
Observations: 

Q1. What are your views on the PSO proposed decision for 2024/2025?

Response:

Bord na Móna (BNM) welcomes the opportunity to respond to the CRU’s proposed PSO Levy for 2024/2025. Ireland

has an extremely ambitious target of achieving an energy system supplied by 80% renewable electricity by 2030.

This necessitates a rapid acceleration and deployment of indigenous renewable generation. Coinciding with REFIT

and RESS schemes, the PSO levy has thus far served as vital policy tool for 5nancing and delivering this

development. BNM is one of Ireland’s leading providers of climate resilient energy system solutions. Our extensive

and innovative onshore generation portfolio includes a number of generation projects with operational RESS

contracts. We broadly agree with the decisions contained in this paper but would like to take the opportunity to

comment on the future of the ‘Power to Revisit’ mechanism.

 

As all factions of society hold a stake in the decarbonisation of the energy system and contribute 5nancially to its

transition, the PSO’s ‘payment reversal’ mechanism is an important tool to ensure costs and bene5ts are fairly

shared between consumers and generators. We wholly support this mechanism and acknowledge that reversal of

payments is di;cult to predict, due to variable market conditions and the dynamic nature of the mechanism. 2023

was an exceptional year for wholesale electricity prices due to geopolitical in<uences on the energy market. This

resulted in a signi5cant overestimation of the PSO 2023/24 benchmark price relative to outturn wholesale

electricity prices. In turn, RESS projects paid large repayments into the PSO which caused instances of solvency

issues, uncertainty within PPA pricing agreements and decreased lender con5dence. While the interaction of the

RESS two-way CfD, the PSO process and potential cash <ow issues was understood by market participants, the

volatility of wholesale prices over the last two years was unexpected. The scale of working capital issues was

unforeseen and the impact of this has been an increased risk for intermediaries entering PPA agreements with

RESS projects and the risk premiums associated with them.

BNM are pleased that Article 9(4)[1] of the PSO Order permits the CRU to revise their PSO payments. Though it is

currently uncertain when and how this power will be used, it can serve to bound the working capital risks for RESS

PPA oC takers and to also protect customers from sudden increases in wholesale prices, where a re-calculation

would lead to greater payments into the PSO.
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To realise the potential bene5ts of the ‘power to revisit’, BNM believe it is important that rules are established for

how and when it will be used. We would welcome a public consultation on the design of these rules. It would be

our preference that objective conditions would trigger a recalculation of the benchmark price and associated PSO

payments. For example, if wholesale prices deviate from expectations to the point that prices are 20% greater or

lesser than the benchmark. Implementing such rules would bound the risks associated with setting the PSO

benchmark price and provide con5dence to impacted stakeholders. This would provide greater certainty around

cash <ows and working capital requirements and in turn increase investor con5dence and PPA contract quality.

 

To summarise, we would welcome:

 

The PSO levy 2024/25 will propel Ireland’s renewable energy ambitions. Consultation with industry on possible

redeterminations of PSO Levy / Payment is essential for reinstating clarity and con5dence for developers and

investor alike, to ultimately deliver renewable generation development at pace.

 

 

[1] S.I. No. 119/2023 - Electricity Regulation Act 1999 (Public Service Obligations) (Amendment) Order 2023

 

A public consultation and industry engagement on the rules involved in instances where the CRU can revisit

the determination of the PSO Levy or Payment during a PSO Year.  
•

De5ned rules on when and under what circumstances this mechanism can be triggered.•

A set percentage base or threshold on wholesale prices that would incur a repayment recalculation.•
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