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Wind Energy Ireland Submission to the
Public Sector Obligation Levy 2024-25
Decision Paper

1 Introduction

Wind Energy Ireland (WEI) welcomes the opportunity to engage with the CRU and provide
feedback on the Public Sector Obligation Levy 2024-25 Decision Paper.

WEI is the nation's largest renewable energy organisation with more than 200 members who
have come together to plan, build, operate, and support the development of the country’s chief
renewable energy resource. We work to promote wind energy as an essential, economical, and
environmentally friendly part of the country’s low-carbon energy future.

We have the following comments in relation to the Public Sector Obligation Levy 2024-25
Decision Paper.

2 Overview of Key Points

e The CRU should highlight the specific benefits that Irish consumers are receiving in return for
their PSO contribution.

e WEI would welcome further information on the approvals process for supplier submitted
forecasts.

e 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.

e Defined rules on when and under what circumstances this mechanism can be triggered.

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

3 PSO Benefits

As WEI highlighted in our submission to the PSO Levy 2023 Consultation last year, a key missing
element in the proposed decision paper, and in messaging in relation to the PSO in general, is
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discussion of the numerous benefits to Ireland that the PSO delivers. The PSO levy is an essential
policy tool to promote the development of renewable, indigenous electricity generation and to
ensure security of supply for Ireland. Its support enabled wind energy to provide 35% of Ireland’s
electricity in 2023. This has delivered significant emissions reductions and cost savings for Irish
consumers from the displacement of fossil fuel generation and should be recognised. For example,
Irish consumers avoided paying €1.6 billion for gas last year because the country’s wind farms
provided 35 per cent of our electricity.

While the proposed decision notes that the PSO levy is key in enabling Ireland to meet its national
policy objectives in terms of achieving at least 80% renewable generation by 2030, there is not
enough detail on what exactly is being delivered and the specific benefits that Irish consumers
are receiving in return for their PSO contribution. WEI believes that including information such
as this will greatly improve transparency and allow consumers to better understand how the PSO
levy is contributing towards our climate action targets while reducing costs to consumers in other
areas. We recommend that such information be included in the CRU’s final PSO decision and in
all future publications in relation to the PSO.

4 Efforts to reduce Forecast Error and the R-factor

WEI would welcome further information on the approvals process for supplier submitted
forecasts. Consideration needs to be given for configurations wherein a supported generator
incorporates a storage component into their project to allow for the capture of otherwise
curtailed or constrained energy. Such a configuration would likely result in a higher captured
price and thus may require a separate technology specific Benchmark Price.

5 Power to Revisit

WEI would like to recognise the value of the PSQ’s ‘payment reversal’ mechanism ensuring costs
and benefits are fairly shared between consumers and generators. WEI recognise that reversal
of payments is difficult 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
influences on the energy market. This resulted in a significant 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 confidence. While the interaction of the RESS two-way
CfD, the PSO process, and potential cash flow 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.
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WEI 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 off takers and to also protect customers from sudden increases
in wholesale prices, where a re-calculation would lead to greater payments into the PSO. To
realise the potential benefits of the ‘power to revisit’, WEI 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. This would provide greater
certainty around cash flows and working capital requirements and in turn increase investor
confidence and PPA contract quality.

Thank you for the opportunity to provide feedback on the Public Sector Obligation Levy 2024-25
Decision Paper. We hope you consider the comments and recommendations made within our
submission and we would be happy to engage at any point to discuss.

Yours sincerely,
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Marcos Byrne
Policy Manager
Wind Energy Ireland
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