy has been developed around the EU Climate Law, which

Law (2021) set a legally binding target of net zero greenhouse gas (GHG) emissions
by 2050. The Climate Law included intermediary steps to meet the
climate neutrality target, including 2030 and 2040 targets to reduce net
GHG emissions by at least 55% and 90% respectively, compared to levels

in 1990.
Effort Sharing The Effort Sharing Regulation sets binding national greenhouse gas
Regulation emission reduction targets for sectors not covered by the EU Emissions
(revised 2023) Trading System, including buildings, road transport, agriculture, waste

and small industry. Under Article 4(3), Member State targets are defined
relative to 2005 emissions levels; Ireland has set a target to reduce
emissions in the Effort Sharing sectors by 42% by 2030 compared to
2005.1°

Fit for 55 (2023) The Fit for 55 package is a comprehensive set of EU legislative reforms
designed to deliver the 2030 target of reducing net greenhouse gas
emissions by at least 55% compared to 1990 levels, as set out under the
European Climate Law. It strengthens and expands key policy
instruments across energy, transport and buildings, including reforms to
the EU Emissions Trading System, revised renewable energy and energy
efficiency targets, and new measures such as the Carbon Border
Adjustment Mechanism.

REPowerEU (2022) REPowerEU was launched in response to Russia’s invasion of Ukraine to
reduce the EU’s dependence on Russian fossil fuels while accelerating the
clean energy transition. The programme combines measures to reduce
gas demand, diversify supply, and scale up renewables, energy efficiency,
biomethane and hydrogen, with the objective of fully phasing out
Russian gas imports by 2027.

Gas and Hydrogen The Gas and Hydrogen Decarbonisation Package reforms EU gas-market

Decarbonisation rules to support the transition from natural gas to renewable and

Package (2024) low-carbon gases, particularly hydrogen. It establishes a regulatory
framework for hydrogen networks, supports the repurposing of existing
gas infrastructure, and defines EU-wide criteria for renewable and
low-carbon gases.

Energy Efficiency The revised Energy Efficiency Directive makes energy efficiency a binding

Directive (revised principle of EU energy policy and sets a collective target to cut final

2023) energy consumption by 11.7% by 2030 (from 2020 projections). Member
States must meet rising annual energy-savings obligations and apply an
“energy-efficiency-first” principle in policy and investment decisions.
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4.3 Government of Ireland Energy Policy and Strategy

The Government of Ireland implements EU climate requirements through a set of national policy
instruments. Binding emissions targets are established in law through carbon budgets and sectoral
emissions ceilings, while delivery is set out through instruments such as the Climate Action Plan and
a suite of energy-specific strategies covering areas including heat, transport, hydrogen and security
of supply. Alongside these, longer-term strategies set out indicative pathways to guide system
development and ensure consistency with Ireland’s 2050 objective. While Ireland retains discretion
over the pace and sequencing of change, it must remain consistent with EU Climate Law and
long-term decarbonisation goals. Within this framework, Ireland has committed in domestic law to
reducing greenhouse gas emissions by 51% by 2030 (relative to 2018) and to achieving climate
neutrality by no later than 2050, as set out in the Climate Action and Low Carbon Development
(Amendment) Act 2021.

4.3.1 Climate Action and Low Carbon Development (Amendment) Act 2021

The Climate Action and Low Carbon Development (Amendment) Act 2021 provides the statutory
foundation for Ireland’s energy and climate policy. It establishes a legally binding national climate
objective to achieve a climate-neutral economy by 2050 and embeds a framework of rolling five-year
carbon budgets over a 15-year horizon. These budgets, proposed by the Climate Change Advisory
Council and adopted by Government, are translated into sectoral emissions ceilings covering
electricity, transport, buildings, industry and agriculture.

4.3.2 National Energy and Climate Plan (NECP) 2021-2030

National Energy and Climate Plans (NECPs) are ten-year plans prepared by EU Member States setting
out how they will meet EU climate and energy targets over the relevant period. Ireland’s 2021 NECP*®
commits to a 51% reduction in economy-wide greenhouse gas emissions by 2030 (relative to 2018),
supported by rapid expansion of renewable electricity to around 80% of generation by 2030,
large-scale electrification of heat and transport, and sustained improvements in energy efficiency.
Measures underpinning this pathway include the deployment of approximately 680,000 heat pumps
by 2030, alongside extensive building retrofit.

Energy security within the NECP is addressed primarily through reduced reliance on imported fossil
fuels, increased indigenous renewable supply and deeper integration with the EU internal energy
market, with natural gas recognised as a transitional fuel required to support system security during
the transition rather than as a focus of standalone quantitative targets.

19 European Commission — Effort sharing 2021-2030
20 |rish NECP (2021 — 2030) — Published July 2024
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4.3.3 Climate Action Plan

The Climate Action Plan (CAP) is Ireland’s primary delivery instrument for meeting its climate
commitments. Updated annually, it sets out a rolling programme of sector-specific actions and
policies to implement the Climate Action and Low Carbon Development Acts and Ireland’s NECP. The
CAP operationalises economy-wide targets through legally binding five-year carbon budgets and
sectoral emissions ceilings, and sets additional technology and infrastructure targets. The 2025 CAP
includes power-sector targets such as 80% renewable electricity by 2030, supported by capacity
targets for onshore and offshore wind, solar, flexible gas generation, and demand-side measures.

4.3.4 National Long-Term Climate Action Strategy

Ireland’s National Long-Term Climate Action Strategy (LTS) sets out how Ireland can achieve climate
neutrality by 2050, as required under EU climate governance rules and the Climate Action and Low
Carbon Development (Amendment) Act 2021. It provides an economy-wide, post-2030 view of the
scale and direction of change required across energy and land-use systems.

As with earlier strategies, the latest LTS (2024) sets out indicative sectoral decarbonisation pathways,
rather than binding targets or detailed measures. The LTS serves to anchor Ireland’s climate and
energy framework, ensuring that carbon budgets, Climate Action Plans and near-term infrastructure
decisions remain aligned with the 2050 net-zero objective.

4.3.5 National Hydrogen Strategy

Ireland’s National Hydrogen Strategy (published 2023) sets out a long-term, targeted role for
renewable hydrogen within the energy system, starting from a very low base of existing production
and demand. Hydrogen is not positioned as a core 2030 decarbonisation lever, but as a solution for
hard-to-electrify sectors where alternatives are limited, including heavy-duty transport,
high-temperature industrial heat, flexible power generation and long-duration storage, with aviation
and maritime fuels emerging later via hydrogen-derived e-fuels. Near-term deployment is expected
to be limited and would be produced through grid-connected electrolysis from surplus renewable
electricity, with scale-up contingent on the development of around 2 GW of offshore wind dedicated
to hydrogen production. Overall, the Strategy positions hydrogen as a complementary, post-2030
option, explicitly secondary to energy efficiency and direct electrification, with its ultimate scale and
contribution subject to significant uncertainty.

4.3.6 National Biomethane Strategy

Ireland’s National Biomethane Strategy (published 2024) sets the framework to deliver 5.7 TWh of
biomethane by 2030, around 10% of current natural gas demand, in line with sectoral emissions
ceilings. It prioritises use in hard-to-electrify applications, particularly industrial high-temperature
heat, with more limited roles in transport and parts of the built environment. It also recognises that,
while biomethane can support decarbonisation, constrained sustainable feedstocks limit supply and
prevent it from substituting for reductions in overall gas demand, especially through electrification.
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The strategy outlines the main mechanisms to enable scale-up, including capital grants, a planned
Renewable Heat Obligation, and continued eligibility under the Renewable Transport Fuel Obligation.

4.3.7 Energy Security in Ireland to 2030

Energy Security in Ireland to 2030 (published 2023) sets out Ireland’s approach to managing energy
security risks during the 2020s, as part of a wider Energy Security Package. The approach is anchored
in reducing reliance on imported fossil fuels, particularly oil and natural gas, by driving demand
reduction, electrification and a renewables-led electricity system, supported by flexibility, storage
and interconnection. For the remainder of the decade, it recognises the need to actively manage
transitional risks, including maintaining sufficient dispatchable electricity capacity, strengthening
system resilience, and putting in place contingency measures for gas supply disruptions.

23



% Baringa

5 Natural gas demand drivers

This chapter assesses the main drivers shaping future demand for natural gas and low carbon

molecules in Ireland, including the pace of decarbonisation, policy delivery, technology uptake and

demand growth across key end-use sectors.

5.1 Summary

>

Future demand for natural gas and low carbon molecules will be shaped by the balance
between decarbonisation progress and demand growth, with policy delivery, funding, supply
chains and consumer uptake all determining how quickly natural gas use falls and whether
there is enduring demand for low carbon molecules as a substitute for natural gas.

Buildings policy points to electrification and efficiency as the main route away from natural
gas, but delivery of heat pumps, retrofits and district heating is currently behind target, which
could sustain natural gas demand for longer.

Industrial gas demand is likely to decline more slowly than in buildings, because high-
temperature industrial heat is harder to decarbonise and depends more on biomethane,
hydrogen or other emerging solutions.

Power sector gas demand is the most uncertain and potentially the most variable, because it
depends on how quickly renewable capacity is deployed and the extent to which gas remains
needed for flexibility and security of supply.

New sources of demand growth, particularly data centres, could partly offset reductions
elsewhere, both through rising electricity demand and through direct on-site use of gas for
power generation.

Overall, policy ambition is clearer to 2030 than beyond, leaving significant uncertainty over
the pace of change to 2050 and creating a wide range of possible long-term outcomes for
natural gas and low carbon molecule demand.

5.2 Demand for natural gas and low carbon molecules

Natural gas is a significant source of Ireland’s energy supply mix, fuelling many key sectors of the Irish
economy. Historically, gas demand growth has been driven by;

1.

Population and household growth: Leading to increased consumption of natural gas in the
residential sector for gas in heating, and increased demand for electricity which increases gas
demand for power generation.

Economic growth: Increased economic activity drives gas demand growth for heat, in
commercial premises and across industrial processes as well as adding to electricity demand
and gas for power generation.
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However, the role of natural gas in Ireland is reaching a turning point, with medium and longer-term
climate and decarbonisation policies implying a greatly reduced role of natural gas to achieve
Ireland’s 2050 net zero target.

While policy is a significant driver of future gas demand change in Ireland, achieving government
energy policy objectives in practice requires more than clear targets or regulatory intent, it depends
on the conditions that allow policy to be implemented at scale. This includes securing sustained and
credible funding mechanisms to mobilise private and public sector investment, developing resilient
and suitably skilled supply chains to retrofit and install new assets/infrastructure and ensuring that
end users are able and incentivised to change behaviours.

The pace and magnitude of policy on natural gas demand will be directly driven by Ireland’s ability to
create the conditions needed to successfully decarbonise, balanced against the pace of new gas
demand growth from existing sectors and new areas such as data centres.

The subsequent sections consider the factors that will influence the pace and scale of
decarbonisation policy across each of Ireland’s gas demand sectors.

5.2.1 Residential, commercial and public sectors

There are a variety of options available to decarbonise natural gas used for heat in residential and
commercial buildings:

1. Molecule substitution: Replacing fossil fuel natural gas with a low carbon molecule, such as
biomethane or hydrogen. Molecule substitution can benefit from integrating with existing
natural gas supply infrastructure, which can reduce the need for new asset investments or
changes to the building stock. This is particularly true for biomethane which is molecularly
identical to natural gas, but less so for hydrogen, which is still undergoing trials to test
compatibility for use in residential and consumer buildings and may have limits on quantities
that can be blended in the existing natural gas network without substantial retrofitting of the
network and buildings. For molecule substitution to become a widely used solution, it
requires supply side investments to produce sufficient volume of alternative molecules to
meet demand.

2. Electrification: Electrification of heat in buildings can be achieved through the deployment of
heat pumps (and hybrid heat pumps). Heat pumps are widely used to decarbonise space and
water-heating in buildings. Unlike conventional boilers that generate heat through the
combustion of fossil fuels, heat pumps extract ambient heat from the air of ground and can
be deployed across a wide range of building types. Heat pumps can displace fossil boilers in
existing dwellings; currently 39% of Irish housing stock have oil boilers and 33% have gas
boilers. Using oil for residential heating is more carbon intensive than natural gas, but
Ireland’s energy policy does not include any targeting of heat pumps against specific fossil
fuels. This creates uncertainty over how quickly heat pumps could penetrate dwellings with
gas boilers. If a larger proportion of oil boilers are displaced in earlier years, this could leave a
greater role for gas for longer in residential heating. Some buildings, particularly those with
low thermal efficiency or high peak demand, may not be suitable for heat pumps, but could
use a hybrid heat pump as a solution to reduce fossil fuel demand.
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3. District heating: Heat can be generated from low carbon or waste heat sources and supplied
directly into buildings as hot water. This centralised heating approach means that heat is
supplied directly to each building, rather than each building using its own boiler. This solution
is particularly applicable in dense urban environments.

4. Energy efficiency improvements: While not directly replacing fossil fuel as a heat source,
installing energy efficiency improvements in buildings can reduce heating requirements from
natural gas boilers. In addition, energy efficiency improvements and retrofitting of homes
can increase thermal efficiency and make buildings more compatible with heat pumps.

Ireland has both EU and national requirements to reduce fossil fuel use in buildings and has
developed an approach to phase out fossil fuels in residential, commercial and public buildings that is
primarily based on electrification and energy efficiency improvements.

Energy efficiency is Ireland’s first principle for easing fossil fuel use in buildings, as outlined in the
Climate Action Plan 2024. This is intended to lower heat demand, reduce system costs and make low
carbon heating viable at scale. Electrification of buildings is the intended medium and long-term
solution for the vast majority of buildings, replacing fossil fuels with electric heat pumps (Ireland’s
Climate Action Plan includes specific short-term heat pump targets). For buildings where
electrification is less efficient or cost-effective, Ireland is intending to develop district heating in
urban and dense areas as well as targeted use of biomethane, particularly in commercial buildings.
Specific targets outlined for buildings in the Climate Action Plan include:

»  All new dwellings designed and constructed to Nearly Zero Energy Building standard by 2025,
and Zero Emission Building standard by 2030 (Qil boilers banned in new homes from 2022
and gas boilers from 2025)

» Equivalent of 120,000 dwellings retrofitted to BER B2 or cost optimal equivalent by 2025, and
500,000 dwellings by 2030 (funded through Ireland’s National Residential Retrofit Plan)

» The transposition of the EU revised Energy Performance of Buildings Directive (EPBD)
(EU/2024/1275) to strengthen and extend existing requirements on energy performance,
emissions, and building management for non-residential buildings

» 170,000 new dwellings using heat pumps by 2025, and 280,000 by 2030
» 45,000 existing dwellings using heat pumps by 2025, and 400,000 by 2030

» Upto 0.8 TWh of district heating installed capacity across both the residential and
commercial building stock by 2025, and up to 2.7 TWh by 2030

» Upto 0.6 TWh of heating provided by biomethane by 2025, and up to 1.1 TWh by 2030

Irish energy policy has a notable gap in terms of detail beyond 2030, with no specific quantified
targets for heat pump deployment, retrofitting or district heating roll out.

Progress on building decarbonisation to date has been slow, with data on annual retrofits and heat
pumps deployed showing that Ireland has missed 2025 targets and is falling behind against 2030
targets, as shown in Figure 6 and Figure 7.
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Similarly, district heating deployment is not on track to meet 2030 targets. Analysis from University
College Cork?! estimates that Ireland currently has 11,000 homes connected to group heating
schemes, with a planned district heating pipeline to add ~60,000 homes based on projects in various
stages of development. Deployment of 2.5 TWh of district heating is estimated to heat between
187,00 (inefficient) and 314,000 efficient homes, which demonstrates a large gap between policy
ambition and actual product development.

Figure 6 Cumulative number of retrofits in Ireland to date
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Figure 7 Cumulative number of heat pumps displacing fossil boilers in existing dwellings
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While policy progress is slower than planned, existing policies limit the opportunity for further
demand growth for fossil methane in residential, commercial and public sectors, due to the effective
ban on fossil fuel boilers in new-build homes. However, there is some potential for growth, driven by

21 UCC, Energy Policy and Modelling Group, “Can Ireland Still Meet its District Heating Targets by 2030?”
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buildings switching away from oil heating to natural gas (although growth prospects from oil-to-gas
switching are likely to be limited as buildings using oil for heating are typically more rural without
access to mains natural gas).

With electrification the primary policy for decarbonisation in these sectors, the enduring role of
natural gas for use in residential, commercial and public sectors will be determined by the pace of
policy progress. The extent to which policy targets in buildings are not met, will lead to a greater role
for natural gas in Ireland for longer.

5.2.2 Industry

Ireland’s industrial sector uses natural gas as a fuel for heat and as a feedstock for production
processes. When considering options to decarbonise natural gas use for heat in industry, there are
different solutions for each type of heat-grade.

1. Low grade heat (<150°C): Electrification is a viable option for low grade industrial heat,
including the use of electric boilers and heat pumps.

2. Medium grade heat (150-500°C): Partially electrifiable through electric boilers and heat
pumps at the lower end of this heating grade. For medium-grade heat that cannot be easily
electrified, molecule substitution (biomethane or hydrogen) or abating natural gas use with
carbon capture and storage offer decarbonisation options.

3. High grade heat (>500°C): This is the hardest industrial application to decarbonise, as it is not
typically possible to electrify these processes. The most suitable decarbonisation solutions
include molecule substitution (e.g. biomethane or hydrogen) or continuing to use natural gas
in combination with carbon capture and storage.

Ireland has both EU and national requirements to reduce fossil fuel use in industry. The Climate
Action Plan 2025 sets the following national targets for industry:

» A carbon-neutral heating in industry target of 50-55% in 2025 and 70-75% in 2030

»  Use energy efficiency improvements to reduce fossil fuel demand in industry by 7% in 2025
and 10% by 2050.

In 2024, the Government of Ireland published the “Roadmap for the Decarbonisation of Industrial
Heat”, which translates the policies in the Climate Action Plans and EU regulations into a
decarbonisation pathway for businesses. The Roadmap recognises that different technologies will be
required to decarbonise the different types of heat used across the sector, and presented pathways
to reach the 2030 national targets:

1. Energy efficiency: A range of energy efficiency measures can be used in industry to improve
energy efficiency and drive emission reductions, specific efficiency measures include: process
integration, heat recovery, steam efficiency and energy management systems. The
Government of Ireland is supporting adoption of efficiency improvements through state
support, such as: Accelerated Capital Allowance for energy efficient equipment, SEAI Support
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Scheme for Energy Audits and the Green Transition Fund. Regulation will also drive efficiency
improvement, such as the revised ETS Directive and the Energy Efficiency Obligation Scheme.

2. Electrification: The Roadmap focuses on the use of heat pumps as a solution to decarbonise
low and medium-grade industrial heat. It identifies that if half of the 7 TWh per year of
industrial heat under 150°C could be electrified, Ireland could meet the carbon-neutral heat
in industry target. The Roadmap highlights specific state support schemes and regulation
that is intended to support the electrification of industrial processes but does not include
specific deployment profiles to achieve 2030 national targets.

3. Biomass: CAP23 identified that 20% of medium-grade industrial heat could be decarbonised
using biomass, but noted challenges associated with accessing sufficient supply of certified
biomass and the suitability of sites to enable industry to switch fuels.

4. Biomethane: Due to the higher cost of biomethane, the Roadmap expects that this pathway
is anticipated to only be cost-effective in the decarbonisation of high temperature heat, or
where other solutions such as electrification are unavailable. The National Biomethane
Strategy sets out the policy framework that will guide the sector to achieving the target of
5.7 TWh of indigenously produced biomethane, with 2.1 TWh of this supply targeted at
consumption in industrial heating by 2030. The achievement of this pathway will be highly
dependent on the ability of Ireland to produce sufficient quantities of biomethane and the
incentives for industry to switch to a higher cost energy source.

The Roadmap specifically focused on technologies that are currently expected to help Irish industry
reach decarbonisation targets and acknowledges that other technologies are in development that
could become future solutions. The Roadmap refers to the National Hydrogen Strategy, which sets
out the potential use of green hydrogen in industrial heating, which could be an alternative to
biomethane in high-heat industrial processes.

Progress to decarbonise natural gas use in Ireland’s industrial sector is limited so far. Total industrial
sector emissions have fallen by 9.6% between 2018 and 2023%, and while natural gas in industry
slightly declined across this period, this was likely to have been driven by market volatility (e.g. Covid-
19 pandemic and elevated gas prices during the energy crisis) rather than decarbonisation progress.

Looking ahead, the outlook for natural gas use in industry will be determined by opposing forces. On
the one hand, Ireland’s expected economic growth will likely stimulate growth opportunities for
natural gas use in industry, while climate and energy policy will seek to decarbonise the sector.
SEAI's National Energy Projections Report 2025 forecasts fossil fuel use in industry to be close to 50%
by 2030, falling well short of CAP targets. The SEAI noted that while heat pumps offer a potential
alternative to fossil fuels in low and medium heat processes, there is significant uncertainty about
the scale and pace of uptake given the gap between electricity and fossil fuel prices. Similarly,
biomethane production in Ireland remains well below 2030 target levels, which would reduce the
potential for biomethane to decarbonise high heat processes.

22 Department of Climate, Energy and the Environment, Climate Action Plan 2025
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Considering the medium and long-term outlook for industrial decarbonisation in Ireland, there are
clear gaps in the specific policy plans for industrial sector decarbonisation. In the absence of clear
policies, the pace of decarbonisation could be slower than needed to reach 2050 net zero targets,
which would maintain a higher level of natural gas use in industry for longer.

5.2.3 Power generation

Natural gas is currently the main source of power generation in Ireland, generating 44% of electricity
in 2024. It takes on the role of baseload generation during periods of low renewable output and acts
as a key source of flexibility to fill in for intermittent renewables. The move towards electrification in
Ireland is expected to increase future power demand, which creates a challenge for Ireland to
decarbonise the power sector while also increasing overall levels of generation. Decarbonisation of
power can be achieved through the deployment of low carbon or renewable generation.
The Climate Action Plan 2025 sets the following national targets for electricity generation:

> Arenewable electricity share of 80% by 2030
9.0 GW of onshore wind generation by 2030
At least 5.0 GW of offshore wind generation by 2030

8.0 GW of solar PV generation by 2030

vV v v Vv

Development of a new flexible gas plant of at least 2 GW capacity by 2030

Onshore wind currently forms the backbone of renewable generation in Ireland. In 2025, it
accounted for roughly a third of total electricity generated. Total generation capacity as of end-2025
stood at 5.0 GW including 150 MW of new capacity installed during the year. The role of onshore
wind is expected to continue to grow, with an estimated 450 MW of additional capacity currently
under construction and a reported 2.5 GW in planning and awaiting approval. However, despite the
growth achieved thus far, the current pipeline still falls short of the 9 GW target by 2030. Moreover,
if the current planned projects are not approved in due time, then the achievement of this target
may be pushed back.

Ireland currently has one operational offshore wind project (Arklow 25 MW), and plans for additional
offshore wind projects, following completion of two auctions to support offshore wind development:

1. The Phase 1 auction (ORESS 1) resulted in four developer-led projects totalling 3 GW of
offshore wind capacity. EirGrid has been engaging with these developers to support delivery
and integration with the Irish Transmission System. Upon completion of these projects and
after an operational proving period, EirGrid will take ownership of these assets. As of
December 2025, all Phase 1 developers have submitted planning applications and are
awaiting approval. The first of these projects is expected to begin construction at the earliest
in late 2026 or early 2027.

2. The first Phase 2 auction — part of the Powering Up Offshore South Coast initiative — resulted

in a joint venture between ESB and Orsted for the 900 MW Tonn Nua project. This is the first
of four proposed areas under the South Coast designated Maritime Area Plan (SC-DMAP).
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The project is currently in the site assessment phase. A second Phase 2 auction for the 1.1-
1.5 GW Li Ban project is anticipated for 2026. There is currently no reported timeline on the
other two areas of the SC-DMAP.

Given the current pace of development, delivering 5.0 GW of offshore wind capacity by 2030 is
proving to be a challenge.

Solar has experienced the most rapid growth, nearly doubling in capacity from 1.3 GW at the
beginning of 2025 to 2.3 GW by year end. This growth has been driven by a series of policy
commitments including:

e EUR 1,800 rooftop grants for the residential sector
e Continued 0% VAT on residential solar installations
e Increased grid infrastructure investment

Solar is currently the most accessible and easy-to-deploy clean energy source in Ireland, resulting in a
mix of both utility-scale solar deployments as well as rooftop solar access. As of end-2025, the
current mix of solar capacity is as follows:

e 1,322 MW from utility-scale solar

e 727 MW from micro-generation

e 74 MW from mini-generation

e 53 MW from small-scale commercial; and
e 169 MW from non-exporting installations

Ireland’s planned pipeline of solar deployment includes 1.7 GW of projects under development
heading into 2026. Looking ahead, achievement of the 8.0 GW target by 2030 will depend on
stronger support for rooftop solar (particularly in public and commercial buildings), storage
investment, as well as grid investment to avoid connection delays and capacity constraints.

Based on the current renewable capacity development pipelines, Ireland is not on track to meet 2030
targets. This is demonstrated in Table 5, which shows installed capacity and capacity under
development vs 2030 targets.
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Table5 Summary of renewable capacity development

Renewable Capacity Under
Energy Source Development

Installed Capacity

2030 Target

Onshore Wind 5.0GW 2.9GW 9.0 GW
Offshore Wind 25 MW- 3.9GwW* 5.0 GW
Solar PV 2.3 GW 1.7 GW 8.0 GW

Beyond 2030, Ireland has a longer-term ambition to develop 20 GW of offshore wind by 2040 and 37
GW by 2050 (Future Framework for Offshore Renewable Energy Policy Statement) which will be
supported by Designated Maritime Area Plans (DMAPS) to fast track offshore wind development.
However, the pace of actual development remains uncertain and the outlook for natural gas in
power generation will therefore be highly dependent on renewable capacity deployment:

1. Ina high renewable capacity pathway, the role of natural gas generation will shift towards
peaking, to meet electricity generation during periods of lower renewable generation. While
this would reduce the annual volumes of natural gas used in the power sector, it could be
highly volatile, with high levels of natural gas generation capacity needed, alongside other
sources of electricity generation flexibility to fill in for intermittent renewables.

2. If renewable capacity falls behind climate ambitions, the current role of natural gas
generation could persist over the medium-to-longer term, with natural gas playing a role
both as a baseload source of supply and as a back-up to renewable generation.

Data Centres

Data centres represent a key source of energy demand growth in Ireland over the short, medium and
longer-term. In the electricity sector, data centres have already become a key source of overall
electricity demand, consuming 22% of Ireland’s electricity in 2024, up from just 5% in 2015

Some data centres are directly connected to Ireland’s natural gas grid, using natural gas for onsite
power generation, either as baseline power to meet site load or as a source of back-up power. For
example, in March 2026, a new 110 MW off-grid data centre began operation outside Dublin which
uses natural gas to meet onsite power needs.

In 2026, new regulation introduced additional mandates for data centres to prevent their reliance on
both grid power and fossil fuel generation:

1. Data centres will now need to ensure that they provide enough dispatchable onsite/proximal
generation or storage to match their maximum import capacity, to support system reliability.

2. Data centres also need to ensure that 80% of annual demand is generated from renewable
energy sources in Ireland.

2 Exclusive of potential projects outside government support scheme
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Moving forward, new data centre applications will need to prove that they can meet these
requirements within six years of start-up. This glide path creates a short-term opportunity for data
centres demand growth to increase demand for natural gas. Over the medium and longer-term, low
carbon molecules, such as biomethane (or hydrogen) could be used as a replacement for natural gas
at data centres, and support data centres compliance with renewable energy requirements.

Transport

Compressed Natural Gas (CNG) is a cleaner-burning alternative to petrol or diesel in vehicles, made
when natural gas (mainly methane) is compressed to less than 1% of its volume under standard
atmospheric pressure. The use of CNG in fuelling vehicles, particularly heavy goods vehicle (HGV)
fleets, could see demand for natural gas in the transport sector increase. Switching from diesel to
CNG can reduce emissions of HGVs by up to 20% and, since bioCNG (compressed biomethane) is fully
compatible with existing CNG engines, a subsequent switch to bioCNG could reduce emissions of
HGVs by 90%. This provides a decarbonisation pathway for an otherwise hard-to-abate sector.

CNG deployment in Ireland has been underpinned by targeted infrastructure investment and EU-
supported programmes, rather than large-scale national roll-out mandates. As of 2026, there are
approximately 12 operational CNG re-fuelling stations, of which 9 are publicly accessible and 3 are
private fleet-based sites. These stations are distributed across key logistics corridors, including
Dublin, Kildare, Limerick, Tipperary, Cork, Clare and Cavan. Public stations are typically co-located
with existing fuel service stations (e.g. Circle K, Texaco) and are designed to serve 50-80 HGVs per
day.

There are no quantified uptake targets for CNG in government policy, it is not the primary
decarbonisation pathway for the transport sector (this would be electric vehicles) but it is treated as
a transitional solution. The use of CNG remains limited to a small-scale niche segment of transport,
HGVs. Looking forward, the long-term role of CNG is closely linked to the scale-up of biomethane
production, and its relevance will be dependent on the pace of transition from fossil-based CNG to
renewable bioCNG.
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6 Future molecule supply

This section evaluates the main drivers shaping future molecule supply in Ireland, including declining
indigenous gas production, continued import dependence, and the potential growth of biomethane,
hydrogen and other alternative supply sources.

6.1 Summary

» Corribis Ireland’s only producing gas field and output has been falling since its peak in 2018.
There are limited opportunities to develop new gas fields in Ireland, as the government of
Ireland has legislated the end to new licences for oil and natural gas exploration. While fields
with existing licences could be developed, there are no firm projects expected to begin
production. In the absence of new fields, declining Corrib production will steadily increase
Ireland’s dependence on imported gas over the coming years.

» Natural gas imports from Great Britain will remain Ireland’s main source of natural gas.
Imports via the Moffat interconnectors already supply the majority of Ireland’s gas and act as
the marginal source of supply. As Corrib declines, imported gas is likely to remain critical for
meeting both baseload and peak demand.

» Biomethane has policy support but starts from a very low base. Ireland is aiming to scale
biomethane production to 5.7 TWh by 2030, but current production is minimal and the
existing project pipeline remains short of target. Achieving scale will require major
acceleration in anaerobic digestion deployment and supporting policy mechanisms.

» Green hydrogen is a long-term option, but near-term deployment is highly uncertain.
Ireland’s hydrogen strategy sees hydrogen as a targeted solution for hard-to-abate sectors,
but production, infrastructure, regulation and demand are all still at an early stage. Over the
short and medium-term, hydrogen development will remain focused on pilot projects, with
the potential for some blended hydrogen imports from Great Britain. It is currently very
difficult to be definitive about whether hydrogen will have a role in Ireland’s future.

»  Changes in molecule supply have direct implications for the gas network. Declining Corrib
output increases reliance on import infrastructure, scaling biomethane would require more
distributed injection capacity and local network reinforcement, and any future role for
hydrogen would likely require more significant network adaptation and potentially new
infrastructure.

6.2 Drivers of change

Regardless of the trajectory of gas demand, Ireland’s gas system will need to adapt to changing
patterns of gas supply. In the near-term, this will be focused on managing the decline of Corrib gas
production which will increase dependence on interconnector imports from GB. This creates a growing
energy security risk, which Ireland is seeking to mitigate through the development of a Strategic Gas
Energy Reserve (using an FSRU), which could create a role for LNG in Ireland’s energy mix. Over the
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medium and longer-term, government policy is seeking to expand the role of low carbon molecules,
which could lead to low-carbon molecules (incl. biomethane and hydrogen) playing a greater role in
Ireland’s gas supply mix.

The following sections consider the drivers influencing the outlook for different sources of molecule
supply in Ireland.

6.2.1 Indigenous natural gas production

Indigenous natural gas supply in Ireland is solely derived from the mature Corrib Gas Field. Itis a natural
gas deposit situated in the Atlantic Ocean off the coast of County Mayo in northwest Ireland. The field
commenced production in 2015. Corrib reached a peak production of 103 GWh/d in 2018, meeting
55% of Ireland’s total gas supply. Since 2018, production has been following a steady decline, falling to
around 20% of Ireland’s natural gas supply in 2024. Daily Corrib gas production has historically been
held relatively constant, with limited seasonality or swing production.

Figure 8 Corrib Maximum Daily Supply Forecasts
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Source: GNI Network Development Plan 2024 and Baringa calculations

As an aging field, recent declines in Corrib production are expected to continue, with GNI's Network
Development Plan 2024 forecasting Corrib production to fall to around 12 GWh/d in 2032. Beyond
this, declines are likely to continue year-on-year until the facility reaches end of life.

There are limited opportunities to develop new gas fields in Ireland, as the government of Ireland has
legislated the end to new licences for oil and natural gas exploration and is no longer accepting
applications for future licences. While new licences will not be awarded, projects that have already
been licenced could still be developed. The Inishkea West natural gas basin is a potential opportunity
with an existing licence. Estimates place total reserves close to or potentially even larger than Corrib.
The field is located near to Corrib, which could provide efficiencies if it can connect to gas infrastructure
already in place. However, the project is still very much in the assessment stage. Prospective developer
Europa Oil & Gas have secured a license extension for the site until January 2028 and the project is
currently undergoing further technical studies.
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6.2.2 UK natural gas imports

Since its commissioning in 1993, the IC1 interconnector pipeline has consistently supplied both the
Republic of Ireland and Northern Ireland. The IC2 pipeline was added in 2003 to augment IC1. The

last significant change was completed in 2025 which involved upgrades to the compressor station,

effectively increasing the import capacity to 433.4 GWh/d of natural gas.

Imports of natural gas from Great Britain are the marginal molecule in Ireland, filling the gap
between indigenous gas production and Irish gas demand. Ireland has an increasingly high
dependence on Great Britain, with 80% of Ireland’s natural gas consumption met through imports.
Interconnector natural gas flows provide stable baseload supply and can be flexed to meet Ireland’s
daily gas demand volatility and seasonal demand changes.

Looking ahead, given declining local production, interconnector imports will likely remain a key
source of Ireland’s natural gas supply. Changes to Ireland’s natural gas imports from Great Britain will
primarily be driven by future gas demand trends in Ireland, and the outlook for local production in
Ireland.

While IC1 and IC2 currently flow natural gas into Ireland, this could change in the future depending
on wider UK policy. For example, the UK government is considering blending of hydrogen up to 20%
into the gas network. While a decision has not yet been made, if the UK proceeds with this policy,
Ireland will need to be prepared to receive a different composition of gas through the
interconnectors.

6.2.3 Biomethane

Biomethane is fully compatible with Ireland’s existing gas network and is considered a renewable and
low-emission alternative to natural gas due its production from organic waste via anaerobic digestion.
Biomethane currently has a small role in Ireland. In 2024, Ireland injected 60 GWh of biomethane in
the gas grid, via the Cush Entry Point in County Kildare, equivalent to less than 0.001% of total gas
demand.

The government of Ireland has published the “National Biomethane Strategy” where it reiterated the
Climate Action Plan (CAP) target to ramp up to 5.7 TWh of indigenously produced biomethane by 2030.
This biomethane will be earmarked primarily for hard-to-abate sectors such as high-grade heating in
industrial processes.

To achieve this target, the development of anaerobic digestion plants would need to be rapidly scaled.
The government of Ireland has two main mechanisms to scale biomethane production.

1. Renewable Heat Obligation: Set to commence in late 2026, this scheme mandates suppliers
of natural gas, liquefied petroleum gas, mineral oils, and solid fuels to ensure that a portion of
their supply is renewable. This obligation begins at 1.5% in the first year and rises to 3% in
2027. This scheme is expected to support the use of biomethane

2. Capital Grant Supports: Biomethane production comes with high capital costs (from the
construction of anaerobic digestion plants) and significant operational costs (from feedstock).
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This drives the unit price of biomethane, making it less competitive than natural gas. Capital
grants are being offered to de-risk early investment and encourage new biomethane
investments. The Department of Agriculture, Food and Marine has applied for funding of up
to EUR 40 million to help support the initial development of up to 1 TWh of biomethane in
Ireland. This is currently subject to EU approval.

While several other EU countries have grown rapidly under Feed-in Tariff regimes, limited policy
support means biomethane has not developed at scale in Ireland. Approximately 0.2 TWh of
biomethane production capacity is currently operational with a further 1.8 TWh of capacity in
advanced stages of development. This current project pipeline is insufficient to meet the 5.7 TWh

target by 2030. There is a further 5.0 TWh of capacity currently in early-stage concept phase from three
platform developers.

Figure 9 Indigenous Biomethane Production Capacity Build-out
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Reaching the 5.7 TWh production target would require approximately 150-200 large scale anaerobic
digestion facilities to be in operation. Scaling biomethane production in Ireland would have material

implications for the gas network, due to how biomethane is produced and supplied into the network.
Network implications include:

1. Demand for injection points: Anaerobic digesting facilities are distributed plants located
mostly in rural areas. Given the relatively small size of each facility, scaling biomethane
production will lead to increased demand for injection points into the gas network.

2. Distribution based injections: Currently, Ireland’s gas supply from Corrib production and GB
imports is first injected into the transmission system, where it is supplied to directly connected
customers or delivered into the distribution system to reach other end users. Biomethane is
injected directly into the distribution system, which could create challenges around system
balancing and could require grid investments to facilitate higher levels of biomethane
injections at the local distribution levels. This could include reverse compressor investments
or central grid injection facilities if biomethane needs to be sent into the high-pressure
transmission system.
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3. Flat supply profiles: Anaerobic digestion facilities typically have a relatively flat production
profile. Given the peakiness of Ireland’s gas demand, flexible sources of supply will still be
required to provide energy security.

6.2.4 LNG

Ireland currently has no operational LNG import facilities. However, the high proportion of natural gas
imported via the interconnectors with Great Britain, combined with a lack of access to natural gas
storage is a key energy security risk to Ireland, and this has prompted the government of Ireland to
develop the Strategic Gas Emergency Reserve (SGER), in the form of a floating storage and
regasification unit (FSRU).

The SGER forms part of Ireland’s ‘Energy Security in Ireland to 2030’ strategy and is intended to serve
as a flexible and scalable alternative energy solution. It will consist of an FSRU which can store and
regasify liquefied natural gas (LNG), to be accessed in the event of a disruption to Ireland’s natural gas
supplies. The facility is still at the planning stage, and details about how it will operate and interact
with the market have not been published. However, the intent is that this is a temporary emergency
reserve that will not regularly interact with the normal functioning of Ireland’s gas market. It’s exact
role and send-out will be determined by the technical parameters of the final solution.

Ireland also has the potential for commercial LNG import terminals and several have previously been
proposed. Most recently, the Shannon LNG project submitted an application for project development.
Planning permission for this project was initially refused in 2023 due to a conflict with government
policy, but this has since been overturned by the High Court in 2024. This project has been the subject
of extensive litigation, with significant uncertainty about whether the proposed project will reach a
final investment decision.

6.2.5 Hydrogen

Hydrogen represents another low carbon molecule that could be used as a substitute for natural gas.
At an EU level, Ireland is required to transpose the Hydrogen and Decarbonised Gas Market Package
(EU2024/1788) into national law. This requires Ireland to:

»  Establish a hydrogen market framework, including rules for hydrogen production, supply and
trading

» Develop regulation on hydrogen infrastructure and establish a hydrogen network operator
» Develop national network development plans covering gas and hydrogen systems

» Introduce certification schemes for hydrogen and low-carbon fuels

The government of Ireland has also published a “National Hydrogen Strategy” which sets out the long-
term strategic vision for hydrogen and the potential applications of hydrogen as a targeted
decarbonisation tool for hard to abate sectors. The strategy recognises that hydrogen is a nascent
technology with high levels of uncertainty around future costs, end uses and the infrastructure and
supply chains required to deliver it. This strategy primarily focuses on the applications of green
hydrogen, which is hydrogen generated using renewable powered electrolysis.
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The strategy links the production of hydrogen to the development of offshore wind, targeting 2 GW of
offshore wind to be in development by 2030 for the production of renewable hydrogen. The uses of
green hydrogen would be focused on hard-to-decarbonise sectors where energy efficiency or
electrification are not directly feasible or cost-effective, this includes:

» Heavy duty transport applications that have binding EU targets

» Industry applications will focus on the heat sector, primarily to produce high grade and (in
some cases) medium grade heat in the manufacturing process

» Hydrogen in power generation as an alternative to fossil fuels for peak demand use as well as
to store excess electricity from renewable sources

»  Aviation and maritime are also high priority end use but are expected to take longer to
develop

Ireland’s hydrogen sector is envisioned to begin with a focus on small scale decentralised applications
such as freight, with small scale production driven by early innovators, research, and demonstration
projects. Growth would be facilitated through local clusters or hubs, that would enable the gradual
scale-up of infrastructure. Regions such as Cork, Shannon and Dublin have been identified as early
potential frontrunners given their offshore renewable potential, ports infrastructure, and proximity to
end users.

As with other emerging hydrogen markets in Europe, Ireland faces the challenge of simultaneously
developing hydrogen production, demand, and infrastructure. As of end 2025, Ireland’s hydrogen
projects are in the planning and conceptual phases. Key projects in the development pipeline are as
follows:

» Mount Lucas: A pilot scheme with an operational 0.5 MW electrolyser producing renewable
hydrogen for local industrial use and planning approved for another 2 MW facility

ESB Aghada: Planning approved for a 1 MW electrolyser

Indaver Duleek: Planning approved for 10 MW electrolyser

Firlough Project: Planning submitted for 75 MW electrolyser

Killala Energy Hub: Exploration ongoing for 200 MW electrolyser as part of the hub project

Celtic Hydrogen Cluster: Awaiting proposals for building hydrogen infrastructure

vV v v v v v

SH2AMROCK: Seeking funding for “Hydrogen Valley” (full value chain cluster) project with 4
MW electrolyser

Timelines and delivery of commercial scale projects remain highly uncertain. Financial support and
regulatory frameworks represent the main drivers required to unlock the planned hydrogen project
pipeline. Cost remains a key constraint as the near-term economics of hydrogen is not competitive
with that of incumbent fossil fuels.

Unlocking hydrogen production in Ireland faces several challenges, that will likely take many years to
resolve:
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1. High cost: Green hydrogen is more expensive than natural gas or electrification in most
applications. This cost cap needs to be overcome to create demand for hydrogen.

2. Renewable generation dependence: The production of hydrogen requires surplus renewable
energy and the build-out of offshore wind. As covered in section Error! Reference source not
found., Ireland is not on track to meet offshore wind capacity targets, and with increasing
national demand for electricity, there may be limited periods of surplus renewable
generation.

3. Limited infrastructure: Hydrogen needs to be transported from production to end consumer
and significant investments in transportation will be required. A larger role of hydrogen in
Ireland would likely require infrastructure investments, such as compressors, pipelines and
storage. While the current Irish gas network can support blended hydrogen up to 20%,
higher-ratio blends and especially pure hydrogen will require technical upgrades to handle
the different physical and chemical properties of the molecule. Another key consideration is
network repurposing and challenges around limited network redundancy. If repurposing is
required, some sections of the network might not be upgraded without adversely impacting
existing end-users. In such cases, new dedicated pipelines may prove to be a less disruptive
solution. Storage investments may also be needed to bridge the gap between peaky
production profiles and flat consumption profiles. Early studies on storage potential have
identified up to 27 TWh from suitable salt caverns and an additional 7 TWh from a depleted
gas field (Kinsale, County Cork).

A more proximate opportunity for hydrogen in Ireland is through the importation of blended hydrogen
from Great Britain. The UK government is considering the use of hydrogen blended into the gas
network, which could lead to blended hydrogen being imported into Ireland. The UK government has
not made a final decision and is still seeking further evidence on safety and feasibility.

6.2.6 CCUS

Carbon capture, utilisation, and storage (CCUS) represents another technology for Ireland to help
achieve decarbonisation objectives. The viability of CCUS (including bioenergy with carbon capture
and storage (BECCS)) is currently being explored.

CCUS is being explored as a potential tool particularly for hard-to-abate sectors that have no pathway
for low-carbon fuel switching. Certain industrial subsectors such as cement, lime, and refining have
process-based emissions and are prime examples of areas where CCUS can help achieve
decarbonisation.

Deploying CCUS (including BECCS) is most efficient for large sources of carbon emitters. Capture sites
positioned near industrial or power generation clusters will benefit from economies of scale, having
access to shared infrastructure such as pipelines and shipping. The most clustered the sites, the
lower the overall cost of carbon capture, transportation, and shipping.

CCUS is not an action point with its own tangible targets in the latest Climate Action Plan 2025. It is
instead acknowledged as a potential measure to address unallocated savings and may be integrated
in the following versions of the CAP from 2026-2030.
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Given a lack of financial and policy drivers, Ireland is unlikely to see CCUS deployment until the 2030s
at the earliest. Carbon transport and storage infrastructure have long lead times and are currently at
early stages of development in Ireland.
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7 Scenario framework

This section details the assumptions used for each of our three scenarios, explains the modelling
approach sector-by-sector and analyses the model outputs of total annual gas demand for each
sector.

7.1 Summary

» Baringa has developed three scenarios to illustrate the range of uncertainty surrounding
future supply and demand for gas in Ireland to 2050. The key difference between scenarios is
the pace of decarbonisation meaning assumptions on factors such as population growth,
housing growth, economic growth and data centre build-out are held constant across
scenarios.

» Gas demand declines across all scenarios in buildings, but the speed of decline depends
heavily on how quickly electrification, retrofits and efficiency improvements are delivered.

» Power sector gas demand is the biggest source of uncertainty, because it depends on how
quickly renewable generation and supporting infrastructure are deployed and the extent to
which gas remains needed for system flexibility and security of supply.

» Industrial gas demand is more resilient than buildings demand, because high-temperature
heat is harder to decarbonise and continues to require natural gas or low carbon molecules
for longer.

» Biomethane is modelled as the main low carbon molecule, while hydrogen is excluded due to
uncertainty over its timing, scale, cost and future role in Ireland’s energy system.

7.2 Approach

Recognising the changing role of gas in Ireland, we have developed a modelling approach to illustrate
the range of uncertainty surrounding future supply and demand for gas. Our analysis provides a
framework for understanding the future of gas, by setting out three scenarios which capture
different paces of decarbonisation in Ireland. None of the three scenarios should be regarded as a
forecast but rather bookends to illustrate different outcomes for natural gas use in Ireland between
now and 2050, which can then later be used to understand the different implications for network
use.

Each scenario has the same starting point and is based on the most recent data and policies for gas
supply and demand. Each scenario also has the same pathways for population and housing growth,
economic growth, and data centre build-out, with the progress towards the decarbonisation targets
set out in policy as the key lever that is flexed between scenarios.

We have developed three scenarios to illustrate future uncertainty, with a Policy Ambition scenario
demonstrating the fastest decarbonisation of all sectors, anchored to targets from the Climate Action
Plan 2024 and 2025. The Balanced Pace scenario reflects a moderate transition where
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decarbonisation progresses more slowly than policy targets, resulting in declining but sustained gas
demand, particularly to support peak power and hard-to-abate sectors over the medium to long
term. Delayed Transition reflects a slow pace of decarbonisation where limited progress against
policy ambition sustains a high reliance on natural gas over the longer-term.

Our approach recognises that there are different drivers influencing gas demand across different
sectors in Ireland and different routes to decarbonisation. Our modelling is a bottom-up analysis
covering each of the main sectors — residential, commercial, industrial, transport and data centres.

7.3 Baringa Scenarios

The Policy Ambition scenario is anchored to 2030 targets set out in the Climate Action Plan,
assuming a high level of delivery across decarbonisation targets in all sectors. It reflects rapid
electrification of heat in the built environment through accelerated deployment of heat pumps and
widespread retrofits, alongside strong improvements in energy efficiency, while the power sector
achieves renewable expansion and industry transitions through a combination of electrification and
increasing availability of low carbon gases such as biomethane. Of the many factors that can
influence the evolution of the energy sector, policies play a profound role; however, they are
generally only a partial guide to the direction of travel, so where project pipelines are not aligned to
2030 targets being realised, we assume the achievement of targets are delayed by up to 5-7 years,
particularly in the industrial and power sectors.

The Balanced Pace scenario represents a moderate transition, where decarbonisation progresses
more gradually, with partial and delayed achievement of policy targets but increasing delivery
momentum over time. It assumes slower initial uptake of electrification technologies in the built
environment, followed by a ramp up in deployment through the 2030s (for example, accelerating
heat pump adoption), alongside continued improvements in energy efficiency. In the power sector,
renewable expansion and supporting infrastructure are largely grounded in projects that are already
in planning or under construction, with a similar pipeline-based approach applied to biomethane
supply, resulting in a transition pathway shaped by demonstrable delivery rather than full policy
ambition. Industrial decarbonisation progresses unevenly, with a mix of electrification and continued
reliance on gas where alternatives remain constrained.

The Delayed Transition scenario represents our slowest transition pathway, where observed
shortfalls in policy delivery persist over time. It assumes that the gap between targets and realised
outcomes seen to date (e.g. against 2025 milestones) continues through to 2030. As a result,
electrification of the built environment and improvements in energy efficiency proceed more
gradually than targeted, while in the power sector renewable deployment and supporting
infrastructure expand at a slower rate than required to meet policy ambition. Industrial
decarbonisation is similarly constrained, with limited availability of viable alternatives for high
temperature processes and slower development of low carbon gas supply.

7.4 Total demand for gas

Total gas (natural gas and low carbon molecules) demand is driven by differing trends across sectors
that consume gas, a full sector breakdown is given in Section 7.5Demand by sector. The built
environment (residential and commercial) shows sustained declines across all three scenarios where

43



% Baringa

AY

electrification of heat and energy efficiency improvements drive reductions in gas demand. Industrial
demand remains relatively stable, with only gradual reductions reflecting constraints in
decarbonising high-temperature processes. In contrast, gas demand for power shows the greatest
variation between scenarios, with Policy Ambition seeing a significant reduction in gas-fired
generation over time driven by renewable generation capacity build-out, while Delayed Transition
maintains a sustained role for gas, including a short-term increase as gas supports system flexibility
alongside intermittent renewables. Gas demand for power generation is the biggest driver for
variation between the three scenarios.

Figure 10 Total Gas Demand Projections for Ireland
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As shown in Total gas (natural gas and low carbon molecules) demand is driven by differing trends
across sectors that consume gas, a full sector breakdown is given in Section 7.5Demand by sector.
The built environment (residential and commercial) shows sustained declines across all three
scenarios where electrification of heat and energy efficiency improvements drive reductions in gas
demand. Industrial demand remains relatively stable, with only gradual reductions reflecting
constraints in decarbonising high-temperature processes. In contrast, gas demand for power shows
the greatest variation between scenarios, with Policy Ambition seeing a significant reduction in
gas-fired generation over time driven by renewable generation capacity build-out, while Delayed
Transition maintains a sustained role for gas, including a short-term increase as gas supports system
flexibility alongside intermittent renewables. Gas demand for power generation is the biggest driver
for variation between the three scenarios.

Figure 10, total gas demand declines most significantly in the Policy Ambition scenario, although it
does not reach zero due to residual use in hard-to-abate sectors and power system balancing.
Balanced Pace shows a more gradual but sustained decline, while in Delayed Transition gas demand
increases slightly in the near term before broadly stabilising, remaining close to current levels
through to 2050.
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7.5 Demand by sector

7.5.1 Residential

Our modelling of residential gas demand considers changes to the number of dwellings connected to
the gas network and average heat demand per connection. All three scenarios use the same fixed
growth assumptions for population growth and housing stock, and we have assumed that 100% of
new-build homes adopt heat pumps, consistent with current building standards. This leads to no new
residential gas network connections in Policy Ambition and Balanced Pace scenarios, with a small
number of new connections in Delayed Transition due to oil-to-gas switching.

Changes in gas demand are entirely driven by the conversion of existing gas-heated housing stock.
The number of gas disconnections is determined by the rate of electrification of heating homes,
which we model explicitly through the deployment of heat pumps and their displacement of fossil
(oil or gas) boilers.
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Table6 Summary of assumptions/drivers for residential gas demand

Time

. Policy Ambition Balanced Pace Delayed Transition
horizon
* 400,000 heat pumps * 260,000 heat pumps * 130,000 heat pumps
Short Term deployed in existin deployed in existin deployed in existin
ploye g ploy g ploy g
(223325' dwellings by 2030 dwellings by 2030 dwellings by 2030
) * 500,000 homes * 410,000 homes * 320,000 homes
upgraded/retrofitted by upgraded/retrofitted by upgraded/retrofitted by
2030 2030 2030
* 100% of new builds are * 100% of new builds are * 98% of new builds are
fitted with heat pumps fitted with heat pumps fitted with heat pumps
Medium * Heat pump deployment * 400,000 heat pumps * No ban on gas boiler
Term is fastest in the 2030s deployed in existing installations
(2030- . gan oninstalling new gas ~ dwellings by 2034 (4
2040) boilers by 2040 years later than CAP
target
Long Term  « ~1 4 million households * ~1 million households * 400,000 heat pumps are
(2040- electrified by 2050, electrified by 2050, deployed in existing
2050) leaving 38k households leaving 450k on fossil dwellings by 2045 (15
still on gas and almost boilers years later than CAP
zero on oil target)

* 500,000 deployed by
2050, leaving 950,000
households still on fossil
boilers (approx. 50% oil,
50% gas)

Heat pump deployment trajectories are anchored to policy targets and vary by scenario. Figure 11
(LHS) illustrates their differing trajectories, with Policy Ambition showing a rapid scale-up aligned to
achieving the 2030 target of 400,000 heat pumps in existing dwellings (reaching ~1.5 million
electrified homes by 2050). Balanced Pace reflects a delayed but accelerating ramp-up through the
2030s where delivery accelerates once supply chains, skills and funding mechanisms mature, and
Delayed Transition shows a more gradual and constrained rollout.
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Figure 11 Heat pump deployment and gas network disconnections

1,600,000 1 1,600,000 -
4
£ 1,400,000 1,400,000 -
]
S 2
© 1,200,000 & 1,200,000
& g
B g
% 1,000,000 - g 1,000,000 -
< 2
< 800,000 © 800,000
8 5
3 600,000 - p 600,000 -
o c
8 b
£ 400,000 - 2 400,000 4
3 -4
[= 8
® 200,000 200,000 -
T

0 = T T T T ) 0 4 T : ' ! )
2025 2030 2035 2040 2045 2050 2025 2030 2035 2040 2045 2050
— Policy Ambition — Balanced Pace Delayed Transition — Policy Ambition — Balanced Pace Delayed Transition

Figure 11 (RHS) shows disconnections from the gas network due to heat pumps displacing gas
boilers. This is lower overall than total heat pumps which reflects the structure of the Irish housing
stock, where oil heating is more prevalent in rural, off-gas-grid dwellings. We assume that a higher
proportion of heat pumps displace oil boilers in the earlier years due to the higher emissions
intensity of oil boilers and the lack of proximity to the gas grid of gas-heated dwellings. As a result,
early heat pump deployment does not translate one-for-one into reductions in gas demand, but
instead may initially reduce oil consumption, delaying the impact on gas demand.

In parallel, the model captures changes in per-dwelling gas consumption, driven by improvements in
energy efficiency. This is represented through retrofit assumptions (e.g. upgrades to BER B2 or
equivalent), which reduce heat demand intensity and therefore lower gas consumption for
households that remain on the gas network. Scenarios differ in the scale and timing of retrofit
delivery (e.g. ~500,000 homes by 2030 in Policy Ambition vs lower and delayed delivery in other
scenarios).

Electrification and efficiency together determine the trajectory of residential gas demand, shown in
Figure 12.
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Figure 12 Residential Gas Demand
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Residential gas demand declines across all scenarios, gradually in the near term and accelerating
from the mid-2030s onwards, reflecting the ramp-up in electrification and cumulative impact of
retrofit programmes. The scenarios diverge primarily on the pace and scale of electrification; Policy
Ambition shows the fastest and most sustained decline, driven by early and large-scale heat pump
rollout and retrofits. Balanced Pace follows a similar trajectory but with a delayed and more gradual
reduction, reflecting slower initial uptake before accelerating in the 2030s. Delayed Transition shows
the slowest decline and highest residual demand, as weaker delivery on both heat pump deployment
and energy efficiency results in more households remaining on gas and consuming more energy over
time.

7.5.2 Commercial & Public Services

Commercial and public sector gas demand is driven by changes in building heat demand and the
share of heating served by natural gas, reflecting underlying economic activity and the transition to
low-carbon heating. Across all scenarios, assumptions on economic growth are held consistent,
meaning variation in gas demand is driven by the pace of electrification of heat and improvements in
energy efficiency.

Electrification of heat in the commercial and public sector is assumed to follow a broadly similar
trajectory to the residential sector, reflecting comparable technology pathways (e.g. heat pumps and
district heating). This assumption is supported by the policy framework and financial incentives
available to businesses, including SEAI’s Support Scheme for Renewable Heat. In parallel, energy
efficiency improvements reduce heat demand over time, reflecting retrofit activity and tightening
building standards, including targets for improved performance of public sector buildings and the
transition to Zero Emission Buildings for new non-residential stock.
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Table7 Summary of assumptions/drivers for commercial gas demand

Time
horizon

Policy Ambition Balanced Pace Delayed Transition

Short Term * 50% energy efficiency ¢ 47% energy efficiency ¢ 44% energy efficiency

(2025- for all existing public for existing public for existing public
2030) sector buildings by sector buildings by sector buildings by
2030, relative to 2009 2030 2030
ba§e.lme average * 100% of new builds * 100% of new builds
efficiency being ZEBs (no fossil being ZEBs (no fossil
heating) from 2030 heating) from 2030
Medium- * 100% of new builds * Similar long-termrate ¢  Similar long-term rate
to-Long being ZEBs (no fossil of electrification to the of electrification to the
Term heating) from 2030 residential sector residential sector
(2030- e Similar long-term rate
2050) of electrification to the
residential sector
Figure 13 Commercial Gas Demand
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Commercial gas demand declines across all scenarios, as shown in Figure 13Table 7 Summary of
assumptions/drivers for commercial gas demand

Time
horizon

Policy Ambition Balanced Pace Delayed Transition

Short Term * 50% energy efficiency ¢ 47% energy efficiency ¢ 44% energy efficiency

(2025- for all existing public for existing public for existing public
2030) sector buildings by sector buildings by sector buildings by
2030, relative to 2009 2030 2030
baseline average *+  100% of new builds *+  100% of new builds
efficiency being ZEBs (no fossil being ZEBs (no fossil
heating) from 2030 heating) from 2030
Medium- * 100% of new builds * Similar long-termrate ¢  Similar long-term rate
to-Long being ZEBs (no fossil of electrification to the of electrification to the
Term heating) from 2030 residential sector residential sector
(2030- *  Similar long-term rate
2050)

of electrification to the
residential sector

Figure 13, the decline is initially gradual before accelerating from the mid-2030s as retrofit
programmes scale up and low-carbon heating technologies are deployed more widely.

The key differences between scenarios are driven by the pace of delivery. Policy Ambition shows the
steepest decline, reflecting early and sustained improvements in building efficiency and widespread
electrification of heating systems, leading to near-complete displacement of gas in the long term.
Balanced Pace follows a similar trajectory but with a more gradual reduction, with acceleration later
in the 2030s. In contrast, Delayed Transition shows a shallower and more linear decline, with weaker
efficiency gains and slower electrification resulting in a larger proportion of buildings continuing to
rely on gas for heating over the long term.

7.5.3 Industrial

Industrial gas demand is driven by changes in industrial heat demand and the share of that heat
demand met by natural gas, reflecting both underlying growth of industrial activity and the pace of
decarbonisation in industrial processes. Across all scenarios, assumptions on economic growth are
held consistent, meaning variation in gas demand is driven by the pace of electrification,
improvements in energy efficiency, and the availability of low-carbon gases for hard-to-abate
processes.

As shown in Table 8, assumptions were applied about efficiency, capturing improvements in process
efficiency and heat management, which reduced the industrial heat demand. The industrial heat
demand was segmented into low-, medium- and high-grade heat, with each switching fuel source at
a different pace: low- and medium-grade heat progressively switches away from gas through
electrification, while high-grade heat relies on the production of alternative molecules to transition
away from natural gas. Where biomethane is available, it is assumed to substitute for natural gas
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within the fuel mix, supporting decarbonisation of these hard-to-abate processes rather than
materially reducing overall gas demand volumes.

Table 8

Time
horizon

Policy Ambition

e 70% carbon neutral

Summary of assumptions/drivers for industrial gas demand

Balanced Pace

* 59% carbon neutral

Delayed Transition

* 43% carbon neutral

Short Term heating in industry by heating in industry by heating in industry by
(2025- 2035 (5 years later than 2030 (achieved through 2030 (slower
2030) CAP target) electrification of electrification of
« 10% increase in overall low/medium-grade heat, low/medium-grade heat
industrial energy high-grade heat while high-grade heat
efficiency from 2025 to continues to use natural remains unchanged due
2035 gas) to lack of biomethane or
* 5% increase in industrial hydrogen)
energy efficiency from * 1% increase in industrial
2025 to 2035 energy efficiency from
2025 to 2035
Medium- * 80% electrification of * 73% electrification of * 65% electrification of
to-Long low/medium-grade low/medium-grade low/medium-grade
Term heating in 2050 heating in 2050 heating in 2050
220?;‘;' * 70% zero emission gasin  * 70% zero emission gasin  * 49% zero emission gas in

high-grade heating in high-grade heating in high-grade heating in
2050 2050 2050

Figure 14 Industrial Gas Demand
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Figure 14 shows industrial gas demand declining under all scenarios. Divergence emerges most
clearly from the 2030s onwards, when cumulative electrification of low/medium-grade processes
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and sustained efficiency gains begin to compound in the Policy Ambition and Balanced Pace
scenarios; this is consistent with industrial investment cycles, where plant upgrades and process
changes typically occur over longer time horizons than in the residential sector. Under Delayed
Transition, industrial gas demand remains highest because electrification of low/medium-grade heat
proceeds more slowly and efficiency gains are limited, while high-temperature processes continue to
rely heavily on gas due to constrained adoption of alternatives.

7.5.4 Power

Gas demand in the power sector is driven by the interaction between electricity demand growth, the
pace of renewable generation deployment, and the availability of imports and other dispatchable
generation. To develop a view on gas demand for power generation we have drawn on Baringa’s
Power Market Reports and augmented their outputs to fit our tailored scenarios and assumptions.

Power sector gas demand is calculated as the residual to fill the gap between total power demand
and non-gas sources of supply. Total power demand varies between our three scenarios due to
varying paces of electrification of other sectors. Renewable generation is flexed across scenarios,
anchored to policy targets from the Climate Action Plan for 2030, as shown in Table 9.
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Table9 Summary of assumptions/drivers for power generation

Time

. Balanced Pace
horizon

Policy Ambition

* 12GW RES capacity by * 10GW RES capacity by

% Baringa

Delayed Transition

* 9GW RES capacity by 2030

Short Term 2030 (delayed vs. CAP) 2030 (aligned to Baringa (considering current rate
(2025-2030) .
* 63% RES penetration by Reports) of progress)
2030 * 52% RES penetration by * 48% RES penetration by
* New electricity 2030 2030
interconnector (capacity * New electricity * New electricity
700MW) from 2029 interconnector (capacity interconnector (capacity
700MW) from 2029 700MW) from 2029
. * RES delayed vs. CAP * Moderate RES * Slow RES deployment
Medium (22GW by 2037; 24GW by  deployment (19GW by (15GW by 2040)
Term (2030- 54, 2040) . 670 -
2040) 67% RES penetration by
* 89% RES penetration by * 74% RES penetration by 2040
2040 2040 * New electricity
* New electricity * New electricity interconnector (capacity
interconnector (capacity interconnector (capacity 750MW) from 2035
750MW) from 2035 750MW) from 2035
* 91% RES penetration by * 84% RES penetration by * 71% RES penetration by
Long Term 2050 2050 2050
(2040-2050) * 28GW RES capacity by * 23GW RES capacity by * 19GW RES capacity by
2050 2050 2050

Renewable generation is the most influential driver of variation between scenarios. Our assumptions
on renewable generation capacity and interconnector capacity are summarised in Table 9, and
renewable share of power generation is also shown in Figure 15. The CAP target of 80% renewable
share of power generation by 2030 is assumed to be achieved in 2037 in our Policy Ambition scenario
(missing 2030 CAP targets). Meanwhile, our Balanced Pace scenario is informed by renewable
projects already in planning or construction phases and reaches 80% renewable share by 2045 (15
years later than CAP targets). Delayed Transition assumes the slowest deployment of renewables.
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Figure 15 Renewable share of power generation
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Figure 16 Gas demand for power generation
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The trajectory of gas demand for power reflects the extent to which renewable generation displaces
gas-fired output, while also transitioning the role of gas from a baseload source of generation to a
flexible, peaking function.

In the near term, differences between scenarios are relatively limited, as the power system structure
evolves gradually and renewable capacity additions take time to materialise. Divergence becomes
more pronounced from the 2030s onwards, when differences in renewable deployment and
electrification-driven demand growth begin to compound.

In the Policy Ambition scenario, rapid renewable build-out significantly reduces the volume of
generation required from gas over time. Gas increasingly operates as a flexibility resource, running
less frequently and primarily during periods when renewable output is insufficient to meet demand.
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Under Balanced Pace, renewable deployment progresses more gradually, informed by our research
about projects in the existing pipeline and their expected delivery timelines. Under Delayed
Transition, slower renewable deployment results in gas maintaining a more prominent and sustained
role in the generation mix. There is a noticeable drop in gas demand across all three scenarios in
2035 due to the assumption that a new electricity interconnector will come online, providing imports
to meet power demand.

7.5.5 Other

Data Centres

Other sectors that use gas were included in our model, namely the growing demand for gas from
data centres who generate power on-site as well as using electricity from the grid.

Data centres are assumed to be primarily electricity grid-powered (=80-90%), with the grid share
declining slightly over time but held constant across scenarios. The remaining on-site generation is
split between gas and renewables, with this onsite mix flexed across scenarios, to reflect delivery
pace of CAP targets to reach 80% renewable energy usage by 2030.

Table 10 Summary of assumptions/drivers for data centre gas demand

Time horizon Policy Ambition Balanced Pace Delayed Transition
* 80% of data centre * 65% of data centre * 56% of data centre power

Short Term power generated power generated onsite generated onsite from

(2025- onsite is from from renewable sources renewable sources by

2035) renewable sources by 2035 2035

by 2035
) * 91% renewable by * 76% renewable by 2040  * 62% renewable by 2040

Medium-to- 2040 (largely (largely electricity grid- (largely electricity grid-

Long Term electricity grid- connected with backup connected with on-site gas

(2035- connected with on- on-site gas generation) generation)

2050) site renewable & gas

generation)

55



% Baringa

Figure 17 Gas demand for data centres
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As shown in Figure 17, gas demand from data centres initially increases across all scenarios, before
declining due to decarbonisation of the on-site generation. This decline is most pronounced in Policy
Ambition, where gas demand peaks and then falls rapidly, while Balanced Pace shows a more gradual
decline. In Delayed Transition, gas demand remains higher for longer, reflecting both continued
growth in demand and slower decarbonisation of power supply. Data centre gas demand does not
fall to zero before 2050 as we assume gas will have a persistent role to play to fill in for renewable
intermittency.

Transport

Gas demand in transport is currently low in Ireland, with compressed natural gas (CNG) largely
limited to a small number of heavy goods vehicles and commercial fleets. Given its very small
contribution to total gas demand and the absence of strong policy support for large-scale expansion,
CNG has not been modelled as a distinct demand driver within the scenario framework.

This approach reflects the expectation that decarbonisation of transport will be dominated by
electrification, particularly for passenger vehicles, while alternative fuels for heavy-duty transport
remain uncertain. As a result, the potential role of CNG (or BioCNG) is treated as immaterial to
overall gas demand and does not materially affect the conclusions of the scenarios.

7.6 Supply by alternative molecules

7.6.1 Biomethane Production

Gas demand is assumed to be met by a combination of natural gas (from Corrib and GB imports) as
well as biomethane. We have generally not assumed that biomethane is targeted to specific sectors,
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with the exception of prioritising industrial high heat processes due to the challenges of
electrification in these use cases.

Acceleration of biomethane production is anchored to CAP targets and flexed based on different
levels of achievement. In the Policy Ambition scenario, achievement of the CAP target is delayed to
2035, due to limited current progress against targets. For the Balanced Pace scenario, we assume
that all biomethane projects currently under development are operational by 2030, while the
Delayed Transition scenario includes only projects under construction. Beyond 2030, biomethane
supply is assumed to continue its growth rate through the 2030s, before plateauing in the 2040s.

Table 11 Summary of assumptions for biomethane production

Time horizon Policy Ambition Balanced Pace Delayed Transition
* 6.32* TWh/yr total * 1.8 TWh/yr total * 0.86 TWh/yr total
Short Term biomethane biomethane production, biomethane production by
(2025- production by 2035 assume two additional 2030, reflecting progress
2030) (achievement of AD plants start operating  to date
target shifted 5 in 2026, and five more
years later) planned plants are
constructed by 2030
Medium-to-  * 13.9% TWh/yr by * 7.0 TWh/yr by 2050, * 3.3 TWh/yr by 2050,
Long Term 2050, assuming assuming biomethane assuming biomethane
(2030- biomethane production grows at the production grows at the
2050) production grows at same rate same rate

the same rate

24 This is the target of 5.7 TWh by 2030 from the Climate Action Plan but converted from NCV to GCV for
consistency with other scenario assumptions.

25 Medium-to-long term assumptions used reflect a constant growth rate that maintains the trajectory set by
the CAP targets, rather than defined policy targets
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Figure 18 Biomethane production
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As shown in Figure 18, biomethane production increases across all scenarios but diverges
significantly over time. Policy Ambition shows the strongest growth trajectory, reaching the highest
production levels as policy targets are largely realised (albeit with some lag) and expansion of
biomethane plants continues linearly, while Balanced Pace delivers a moderate increase consistent
with expansion dictated by projects we know to be in planning or construction. Delayed Transition
shows limited growth, flattening over time as deployment constraints persist. Note that these long-
term biomethane projections reflect a simplified growth rate assumption.

7.6.2 Hydrogen Production

We have not modelled green hydrogen within the scenario framework due to the high level of
uncertainty surrounding its future role, scale and timing of deployment in Ireland. While hydrogen is
recognised in policy as a potential decarbonisation option for hard-to-abate sectors, its development
remains at an early stage, with limited clarity on infrastructure requirements, costs, and end-use
applications within the modelling horizon. In particular, there is no established pathway for
widespread use in buildings or near-term deployment at scale in industry or power generation. As a
result, the analysis focuses on more established and evidenced decarbonisation pathways, such as
electrification and biomethane, while acknowledging that hydrogen may play a role beyond the
timeframes or levels of certainty that can be robustly captured in this modelling.

Hydrogen blending may play a role in the network, particularly if adopted in the UK, as Ireland’s
imported gas supply would then include a hydrogen blend; however, this has not been included in
our assumptions due to policy uncertainty.
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8 Network implications

This section considers the implications of the scenario analysis for Ireland’s gas network, including
how future changes in gas demand and molecule supply could affect network use, planning, cost
recovery and GNI’s obligations during PC6 and beyond.

8.1 Summary

» There is significant uncertainty over the future role of gas in Ireland: Different transition
pathways imply materially different outcomes for gas demand, molecule supply and the
future use of the existing network.

» The role of the network is likely to remain material during PC6, but changing consumption
patterns may begin to emerge. Across all scenarios, gas continues to be required over the
near term to support power generation, industry and building demand, even as longer-term
pathways begin to diverge.

» The way the network is used is likely to change over time. Faster transition pathways imply
lower annual throughput, more peak-oriented utilisation, and a growing role for low-carbon
gases, particularly biomethane.

» The changing use of the network has implications for planning and cost recovery. Future
network planning is likely to require a more adaptive and no-regret approach, while lower
utilisation could place upward pressure on average tariffs under the current cost recovery
model.

» PC6is likely to require proportionate investment that preserves optionality and does not
lock-in or over-invest in a particular decarbonisation pathway. Given the wide range of long-
term uncertainty, the focus during PC6 should be on maintaining safety, resilience and
flexibility, rather than making large commitments to uncertain future network needs.

8.2 Network use

The scenario analysis indicates that the existing gas network is likely to continue to play a significant
role, although the way in which it is used is expected to evolve over time. During PC6, the network is
not expected to experience a fundamental change in function but changing consumption patterns
may begin to emerge. Across all scenarios, gas demand remains relatively robust in the near term,
reflecting the continued role of natural gas in power generation, industry, the built environment and
some growing demand sources such as data centres. The network is therefore likely to remain critical
to transporting significant volumes of gas, maintaining security of supply and meeting peak demand
requirements.

Over the medium to longer term, however, the network is likely to be used differently from today. In
faster decarbonisation pathways, annual gas throughput declines as electrification, energy efficiency
and renewable deployment reduce demand, particularly in buildings. This implies that the network
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may increasingly serve a narrower set of uses, with gas demand becoming more concentrated in
sectors that are harder to electrify or where gas continues to provide system flexibility. In this
context, the value of the network may increasingly lie in the provision of peak capacity and resilience,
rather than in transporting high annual volumes of natural gas across all sectors.

Network utilisation may also become more concentrated around peak periods and less evenly
distributed over time. Even where total annual demand falls, peak-day requirements may remain
high or even increase, particularly if gas-fired generation continues to play an important role in
balancing a more renewable-led electricity system. This means that declining annual throughput
does not necessarily reduce the need to maintain network capacity. Instead, the network may need
to continue supporting large, less frequent flows, especially during periods of low renewable output
or high electricity demand, which could have implications for future operation and maintenance
requirements.

The composition of gas flowing through the network could also begin to change. Biomethane is the
most immediate low-carbon molecule likely to enter the system, because it is compatible with
existing gas infrastructure, and can displace a portion of fossil natural gas without requiring
fundamental changes to end-use equipment. However, increased biomethane production would still
affect how the network is used in practice, as injection is likely to occur through a greater number of
smaller and more distributed entry points, particularly on the distribution network, rather than
through the large-scale import points that currently dominate natural gas supply.

Hydrogen presents a more uncertain and longer-term implication for network use than biomethane.
In particular, the timing and potential scale of green hydrogen production in Ireland remain highly
uncertain, with limited clarity on how quickly supply, demand and supporting policy frameworks will
develop. A near-term role could emerge through blended hydrogen imports from Great Britain, but
this would still require investment to ensure compatibility of parts of the network and connected end
uses with a changing gas composition. By contrast, a larger domestic role for green hydrogen would
imply more significant infrastructure requirements, potentially including dedicated production
facilities, new transport and compression assets, storage, and more substantial adaptation or
repurposing of parts of the gas network. Further evidence, policy development and system planning
are likely to be required before any material investment decisions can be justified.

8.3 Network planning

The changing and uncertain future role of gas has clear implications for how the network should be
planned during PC6 and beyond. As set out in Section 8.2, the network is likely to continue to play a
significant role during PC6, but the way in which it is used may evolve over time. The main
implication for network planning is the need to maintain safety, resilience and security of supply in
the near term, while preserving flexibility to respond to a range of longer-term pathways. In practice,
this points towards a no-regret and adaptive planning approach, with investment focused on
maintaining current system capability and enabling proportionate responses to future changes in
demand, supply and network use.

» Network planning is likely to require an adaptive and no-regret approach: Future planning
will need to remain robust to a wide range of outcomes, with PC6 focused on maintaining
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safety, resilience and asset health rather than making significant commitments to uncertain
long-term needs.

>  Peak capability is likely to remain an important planning consideration: Even where annual
throughput declines, the network may still need to maintain high peak-day capacity, implying
continued focus on system capability, pressure management and resilience.

> Biomethane is likely to require more localised network adaptation: A growing role for
biomethane would imply a need for additional connection infrastructure, local
reinforcement, reverse-flow capability and operational changes to accommodate more
distributed injection.

» Hydrogen is more appropriately treated as a contingent future requirement: The timing,
scale and infrastructure implications of hydrogen remain too uncertain to support material
investment during PC6, but compatibility and potential future network requirements will
need to continue to be assessed.

»  Future investment is likely to need to remain proportionate and preserve optionality: Any
new network investment will need to be targeted, adaptable and recoverable within an
appropriate timeframe, given the risk of lower utilisation under faster transition pathways.

Network planning should also consider implications around network cost recovery. Network costs are
currently recovered through regulated transmission and distribution tariffs, using a combination of
capacity and commodity-based charges linked to peak demand and annual throughput. This means
that if gas volumes decline faster than the underlying cost base can adjust, average tariffs may rise,
even where the network continues to be required to maintain peak capability and security of supply.
This results in escalating network charges for every unit of gas consumed and creates risks for cost
recovery as those who are less able to move alternatives will therefore face escalating bills.

To explore the challenges raised by the existing cost recovery approach we have modelled the
network cost implications of each of the modelled scenarios in Appendix A. Cost escalation is most
material in the Policy Ambition scenario which shows the fastest decline in gas demand. In the Policy
Ambition scenario network average tariffs rise significantly in the long term as gas demand declines
faster than allowed revenue (which consists of a largely fixed cost base).

This implies that the current network cost recovery approach could create fairness risks in faster
decarbonisation scenarios. In anticipation of this, it may be necessary to consider alternative cost
recovery options, including:

> Spreading costs more evenly across time: In anticipation of the future decline in gas network
demand, future price control periods may explore frontloading some of the long-term costs
to smoothen out tariff increases. Accelerated depreciation and accelerated RAB returns are
potential ways to achieve this.

» Spreading costs more equitably across consumers: With the majority of network demand
coming from the power and industrial sectors, future price controls may explore shifting
more of the capacity costs towards these larger users. This will help ease the burden on
remaining residential and small commercial gas consumers as their sectors electrify.
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Shortening the payback period for future capital investments: Given the potential decline in
gas network demand, future gas network assets may consider a shorter depreciation period
than the current 20-year lifespan. Future assets may have shorter fixed depreciable lives or
alternatively may have variable depreciable lives such that all gas network assets will fully
depreciate by a given year. Similar to the first cost recovery option above, this will help blunt
the severity of future tariffs price increases as gas network utilisation falls.

8.4 GNI’s licences and obligations

Gas Networks Ireland (GNI) holds a number of licences that allow it to operate as the monopoly
provider of essential gas network infrastructure in Ireland. These licences create a framework for GNI
to operate within and set out GNI’s responsibilities and obligations. Specifically, licences:

>

Provide legal authority to operate: Licences provide GNI with the authority to own, operate
and develop the national gas transmission and distribution networks and to undertake the
role of system operator.

Enable regulatory oversight of a natural monopoly: Allows CRU to monitor and control GNI’s
activities to prevent abuse of monopoly power and ensure operation in the public interest.

Ensure fair and non-discriminatory market access: Requires GNI to provide transparent
third-party access to the network, supporting competition and efficient market functioning.

Enforce performance, safety, and reliability standards: Imposes obligations on GNI to
maintain a safe, secure, and resilient gas network with defined service and operational
standards.

Support delivery of national energy policy objectives: Embeds requirements related to
security of supply, infrastructure development, and increasingly decarbonisation and energy
transition goals.

Underpin economic regulation and cost control: Provides the basis for CRU price controls,
ensuring efficient investment, appropriate cost recovery, and protection of consumers from
excessive charges.

Ensure compliance with EU energy market rules: Aligns GNI’s operation with EU legislation
on market access, unbundling, and system operation.

Define roles, responsibilities, and accountability: Clearly sets out GNI’s duties as network
operator, including planning, investment, and system management obligations.

GNI has an important role in facilitating the changes expected in Ireland’s energy system over the
coming decades. As the owner and operator of the gas network, it will need to maintain the safe and
reliable operation of existing infrastructure while enabling the network to respond to changing
patterns of demand, supply and use. This includes supporting the continued role of gas where it
remains necessary for security of supply and flexibility, while also preparing for the growth of lower-
carbon alternatives such as biomethane and, potentially, hydrogen. The implications for GNI
therefore extend beyond maintaining the current system to managing the transition of the network
in a way that remains consistent with its statutory duties, licence obligations and wider energy policy
objectives.
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GNI’s licences and statutory obligations require it to continue operating a safe, secure and efficient
gas network as Ireland’s energy system evolves. This means maintaining network integrity, continuity
of supply and fair access for users while responding to changes in the scale, pattern and composition
of gas demand. These responsibilities must be met at a time when the future role of natural gas and
low-carbon molecules remains uncertain, creating a need to balance continued investment in the
existing network with flexibility to respond to alternative future pathways.

This is a particularly challenging period for GNI to plan for because decisions on maintaining and
investing in long-lived network assets must be taken before there is clarity on the eventual scale and
composition of gas use in Ireland. The pace of change will depend on factors including electrification,
renewable deployment, biomethane production, data centre growth and wider policy delivery. At
the same time, GNI cannot defer planning decisions, because it must continue to maintain network
safety, reliability and resilience and be prepared for potential new requirements such as biomethane
injection or future hydrogen-related adaptations. The planning challenge is therefore to continue
investing to meet current obligations while avoiding premature or disproportionate commitments
that may not align with the eventual pathway of the transition.

The scale of uncertainty over the medium and longer term suggests that PC6 is not the appropriate
period in which to make significant commitments to uncertain future network needs. While the
direction of policy is towards decarbonisation, the pace of delivery remains uncertain and could lead
to materially different outcomes for network use. In this context, GNI’s planning approach should
focus on maintaining options and preserving the flexibility to adapt as future pathways become
clearer, rather than committing prematurely to a single long-term view of network development.

This points towards a no-regret and adaptive approach to investment during PC6. Expenditure should
be targeted towards safety, resilience, asset health and compliance with existing obligations, while
also preserving the ability to respond to changing patterns of demand and the potential growth of
low-carbon gases such as biomethane. Where investment is required to support new uses of the
network or prepare for future transition pathways, it should be proportionate to the level of
certainty around need and capable of being justified under a range of future outcomes. Similarly, it
may be premature in the PC6 period to expect material decommissioning of parts of the gas network,
given the continued role of the system in maintaining security of supply, meeting peak demand and
preserving flexibility while longer-term pathways remain uncertain.

The uncertainty over long-term gas demand also has implications for how investment costs are
recovered. Any new investment in the network should therefore be proportionate and paid back
within an appropriate timeframe, taking account of the risk that asset utilisation could decline under
faster decarbonisation pathways. This reinforces the need for caution around long-lived or
speculative investments that could place an undue burden on future network users if demand falls
more quickly than expected.

Overall, GNI will need to continue fulfilling its core statutory and licence duties throughout PC6 while
adopting a more flexible and selective approach to planning and investment. The priority for PC6 is
not to make large commitments on uncertain future requirements, but to preserve optionality,
support no-regret actions and ensure that future investment remains proportionate to likely network
needs.
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Appendix A Network Cost Projections

A.l Network cost structure

The transmission and distribution networks in Ireland are allowed three revenue drivers, which the
network operator (Gas Networks Ireland) may recover on an annual basis through network tariffs
charged to gas suppliers. In turn, gas suppliers may choose to pass on some or all these tariffs to end
consumers.

The allowed revenue drivers are as follows:

>

Operational Expenditure (OPEX): Ongoing annual costs required to maintain and run the
network, OPEX includes technical costs such as asset management, facilities, and IT as well as
employee, regulatory, legal and other business-related expenses.

Capital Expenditure (CAPEX): CAPEX costs are investment expenses required into plant,
property, and equipment necessary for the ongoing viability of the gas network. This includes
upgrades as well as replacement or maintenance CAPEX and primarily covers pipelines,
above-ground-installations, compressor stations, and land work.

Regulated Asset Base (RAB): Gas Networks Ireland is also allowed to recover a regulated
return on capital for its network assets, including cost recovery to account for annual
depreciation.

A.1.1 Calculation of Annual Average Indicative Tariffs

Total allowed revenue is recovered by GNI across all the network demand activity. There are three
categories of tariffs that are each responsible for recovering a share of the total allowed revenue.
Each classification is driven by a different component of network demand:

>

Capacity Charges: Capacity charges are applied to network users as a cost of reserving the
right to use a maximum flow of gas. It is a fixed cost that is paid regardless of the actual use
the network. The share of allowed revenue derived from capacity charges is determined by
peak day demand on a EUR / Peak Day MWh basis.

Commodity: Commodity charges are the variable charge of using the network and is a
function of the actual gas flowed through the network. The share of allowed revenue derived
from commodity charges is determined by annual demand on a EUR / MWh basis.

Entry and Exit: Unique to the transmission network, capacity charges are further subdivided
into entry and exit costs. Entry costs are charges incurred by flowing gas into the system. Exit
costs are charges incurred by flowing gas out of the system. Gas network costs can be further
classified according to consumer charging bands and specific entry and exit points — this level
of detail is not mandatory for the implications of the study.
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A.2 Network cost escalation

The calculation of capacity charges and commaodity charges are directly driven by natural gas
demand. To inform the network implications analysis in the report, the modelled gas demand across
our three modelled scenarios has been used to estimate the potential long-term implications of
changing demand on gas network tariffs. This calculation references the methodology from GNI’s
Transmission and Distribution Revenue Models with the aim of broadly understanding the potential
effects of demand changes on annual average indicative tariffs. The following results are not meant
to represent a precise forecast of future tariffs but provide an illustration of the potential future cost
escalation on capacity and commodity charges.

A.2.1 Commodity tariffs

Figures 19 and 20 highlight the potential for average commodity tariffs to develop very differently
across the projected gas demand scenarios, assuming no changes to the current cost recovery
structure.

In the Policy Ambition scenario, commodity tariffs rise significantly from the mid 2030’s and through
to 2050. This is because annual gas demand declines faster than allowed revenue, due to the latter
consisting of a largely fixed cost base. Though commaodity tariffs only account for 10% of
transmission network revenue and 20% of distribution network revenue, network users will be
impacted by the rising costs over time.

The increase in tariffs is less pronounced in the Balanced Pace and especially in the Delayed
Transition scenario. In these scenarios, gas network demand persists leading to a more even
distribution of allowed revenue.

Figure 19 Evolution of Transmission Commodity Tariffs Across Scenarios
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Figure 20 Evolution of Distribution Commodity Tariffs Across Scenarios
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A.2.2 Capacity tariffs

Figures 21 and 22 depict two different sets of outcomes for capacity tariffs. Across all scenarios,
transmission capacity tariffs are projected to decline but distribution capacity tariffs are projected to
rise. The difference in tariff evolution between transmission and distribution networks is due to the
structural split of gas demand in Ireland, the prominence of electrification as the projected
decarbonisation pathway, and assumptions made about capacity tariff bookings.

Figure 21 Evolution of Transmission Capacity Tariffs Across Scenarios
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With heat pumps and the electrification of industrial processes, annual electricity demand across
scenarios is expected to rise. As electricity demand rises, gas will be required to meet ever higher
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peak demand requirements, particularly during low renewable generation days. The increase in
projected peak day gas demand may lead to higher capacity bookings over time. If this holds true
along with a relatively fixed cost base, transmission capacity tariffs may fall. This projection is
underpinned by assumptions on peak day demand and customer capacity bookings.

Figure 22 Evolution of Distribution Capacity Tariffs Across Scenarios
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The distribution network does not feature the same rising peak demand as the transmission network
because the distribution network does not cater to the power sector. Instead, residential and
commercial users will experience declining peak gas demand over time. As households and buildings
electrify, peak winter demand will increasingly be met by electric power. Lower peak demand against
a largely fixed cost base will lead to higher capacity tariffs. This trend is most prominent in the Policy
Ambition scenario where the pace of electrification is fastest.
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