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Executive Summary

The Climate Action Plan 2023 was published in December 2022 by the Irish government.
Targets were assigned to fulfil decarbonisation and sustainability ambitions, including targets
for the Commission of Regulation of Utilities (CRU) to reach 15-20% flexible system demand
by 2025 and 20-30% by 2030 by collaborating with the energy system operators and industry.
To fulfil CAP23 targets, the CRU issued a Direction in Q4 of 2022 to ESB Networks DAC (ESB
Networks) to accelerate and expand the scope of several initiatives under the ESB Networks
National Network, Local Connections (NNLC) programme with the goal of facilitating greater
demand flexibility on the electricity system.

ESB Networks developed and consulted on proposals for a medium-term demand flexibility
product to address specific locational network congestion needs. Ultimately submitting a
Recommendations paper to the CRU in May 2024.

The CRU approved the procurement of up to 500 MW of flexibility products aimed at reducing
demand, shifting demand, and injecting power for at least four hours daily during specified
periods. ESB Network will endeavour to align with Day-Ahead Market timeframes and issue
final schedules no later than 24 hours before network needs, with indicative delivery schedules
provided up to a week in advance. Contracts were structured for durations of up to 15 years,
with energisation scheduled to commence 32 months post-award. Extensions required CRU
approval, and early delivery incentives and an off-ramp clause were flagged for future
consultation. On 12 July 2024, the CRU published its decision approving ESB Networks’
procurement proposal recommendation paper and initiated further consultation for additional
details on demand flexibility products.

In October 2024, a second consultation began on the Demand Flexibility Product. This six-
week consultation concluded on 9 December 2024, following a stakeholder webinar held on
26 November 2024. Responses informed ESB Networks’ Second Recommendation Paper
submitted on 12 March 2025. Expert analysis was provided by Baringa throughout the demand
flexibility workstream. The CRU reviewed all consultation responses and recommendation
papers before delivering its decision.

This procurement commenced in Q4 2024 with the publication of the QSQ for the Demand
Flexibility Product on the eTenders platform. Subject to CRU approval, a Call for Tender is due
to be published in Q2 2025. ESBN expect that approximately 109 MW would be sourced in the
first procurement batch. Further procurement batches could then follow to realise up to 500
MW of Demand Flexibility Product contracted across the distribution system by 2030.

The CRU’s approval in relation to the DSO’s procurement proposal are as follows:

1. Flexibility Service Providers (FSPs) will be permitted to participate in multiple markets,
stack revenues, and adhere to operating envelopes issued 24 hours before the day-
ahead market closure, which shall remain fixed unless unforeseen circumstances
arise. Delivery failures resulting from short notice by ESB Networks shall not incur
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penalties, and ESB Networks will cover Capacity Market penalties and imbalance
charges only when they stem from operating envelope compliance and not those
arising from an FSP’s own operational decisions.

2. ESB Networks Pre-energisation Incentives shall allow termination of contracts for
significant delays in critical milestones or failure to meet Minimum Completion, defined
as 50% of contracted capacity or 5 MW per site. Missed energisation deadlines shall
incur delay damages, and critical milestones and progress reporting shall be aligned
with those in other markets including the Capacity Market.

3. ESB Networks Post-energisation performance incentives shall adjust monthly
payments through a Demand Weighting Factor, based on forecasted utilization, and a
Performance Scalar, which reduces payments for underperformance. A two-month
grace period shall exempt new FSPs from penalties, and deviations from operating
envelopes for market opportunities will be subject to a 100% sharing factor.

4. Positive net revenues, defined as gross earnings minus eligible costs, will be subject
to a 50% reduced sharing factor under technoeconomic analysis. FSPs shall provide
monthly balance sheets to validate revenue calculations.

5. Termination damages will increase progressively, ranging from €24,000/MW to
€60,000/MW as energisation dates approach, enforced through conditional bonds held
until completion. Post-energisation terminations will incur a flat €60,000/MW rate.

6. Locational batching shall organize tenders for procurement geographically, allowing
unselected or pending locations to be included in subsequent rounds based on network
needs.

7. Early energisation will be optional, determined case-by-case, and exempt from delay
damages before the 32-month timeline, offering approved FSPs revenue opportunities
exceeding 15 years.

8. An off-ramp clause shall allow for contract termination through mutual agreement
between the parties.

9. Aphased approach to the delivery of a provider's capacity will no longer be considered.
The CRU recommends, however, that partial participation of asset capacity at a
location is permitted as an option to support hybrid commercial strategies and
opportunities for assets with capacity greater than the network flexibility need to
participate.

This CRU Decision Paper should be read in conjunction with the ESB Networks’
Recommendation Paper.
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CRU Strategic Plan 2025-27

Our Purpose

Serve the public interest by enabling the
provision of water, energy and energy
safety.

Our Vision

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

Our Strategic Priorities

Support Transition to Net Zero

Enable Efficient and Competitive
Energy Markets

Enable Resilient Critical National
Infrastructure

Enable Efficient Investment in
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Protect the Public in Energy Safety

Efficient Economic Regulation of Water

Services

Empower and Protect All Customers
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The Department of the Environment, Climate and Communications (DECC) published the
Climate Action Plan 2023 (CAP23) which set targets to ensure 15-20% of electricity system
demand is flexible by 2025 and 20-30% flexible by 2030 with the aim of lowering carbon
emissions. Within CAP23 and CAP24, the CRU was assigned the lead in creating, publishing
and implementing the National Energy Demand Strategy, mapping deliverables to reach
flexibility targets. The CRU and the distribution system operator (DSO), ESB Networks DAC
(ESB Networks), were identified as key stakeholders in procuring and enabling demand
flexibility. Additionally, in SI No. 20/2022 on the EU Internal Market in Electricity Regulations
2022, the CRU was obliged to have due regard to incentivising the distribution system operator
to procure flexibility services, including congestion management, to improve efficiencies in the
operation and development of the distribution system.

Building on its initial proposal to procure up to 500 MW of medium-duration demand flexibility
for congestion management, ESB Networks has submitted a second recommendation paper
confirming the operational, procurement and commercial arrangements for the Demand
Flexibility Product. These arrangements detail the process for procuring, contracting and
integrating the Demand Flexibility Product into the electricity distribution system to support
network performance and enable a more responsive, decarbonised grid.

The procurement will be phased, with a call for tender due to be published for 109 MW in Q2
2025 and will target specific grid locations experiencing congestion. Contracts will run for 15
years, with incentives for early delivery and performance-based monthly payments. A two-
month grace period will apply at contract start, after which payments will be linked to actual
delivery, adjusted using a Demand Weighting Factor that reflects system needs.

A key feature is a revised revenue-sharing model, where 50% of net revenues earned in other
markets such as wholesale or balancing will be returned to consumers—supporting fair value
without discouraging market participation. A competitive tender process, standardized
contracts, and alignment with the evolving TSO-DSO Operating Model will ensure
transparency and coordination.

The framework also supports market stacking and is designed to be technology-neutral, open
to solutions such as storage and behind-the-meter assets. This presents a full, actionable, and
scalable pathway to implementation of flexibility on the electricity system — enabling more
renewable generation, reduced congestion and support to Ireland’s Climate Action Plan and
Sectoral Emission Ceilings targets as well as providing clarity on the overall cost to consumers
which further develops the value case of the procurement.
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The Commission for Regulation of Utilities (CRU) is Ireland’s independent energy and water
regulator. The CRU has a wide range of economic, customer protection and safety
responsibilities in energy and water. The work of the CRU impacts every Irish home and
business by ensuring safe, secure and sustainable energy and water supplies at a reasonable
cost.

Further Information on the CRU’s role and relevant legislation can be found on the CRU’s
website at www.cru.ie

The Climate Action Plan 2024 (CAP24) published in May 2024 reinforced and refined the
framework established by the CAP23 wherein the Irish government set decarbonisation and
sustainability ambitions, assigning specific targets on flexible electricity demand to the CRU,
system operators, and industry. As detailed in the CAP23, the CRU will collaborate with system
operators and industry to implement the strategy and to drive progress towards the targets of
15-20% flexible system demand by 2025 and 20-30% by 2030. To fulfil Climate Action Plan
targets, the CRU issued a Direction in Q4 of 2022 to ESB Networks to accelerate and expand
the scope of several initiatives under the ESB Networks NNLC programme with the goal of
facilitating greater demand flexibility on the electricity system.

Following this Direction, the CRU published a package of four Call for Evidence papers in June
2023 to initiate the CRU’s National Energy Demand Strategy (NEDS) and included ESB
Networks Scenarios for 15-20% Flexible System Demand - National Network, Local
Connections (NNLC) programme paper. After a thorough review of responses to the Scenarios
paper, ESB Networks developed a proposal for a medium-term demand flexibility product to
be procured in locations where there is a defined system need, and the CRU published it for
consultation on 20 December 2023 on the CRU website in tandem with a CRU cover note.

The CRU approved the procurement of up to 500 MW of flexibility products to reduce and shift
demand, injecting power for at least four hours daily during specified periods. Delivery
schedules aligned with the Day-Ahead Market, with contracts up to 15 years and energisation
starting 32 months post-award. Early delivery incentives and an off-ramp clause were planned.
On 12 July 2024, the CRU approved ESB Networks’ proposal and initiated further
consultations. A second consultation, held from October to December 2024, informed ESB
Networks’ Second Recommendation Paper submitted on 12 March 2025.

This procurement commenced in Q4’ 2024 with the publication of the QSQ for the Demand
Flexibility Product on the eTenders platform. Subject to CRU approval, a Call for Tender is due
to be published in Q2 2025. ESBN expect that approximately 109 MW would be sourced in the
first procurement batch. Further procurement batches could then follow to realise up to 500
MW of Demand Flexibility Product contracted across the distribution system by 2030.
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Baringa was retained by the CRU to provide expert support for the CRU’s demand flexibility
work and as part of this work, Baringa submitted a Recommendations Paper on the product
arrangements to the Commission for consideration. The Commission is publishing this
Decision paper with consideration of the ESB Networks Recommendations paper, responses
to the consultation, and the Baringa Recommendations Paper.

In July 2024, the CRU published the NEDS in line with the actions and targets outlined in the
CAP23 and to support wider decarbonisation and security of supply objectives. The demand-
side strategy emphasizes the enabling flexibility and decarbonisation will be critical to
accommodate: (1) large volumes of renewables, potentially requiring demand turn up to utilise
low carbon electricity when it is abundant and; (2) overall growth of electricity demand, for
example from the growth of new data centre infrastructure, and the electrification of the heat
and transport sectors, potentially requiring demand turn-down to reduce emissions and support
system security.

ESB Network’s Demand Flexibility Product Proposal Recommendations Paper(s) progresses
strategic objectives in NEDS and represents an important element in the delivery of the
strategy. The procurement directly supports Action 2.10, relating to the introduction of a DSO-
led demand flexibility product, and Action 2.11, which commits the DSO to implementing a
flexibility procurement to support medium-duration product tenders. Through this, ESB
Networks is progressing a framework that supports customer participation, decarbonised
energy usage, and distribution-level system efficiency.

The structure of the Demand Flexibility Product—employing long-duration flexibility contracts,
support for multi-market participation, and a floor-and-share model—demonstrates alignment
with the NEDS principles. It enables the reduction of emissions intensity and peak demand by
rewarding flexibility service providers appropriately; reduces renewable dispatch-down through
targeted constraint management; supports new connections by alleviating local grid
bottlenecks; and promotes security of supply through dependable, controllable demand-side
responses.

In line with progressing demand flexibility work, ESB Networks has established the DMSO, a
new organisational structure that brings together the teams from the NNLC programme, Smart
Metering, Network Operations and Retail Market Services. This procurement’s delivery will be
in tandem with the advancement of other DMSO initiatives including LEU flexibility services,
Beat the Peak (domestic and non-domestic), and other pilots. The procured services will be
measured in meeting Ireland’s demand flexibility targets and will be incorporated into the
NEDS.
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Under Section 35 of the Electricity Regulation Act 1999, as amended (the 1999 Act), the CRU
may give directions to the transmission system operator (TSO) and distribution system
operator (DSO), collectively the “system operators” (SOs) on the charges for connection to the
transmission or distribution system. The Act was amended by S| No. 20/2022 on the EU
Internal Market in Electricity Regulations 2022, wherein section 19 states, “The Commission,
in giving a direction pursuant to section 35(2) of the Act of 1999 shall have due regard to
incentivising the distribution system operator to procure flexibility services, including
congestion management, in order to improve efficiencies in the operation and development of
the distribution system”.

Under Article 32 of the EU Directive 2019/944 on the common rules for the internal market for
electricity and amending Directive 2012/27/EU, the DSO, subject to approval by the regulatory
authority, shall establish the specifications for the flexibility services procured.

In July 2021, the Irish government passed the Climate Action and Low Carbon Development
Act 2021 which committed Ireland to reach a legally binding target of net-zero emissions by
2050 at the latest, and a cut of 51% by 2030 (compared to 2018 levels). The Act required
carbon budgets, including sectoral emissions ceilings, and actions for each sector outlined in
an annual Climate Action Plan. CAP23 assigned the electricity sector to achieve demand side
flexibility of 15-20% by 2025 and 20-30% by 2030 to maximise the output of renewables.
CAP23 assigned the CRU to deliver a Demand Side Strategy with the aim of 20 to 30% of
electricity demand to be flexible by 2030, facilitating active participation of citizens and
businesses in the energy market. Additionally, ESB Networks was assigned the role of enabling
and incentivising demand-side flexibility to meet the requirements of the strategy developed
by the CRU.

This Decision relates to CRU’s approval for ESB Networks’ proposals on product arrangements
for the procurement of demand flexibility services. The CRU aims for the procurement to
enable more flexibility on the distribution system, including congestion management, while
ensuring economic efficiency for customers.
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1.4 Related Documents

The relevant documents are listed below:

10

Ireland’s Climate Action Plan 2023;
CRU’s National Energy Demand Strategy Decision Paper (CRU202467);
Scenarios for 15-20% Flexible System Demand ESB Networks Paper (found here);

ESB Networks Demand Flexibility Consultation Paper and CRU cover note, which was
published on the CRU’s website on 20" December 2023 and stakeholder responses,
which were received in response to the consultation document;

ESB Networks Demand Flexibility Product Proposal Recommendations Paper;
Baringa Recommendations Paper on ESB Networks Procurement Process;
ESB Networks Demand Flexibility Product Procurement Decision Paper (CRU202469);

ESB Networks Demand Flexibility Procurement Consultation Paper and CRU cover
note, which was published on the CRU’s website on 23™ October 2024 and stakeholder
responses, which were received in response to the consultation document;

ESB Networks Demand Flexibility Product Proposal Second Recommendations Paper;
Baringa Recommendations Paper on ESB Networks Procurement Process;
Consultation responses to CRU2023165;

Consultation responses to CRU2024133.
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1.5 Structure of Paper

The structure of this Decision paper is outlined below. The CRU analysed all aspects of ESB
Networks’ Recommendation Paper and considered all responses to the DSO’s consultation

paper.

1

Section 1 — provides background information and legal basis for the CRU’s Decision.

Section 2 — describes recommendations submitted by ESB Networks and the CRU’s
review of said submission considering consultation responses and Baringa’s
recommendation.

Section 3 — sets out the CRU’s Decision to approve the recommendations submitted by
ESB Networks.

Section 4 — concludes and provides next steps following publication of this Decision
paper
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The structure of this section follows the structure and order of ESB Networks’
recommendations paper.

ESB Networks’ Recommendation: FSPs maintain the responsibility of staying within operating
envelope limits and subject to the conditions mentioned in this paper. The FSP will need to
demonstrate that they will be able to obtain a market position to be run in the merit order,
enabling them to meet their operating envelope obligations. ESB Networks expect to cover
Capacity Market charges and imbalance charges that are incurred by the FSP under certain
circumstances that are detailed in this paper.

ESB Networks consulted on a framework for Flexibility Service Providers (FSPs) to participate
and generate revenue in multiple markets while ensuring system security and fairness. Within
the recommendation, ESB Networks provided further information on market interactions,
operating envelopes, behind-the-meter assets and the TSO-DSO operating model.

On operating envelopes, ESB Networks aims to minimize restrictions on FSPs by using a
technical evaluation focused on managing constraints and congestion on the distribution
network to enable revenue stacking while satisfying system needs. ESB Networks highlighted
that while exact profiles cannot be fixed for the duration of contracts, forecast envelopes and
expected frequencies of Flexible Service Assets (FSA) for each location will be provided at the
CfT stage. For example, a 23MW battery may cycle 0.3 times daily in 2028 based on network
needs, but higher rates may maximize wholesale market revenues. ESB Networks has
committed to not issuing penalties where delays in notification prevent FSPs from delivering
as required while stating that operating outside the defined limits will result in damages being
applied to the asset. ESB Networks states the risk of enforced losses in wholesale and
balancing markets due to operating envelope requirements is minimal. This is supported by a
proposal of eligible fuel costs recovery through wholesale earnings and aligning asset
operation with market signals. Additionally, the sharing factor has been reduced to 50% to
further mitigate this risk.

On market interactions, ESB Networks stated that FSPs will receive the indicative operating
envelope schedule seven days ahead to provide advanced notice of requirements for the
flexibility service asset, with final operating envelopes issued at least 24 hours before the Day-
Ahead Market (DAM) gate closure. ESB Networks clarified that while Flexibility Service
Providers (FSPs) may participate in the Day-Ahead Market, Intra-Day Markets (IDMs), and
future Day-Ahead System Services Auctions (DASSA), it remains the FSP’s responsibility to
ensure that their trading positions and market participation remain within the limits of the
operating envelope. Clearing in a merit order will not inherently enforce compliance with these
limits, and ESB Networks will assess compliance ex post using metered data- ESB Networks
further highlighted that FSPs will participate in the Capacity Market and submit data to the

12
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Balancing Market, with EirGrid using operating envelopes for scheduling and dispatch. ESB
Networks proposes that, where an FSP incurs Capacity Market penalties (i.e., difference
charges) as a direct result of complying with its DSO-issued operating envelope, those
penalties may be deducted from the FSP’s net revenues. However, this deduction will only be
permitted if the FSP can demonstrate that it made a reasonable and unsuccessful attempt to
meet its Capacity Market obligations through secondary trading. Metered data will be used to
assess compliance with the operating envelope and to substantiate any claim for penalty
recovery, thereby ensuring transparency, accountability, and efficient participation across
markets. ESB Networks acknowledges that flexible access may increase risks for FSPs in
meeting market obligations in which case imbalance charges can be recovered through market
earnings before application of the sharing factor and that performance scalars will not apply
where system operators’ instructions prevent commitments from being met.

On behind the meter assets, ESB Networks confirms they will be facilitated, provided they meet
the technical requirements outlined in the CfT. This ensures compatibility with system needs
while supporting their participation.

For the TSO-DSO operational model, ESB Networks proposes reflecting the maximum import
or export capacity for the Flexibility Service Asset by issuing operating envelopes 24 hours
before the Day-Ahead Market closure. In rare cases of conflict between DFP operating
envelopes and Capacity Market obligations, associated charges can be deducted from net
revenues, with Flexibility Service Providers expected to try to meet obligations, including
secondary trading. Operating envelopes will be based solely on technical network needs,
supporting revenue stacking through the TSO-DSO Operating Model. While fixed envelopes
cannot be guaranteed over 15-year contracts, ESB Networks will publish forecast
requirements at the CfT stage.

2.1.1 CRU Analysis and Recommendation

The CRU acknowledges the importance of the TSO-DSO Operating Model in ensuring effective
coordination between EirGrid and ESB Networks. Respondents argued that this coordination
is essential to avoid penalties being applied to FSPs in cases where TSO dispatch causes a
deviation from the defined operating envelope. The CRU is encouraged by the ongoing
progress on this initiative and will continue working closely with ESB Networks and EirGrid to
ensure the model provides sufficient transparency and predictability for all parties involved.
This includes clarifying rules for scheduling and dispatch, and the treatment of negative
Physical Notifications (PNs) for storage units, which the CRU notes is due to be implemented
as part of EirGrid’s Scheduling and Dispatch programme in May 2025.

On the topic of behind-the-meter assets, the CRU supports ESB Networks’ position that such
assets will be accommodated provided they meet the technical requirements. The CRU agrees
this technology-neutral approach aligns with the procurement’s goal of attracting the most
efficient and effective solutions to meet system needs. The CRU notes, however, the additional

13
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challenges in ensuring that these assets comply fully with the terms of the Demand Flexibility
Product and welcomes ESB Networks to reflect this higher of degree of risk within the
contractual obligations assigned to the FSPs.

Regarding operating envelopes more generally, the CRU recognises that FSPs require
certainty to prepare competitive bids. While the CRU understands that it is not feasible to fix
envelopes over a 15-year contract due to evolving network needs, it welcomes ESB Networks’
commitment to provide indicative forecasts—including cycling expectations and utilisation
frequency. These forecasts will help ensure transparency and enable FSPs to assess project
economics and operational feasibility more effectively. The CRU also welcomes ESB Networks
commit to provide further information or examples to clarify how assets will operate across
markets while adhering to operating envelope requirements. The CRU supports the approach
of setting operating envelopes based solely on the technical needs of the distribution system
and considers the incorporation of a multi-criteria assessment will continue to ensure only the
most suitable assets are procured. The CRU also welcomes the clarity provided on deductible
costs and the net revenue-sharing mechanism, recognising that this contributes to a more
investable proposition. The CRU also welcomes the additional clarity from the further
information that ESBN will provide on Cap methodology for fuel cost recovery at CfT stage.

Finally, the CRU reiterates its support for the technology-neutral design of the Demand
Flexibility Product Arrangement and its confidence that the combination of indicative operating
envelopes, clarity on net revenue treatment, and the ongoing development of the TSO-DSO
Operating Model will enable revenue stacking in a fair and efficient manner. The CRU looks to
ESB Networks to continue its engagement with EirGrid and stakeholders in refining and
communicating these arrangements. Furthermore, the CRU welcomes ESB Networks
commitment to provide ‘day in the life’ scenarios to assist potential bidders in understanding
how market interactions and the TSO-DSO operating model will function under the DFP
framework and in the Capacity Market.

ESB Networks’ Recommendation: ESB Networks will retain the right to terminate contracts if
critical milestones are delayed to the extent that delivery timescales will be missed, or if
Minimum Completion is not met after the long-stop energisation date. The number of critical
milestones has been reduced to 10 to align with progress reporting in other markets. ESB
Networks has defined Minimum Completion as the energisation of the lesser of the following:
50% of the contracted capacity or 5 MW per site.

ESB Networks consulted on setting pre-energisation damages that incentivize timely delivery,
encourage early energisation, prevent benefits from delays or non-delivery, and reflect network
costs. ESB Networks has stated that FSPs must adhere to a 32-month delivery schedule and

14
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provide detailed risk registers, project plans, and progress reports or contracts may be
terminated. ESB Networks noted delay damages in €/ MW apply for late delivery, increasing
with delays but capped at a percentage of termination damages. ESB Networks proposes to
not extend contracts due to delays unless caused by factors beyond the provider's control and
where Minimum Completion is achieved but not Full Completion, contracted capacity may be
revised, and damages applied to the undelivered capacity.

Following consultation, ESB Networks recommended aligning the number of critical milestones
with progress reporting standards in other markets which is set at 10.

2.2.1 CRU Analysis and Recommendation

Considering ESB Networks’ recommendation and consultation responses, the CRU supports
the introduction of a structured and proportionate pre-energisation incentive regime which
promotes timely delivery of flexibility services, provides visibility on delivery risks and balances
accountability effectively between FSPs and ESB Networks.

The CRU acknowledges the broad support received for ESB Networks proposed guiding
principles and welcomes the alignment with established mechanisms such as those found in
the Capacity Market in Ireland and the UK. This approach reflects the specific characteristics
of the distribution system and flexibility services.

The CRU notes consultation response regarding the reporting burden and supports the
decision to streamline the number of critical milestones. Aligning reporting intervals and
milestone tracking with other established markets, such as the Capacity Market, ensures
consistency and reduces administrative complexity.

In relation to delay damages, the CRU agrees with the principle of scaled damages for delays
to incentivise timely delivery, provided there is sufficient clarity and fairness in distinguishing
delays within and outside the FSP’s control. The CRU supports ESB Networks’ commitment
that force majeure events and delays attributable to ESB Networks (e.g., issuing of connection
offers) will not trigger delay damages. A transparent exception framework for force majeure or
delays outside FSPs' reasonable control further enhances this approach.

The CRU also notes stakeholder feedback that the original 5 MW threshold for Minimum
Completion may exclude smaller providers. To address this concern, the CRU supports ESB
Networks’ recommendation to redefine Minimum Completion as the lesser of 5 MW or 50% of
the contracted capacity, ensuring the regime accommodates smaller projects while maintaining
meaningful thresholds. The CRU highlights the importance of balancing developer
accountability with reasonable exceptions.

Furthermore, the CRU supports ESB Networks’ proposal to retain the right to terminate
contracts only in cases where critical milestones are unmet or where Minimum Completion is
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not achieved by the long-stop date. This approach strikes an appropriate balance between
managing non-delivery risks and offering protection for compliant FSPs.

Recognising the need for periodic review, the CRU welcomes ESB Networks approach to
building milestone reassessment into project governance, enabling adaptive risk management
while maintaining delivery confidence.

The CRU considers the pre-energisation incentive regime reflective of a fair balance of risk,
promoting delivery confidence and ensuring developers are not penalised for issues beyond
their control.

ESB Networks’ Recommendation: There will be a performance-based incentive regime
delivered through a demand-weighting factor and performance scalar. The performance scalar
shall be calibrated with a gradient of 4% reduction in monthly availability payment for every 1%
reduction between 100% and 75% performance. To mitigate financial risk to FSPs, ESB
Networks shall introduce an initial grace period in the DFP contract which temporarily waives
the financial consequences of the performance scalar for the first 2 months of operation. The
Demand Weighting Factor will be set on an annual basis in line with the foreseen utilisation of
the FSA per month and shared with FSPs in advance of the relevant year.

In the consultation, ESB Networks proposed performance-based incentive regime to ensure
reliable flexibility service delivery under the operating envelope, adjusting monthly availability
payments using a Demand Weighting Factor, reflecting the asset's monthly utilization, and a
performance scalar, based on half-hourly compliance with the operating envelope. ESB
Networks proposed reducing payments by 5% for every 1% drop in performance between
100% and 80%, reaching zero at or below 80%. For providers deviating from the envelope to
pursue other market opportunities, the sharing factor rises to 100% and in exceptional
circumstances outside the provider's control such as system outages or agreed maintenance,
damages will not apply for non-delivery.

ESB Networks has recommended retaining the performance scalar and Demand Weighting
Factor, with payments reduced by 4% per 1% performance drop between 100% and 75%, and
withheld entirely below 75%. The Demand Weighting Factor will be set annually, and a 2month
grace period will temporarily waive scalar penalties unless intentional breaches occur.
Deviations from the envelope for other markets will face a 100% sharing factor and damages
will not apply for non-delivery due to exceptional circumstances, as defined at CfT.
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2.3.1 CRU Analysis and Recommendation

The CRU supports a performance-based incentive regime that promotes a fair distribution of
performance risk, reliable delivery of contracted flexibility services and increased alignment of
availability with system needs.

The CRU welcomes ESB Networks’ approach of combining two mechanisms—the Demand
Weighting Factor and the Performance Scalar—to provide both seasonal and operational
incentives. The CRU agrees with the view that aligning flexibility with times of greatest system
need (e.g., winter periods) is critical to achieving the objectives of the regime. These measures
provide strong and targeted incentives for FSPs to optimise delivery and contribute
meaningfully to congestion management.

In response to stakeholder feedback that the proposed methodology may be overly punitive or
complex, the CRU acknowledges adjustments made by ESB Networks to reduce the severity
of the scalar curve and to introduce a two-month grace period for new FSPs. The CRU
considers these adjustments proportionate and appropriate for a nascent market, preserving
the regime’s effectiveness while addressing stakeholder concerns.

The CRU supports fixing the Demand Weighting Factor through periodic updates based on
evolving network needs and recognises this arrangement as essential for retaining efficient
operational signals. The CRU welcomes ESB Networks’ commitment to publishing the
methodology and schedule in advance of each contracting round.

The CRU agrees that the methodology for the performance-based regime must remain both
transparent and adaptive. Reviews of the Demand Weighting Factor and Performance Scalar
calibration should be built into the DFP framework to ensure it continues to meet operational
and market objectives effectively.

Regarding exceptions and additional measures, the CRU supports a no-penalty approach for
deviations due to uncontrollable circumstances (e.g., network outages, agreed maintenance,
force majeure).

ESB Networks’ Recommendation: A sharing factor of 50% applied to net revenues. Net
revenues to which the sharing factor is applied are now defined as gross merchant revenues
(across wholesale, balancing and capacity markets) less eligible variable costs (fuel costs,
imbalance charges and Capacity Market penalties in certain circumstances).

Only imbalance charges incurred as a direct result of an ESB Networks action, such as a “stop
instruction”, will be covered as an eligible variable cost. In relation to Capacity Market charges,
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the FSP must make every effort to meet the Capacity Market obligation in order for this to be
considered an eligible variable cost.

ESB Networks proposes a framework combining a floor price with a sharing factor set between
70% and 80% to optimize the use of Flexible Service Assets (FSAs) across markets. ESB
Networks states that this will ensure DUoS customers share in the benefits of efficient
operations while incentivizing Flexibility Service Providers (FSPs) to participate in other
markets without conflicting with DFP operating envelopes. ESB Networks suggested that
applying the sharing factor to net revenues only, verified through monthly trading balance
sheets is supported by technoeconomic modelling, which evaluates operational constraints
and revenue stacking opportunities to balance efficiency with market incentives.

Following the close of the consultation period, ESB Networks recommended that a 50%
sharing factor on net revenues would ensure an equal return for FSPs and DUoS customers
while incentivizing FSPs to maximize market operations for broader system benefits. In an
energy crisis, such as the 2022 Security of Supply crisis, a cap may be introduced, applying a
higher sharing factor to excessive revenues. ESB Networks further recommends allowing
Flexibility Service Providers (FSPs) to fully recover eligible fuel and other costs before applying
the sharing factor to market earnings. This recovery will be integrated into the settlement
process through the definition of 'net revenues,' which deducts costs only if FSPs comply with
their operating envelope and avoid variable costs exceeding market revenues during the
settlement period. The share mechanism guarantees no additional costs for DUoS customers.
To ensure accurate revenue recovery, FSPs must provide monthly trading balance sheets from
existing energy markets.

241 CRU Analysis and Recommendation

The CRU welcomes ESB Networks’ detailed technoeconomic analysis of the sharing factor
mechanism and notes the revised proposal of a 50% sharing factor on net revenues. The CRU
considers that this approach strikes a more balanced allocation of risk and reward between
FSPs and DUoS customers, thereby supporting efficient market participation.

. The CRU notes ESB Networks’ rationale that sharing only positive net revenues—after
deducting eligible fuel and penalty costs—encourages efficient behaviour without overly
penalising FSPs for merchant risk. This is considered important for protecting consumer value,
ensuring cost-effective flexibility procurement while maintaining strong incentives for market-
based operation.

The CRU supports ESB Networks’ proposal to require monthly submission of trading balance
sheets to ensure appropriate settlement. The CRU also acknowledges stakeholder requests
for greater transparency in the underlying modelling. In this context, the CRU welcomes ESB
Networks’ commitment to share indicative operating assumptions and worked examples (e.g.,
envelopes, cycling statistics, market trading examples) with stakeholders, while also
recognising the commercial sensitivities around reserve prices and full model disclosure.
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The CRU agrees that permitting the deduction of eligible variable costs—such as fuel and
certain penalties from capacity and imbalance markets—prior to the application of the sharing
factor is appropriate. This mitigates downside risk for FSPs and supports operational
compliance with the DFP envelope. The CRU notes that, per ESB Networks’ proposal, this
mechanism will only apply if the FSP remains within its agreed operating envelope and
demonstrates that revenues exceed deductible costs.

The CRU acknowledges that some respondents proposed alternative approaches, such as a
time-varying sharing factor or allowing the sharing factor to be included in the tender. The CRU
understands ESB Networks’ decision not to adopt these alternatives due to concerns around
complexity and the equitable distribution of risk and reward. The CRU encourages further
industry engagement should alternative options emerge that enhance competition or consumer
value.

The CRU acknowledges stakeholder concerns that the originally proposed sharing factor range
of 70-80% was overly high, reducing the incentive to participate in other markets, ESB
Networks has responded and proposes a 50% sharing factor on the basis that this allows for
an equal distribution of risk and reward and incentivises FSPs to maximise their performance
in other energy markets. This adjustment ensures that FSPs remain incentivised to engage in
revenue stacking while DUoS customers benefit from efficient operation of Flexible Service
Assets (FSAs). By focusing on net revenues (deducting eligible variable costs, such as fuel
costs and certain market penalties), the sharing factor provides:

« Operational alignment with the DFP envelope requirements.

« Improved transparency through monthly ex-post settlement assessments.

ESB Networks’ Recommendation: Termination damages will increase progressively as the
energisation date approaches. The damages value range will be around €24,000/MW -
€60,000/MW. A conditional bond will be posted up front as part of contract award, based on
100% of the termination damages. The conditional bond will only be held until the point of
energisation. Where a successful contract is terminated, the FSA must apply for a modified
connection agreement. A flat damages rate would apply for any termination post-energisation,
set at the rate of €60,000/MW.

ESB Networks proposed and recommended clearly defined scenarios that trigger contract
termination with FSPs, including failure to meet technical eligibility criteria, fraudulent activities,
providing false tender evidence, inability to secure a conditional bond, or unreliable service
delivery. ESB Networks consulted on the timing of termination affecting damages, which would
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increase as the energisation date approaches, ranging from €24,000/MW to €60,000/MW for
medium-duration providers—a 20% uplift from comparable Irish Capacity Market provisions.
Conditional bonds, equal to 100% of termination damages, would be required upon contract
award. ESB Networks clarified that this bond will only be held until the point of energisation.
ESB Networks stated that post-energisation termination would incurring a flat rate of
€60,000/MW. ESB Networks noted that where the contract is terminated, the Flexible Service
Asset (FSA) must apply for a modified connection agreement and may face disconnection
while the agreement is re-examined.

2.5.1 CRU Analysis and Recommendation

The CRU agrees that robust contractual enforcement is critical to ensure the credibility and
deliverability of flexibility procurement. The use of progressive pre-energisation termination
damages is appropriate and proportionate, particularly as the potential system cost of non-
delivery increases closer to the planned delivery date. The fixed post-energisation termination
value provides a clear and administratively straightforward signal to market participants about
the consequences of withdrawal after commercial operation.

The CRU notes the addition of 8 months to the energisation date from the originally proposed
24 months to the now recommended 32 months. Reviewing the consultation, some
respondents expressed 2027 was most suitable while many suggested incentives for early
delivery and energisation. Other respondents noted 12-24 months was enough time and
existing assets could deliver by 2025. Many noted issues around grid connection offers, which
the CRU expects will be resolved in the new grid connection policy to be published this year.
ESB Networks has expressed that the system needs arise more urgently in 2027 and for this
reason does not consider early delivery incentives, before 2027, are necessary. The set 32
month energisation date is considered appropriate based on responses to the consultation and
ESB Networks view of the system needs, however the CRU considers the option of early
energisation incentives to permit an early contract start while retaining a fixed end-date 15
years post the target go-live date would further de-risk the investment and allow for early
delivery. This could possibly allow procured assets to contribute to the CAP targets earlier.

The CRU supports ESB Networks’ analysis to not automatically grant extensions of the
effective contract length due to delays in energisation dates as fast delivery should be
prioritised by developers. Any extensions to the end date of the contract will require CRU
approval upon a recommendation from ESB Networks.

The CRU welcomes ESB Networks’ proposed termination framework, which includes
structured approaches to termination damages, conditional bonds, and alignment with
Capacity Market benchmarks. The CRU considers these proposals broadly proportionate and
effective, ensuring protection for DUoS customers while fostering delivery confidence.
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However, the CRU encourages ESB Networks to refine aspects of transparency, performance
definitions, and the proportionality of financial exposure for FSPs.

The CRU recognises strong stakeholder support for applying pre-energisation termination
damages and acknowledges concerns regarding the clarity and justification of the proposed
value range (€24,000/MW to €60,000/MW). The CRU agrees that:

Termination damages should reflect the potential system cost of non-delivery.

ESB Networks' benchmarking against the Capacity Market is appropriate, with an uplift
for DFP's locational specificity.

Damages set at €/ MW, consistent with the DFP floor price structure, are supported, as proving
tests will account for MWh capability. Post-energisation damages at a flat rate of €60,000/MW
are endorsed, as it provides certainty and reflects the heightened impact of mid-contract failure.

The CRU supports the up-front posting of a 100% conditional performance bond, considering
this a prudent measure to ensure that only financially committed FSPs participate. While
acknowledging stakeholder interest in staged bond approaches (as seen in the Capacity
Market), the CRU agrees that upfront bonds reduce risk to DUoS customers and ensure full
financial commitment. These bonds will only be held until energisation and successful proving
tests are complete.

The CRU acknowledges ESB Networks’ position that connections awarded under DFP are tied
to locational constraint mitigation and may be suspended if a contract is terminated. The CRU
agrees that indefinite retention of such connections without service provision could lead to
inefficiencies for DUoS customers. However, the CRU encourages ESB Networks to provide
clear procedural guidance for affected FSPs, including:

+ Defined timelines for reconnection assessments.

Transparent criteria for eligibility and processes.

The CRU notes broad stakeholder agreement regarding proposed termination scenarios,
including fraud, misreporting, and failure to deliver. Transparency is crucial, and the CRU
supports ESB Networks’ commitment to clearly define scenarios triggering termination with
stakeholders. In particular:

Objective definitions for subjective terms like "unreliable performance” are necessary
to avoid ambiguity and ensure fair enforcement.

- Stakeholder suggestions for additional termination grounds (e.g., HSEQ or ESG
violations) are recognised, but the CRU prioritises contract-relevant performance
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issues. Broader governance concerns can be addressed through other regulatory or
legal frameworks.

ESB Networks’ Recommendation: DFP procurement will adopt locational batching of tenders.
All locations that would benefit from the DFP shall be included in the opening procurement
batch (with a full list to be issued at CfT).

Locations not selected in a given procurement round could be included in future batches as
well as locations that were previously selected, but which still have a flexibility need.

ESB Networks proposed adopting locational batching of tenders for DFP procurement to foster
competition based on value for money, deliverability, and operability. All locations benefiting
from the DFP will be included in the initial procurement batch to maximize competition and
deliver the best value for DUoS customers. ESB Networks further proposed that subsequent
tendering rounds will allow previously unselected locations, as well as those with ongoing
flexibility needs, to participate in future batches.

Following the close of consultation, ESB Networks recommended including all eligible locations
in the initial procurement batch to maximize competition and deliver value for money to DUoS
customers. Detailed assessment criteria, guided by the principles of value-for-money,
deliverability, and operability, will be published at the CfT stage. ESB Networks clarified that
locations not selected in the initial batch, as well as those previously selected but still requiring
flexibility services, will be eligible for inclusion in future tendering rounds.

2.6.1 CRU Analysis and Recommendation

The CRU supports ESB Networks’ proposed approach to tendering locations through locational
batching, recognising its potential to enhance competition and secure better value for DUoS
customers. The CRU acknowledges stakeholder requests for increased transparency
regarding location-specific characteristics and selection criteria and agrees that these
considerations are important for improving bid quality and enabling informed participation.
However, the CRU agrees with ESB Networks that preserving competition through careful
management of information disclosure is essential.

The CRU acknowledges stakeholders’ desire for information such as priority rankings,
constraint levels, reserve prices, and expected MWh needs to help inform bidding strategies.
However, the CRU agrees with ESB Networks’ position that disclosing the relative value of
individual locations could distort competition by encouraging bids to cluster around high-value
sites and reducing competition at other locations. The CRU accepts that while the absence of
this information may increase administrative effort for FSPs, the broader competitive benefits
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outweigh these incremental costs. FSPs are encouraged to assess locations and participate
as broadly as feasible, noting that this strategy will help support more efficient outcomes for all
DUoS customers.

The CRU notes the request from respondents for clarity regarding how bids will be assessed
and welcomes ESB Networks’ commitment to publish the detailed assessment framework for
locational requirements at Call for Tender (CfT).-The CRU supports the continued application
of a multi-criteria assessment model—value-for-money, deliverability, and operability—as this
offers a holistic view of project merit and aligns with the DFP’s policy objectives. The CRU
encourages ESB Networks to clearly communicate this framework to support well-prepared
and competitive bids.

The CRU supports ESB Networks’ approach to repeating tenders and enabling locations to be
re-considered in subsequent rounds where flexibility needs persist. The CRU notes
stakeholder interest in longer-term signals, such as reinforcement plans or timelines for future
procurement rounds and welcomes ESB Networks’ intention to publish the National
Development Plan in 2025 and a Flexibility Needs Assessment in 2026. These forward-looking
documents will be important for enabling long-term investment planning and pipeline
development.

ESB Networks’ Recommendation: Where early energisation is granted, FSPs will be able to
earn revenues from the full floor and share mechanism for longer than 15 years.

In the consultation, ESB Networks proposed that energisation before the 32-month deadline
will be optional and assessing eligibility for early energisation individually during the tender
process, focus on network requirements. ESB Networks further proposed that delay damages
shall not apply for any period prior to the 32-month energisation date.

Post-consultation, ESB Networks recommended assessing eligibility for early energisation on
a case-by-case basis during the tender process, focusing on specific network needs. ESB
Networks clarified that upon approval of early energisation FSPs can begin earning revenues
from the full floor and sharing mechanism ahead of the 32-month energisation date, enabling
revenue recovery under the same structure. Delay damages are not recommended for any
period before the 32-month energisation deadline.

2.7.1 CRU Analysis and Recommendations

The CRU supports ESB Networks’ approach to allowing early energisation on a voluntary,
case-by-case basis where network need exists. The CRU recognises that early energisation
may contribute to improved congestion management and earlier benefits to the electricity

23



An Coimisiun um Rialail Féntais Commission for Regulation of Utilities

system, provided it is implemented with clear rules, appropriate incentives, and without
introducing unnecessary risks for market participants or the end customer.

The CRU agrees that early energisation should not be mandatory and supports ESB Networks’
position that it be considered only where a specific network need arises. The CRU welcomes
the flexibility offered to FSPs in choosing whether to energise early and endorses the proposal
that eligibility will be assessed on a locational and case-by-case basis during the tender
process.

The CRU supports the recommendation that where early energisation is granted, FSPs should
be able to earn revenues via the floor and share mechanism from the point of early delivery.
This aligns with the performance-based nature of the DFP and provides appropriate upside
opportunity to FSPs capable of delivering flexibility earlier than required. The CRU agrees that
delay damages should not apply prior to the standard 32-month energisation date, consistent
with the optional nature of early energisation.

The CRU agrees that no additional incentives are required beyond the floor and share
mechanism. However, FSPs must be provided with sufficient information to assess the risks
and rewards of early energisation, including likely asset utilisation. The CRU supports the
inclusion of indicative asset cycling profiles, as provided in Appendix 5.2, to improve
transparency and help FSPs assess the technical and commercial viability of early operation.

The CRU notes stakeholder concerns regarding the potential impacts of early energisation on
asset degradation and lifecycle costs. The CRU recognises the commercial risk associated
with uncertainty in cycling patterns and acknowledges that early energisation could result in
additional wear-and-tear for certain technologies, such as batteries.

The CRU agrees with ESB Networks that this is ultimately a commercial decision for the FSP.
The incentive structure (e.g., floor and share mechanism, performance scalars) encourages
providers to factor these lifecycle considerations into their bid strategies. There is no obligation
for early energisation, and the CRU considers that the current design strikes an appropriate
balance between optional participation and performance-based reward.

ESB Networks’ Recommendation: An off-ramp clause will be included to allow for the contract
to be terminated by mutual agreement.

ESB Networks proposed and recommended including an off-ramp clause in contracts, allowing
for termination by mutual agreement. ESB Networks is requiring that the off-ramp clause will
only be activated if both parties agree it is in their mutual interest. ESB Networks clarifies that
this clause is a practical tool for managing unforeseen risks for both ESB Networks and FSPs.
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2.8.1 CRU Analysis and Recommendations

The CRU acknowledges the value of the inclusion of an off-ramp clause as a mechanism for
enabling flexibility in managing unforeseen developments or risks that may arise after contract
award. The CRU supports the inclusion of such a clause, provided it is clearly defined and can
only be exercised through mutual agreement, thereby ensuring it does not introduce unilateral
risk or uncertainty for either party.

The CRU welcomes ESB Networks’ confirmation that any off-ramp clause would require
agreement from both parties and would not allow for unilateral termination. This ensures that
the clause does not undermine investor certainty or the contractual obligations underpinning
DFP arrangements.

The CRU notes that clauses allowing termination by mutual agreement are common in
commercial contracts and sees value in making this explicit within the DFP contract framework.
The CRU agrees with stakeholders that this clause should be used to address exceptional or
unforeseen developments that could not have reasonably been anticipated at the time of
contract award. The CRU also directs ESB Networks to adopt reporting arrangements with the
CRU for when the Off-Ramp cause is triggered.

While one stakeholder raised a concern about the off-ramp clause increasing risk for FSPs,
the CRU considers that—when designed appropriately—this clause could serve to reduce risk
for both parties by offering a managed exit path in exceptional circumstances. Because mutual
agreement is required, FSPs retain full control over whether to invoke the clause, which
mitigates the potential for adverse impact.

ESB Networks’ Recommendation: Phasing of delivered capacity over time has now been
removed as a result of industry feedback. The full availability payment, based on total awarded
capacity, will be paid from the point of energisation onwards subject to satisfying the contract
obligations.

ESB Networks proposed adopting a phased approach to capacity delivery, where developers
are compensated incrementally for installed capacity as network demand grows until
availability payments align with total installed capacity. During the interim period, any installed
capacity not covered by the availability payment would be available for trading in wholesale
markets at the FSPs own expense.

After review of the consultation, ESB Networks is not recommending phasing of delivered
capacity. Instead, the full availability payment based on the total awarded capacity will be
issued from the energisation point onward, provided contract obligations are met.
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2.9.1 CRU Analysis and Recommendation

The CRU notes ESB Networks’ consideration of a phased delivery model and welcomes the
decision not to proceed with this approach following feedback from respondents. The CRU
agrees that requiring Flexible Service Providers (FSPs) to assume commercial risk for
uncontracted capacity would introduce unnecessary complexity and financial uncertainty,
which could be reflected in higher tender prices and reduced participation.

The CRU acknowledges the strong concerns raised by stakeholders regarding the financial
risks associated with the proposed phasing model. FSPs would face the prospect of investing
in capacity without a guaranteed return, which may only be compensated over time depending
on ESB Networks’ evolving requirements. Such a model risks undermining investor
confidence, particularly for capital-intensive projects, and could result in inflated bids to account
for uncertainty in revenue profiles.

The CRU agrees that requiring full installation upfront, while only partially remunerating
capacity in the early years, would be economically inefficient and could place smaller or newer
market entrants at a disadvantage.

The CRU also recognises that allowing unremunerated capacity to participate in the wholesale
market during the phasing period would add a layer of operational and commercial complexity
and may create unintended distortions. Furthermore, the approach could undermine the clear,
stable revenue framework that the DFP mechanism is designed to deliver.

The CRU supports ESB Networks’ recommendation that full availability payments, based on
total awarded capacity, will be made from the point of energisation onwards, subject to contract
obligations being met. This approach is aligned with standard infrastructure procurement
principles and provides clarity, predictability, and fairness to FSPs. It also reflects the
importance of securing flexibility where and when it is needed, rather than introducing
variability that could compromise delivery certainty.

The CRU endorses the decision not to implement a phased delivery model. Instead, a single
capacity delivery approach provides greater confidence to market participants, facilitates
efficient investment decisions, and reduces administrative burden. The CRU recommends,
however, that partial participation of asset capacity at a location is permitted as an option to
support hybrid commercial strategies and opportunities for assets with capacity greater than
the network flexibility need to participate.
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This CRU Decision Paper approves the ESB Networks’ Demand Flexibility Product Arrangements and
should be read in conjunction with ESB Networks’ Final Recommendation Paper.

The CRU approves the proposal to provide FSPs with 24-hour operating envelopes and
permit market participation across multiple markets within those limits. The CRU notes that
ESB Networks will cover capacity market (CM) and imbalance costs where such charges
are driven by envelope constraints. The CRU welcomes ESB Networks inclusion of further
information in the Call for Tender (CfT) to demonstrate how assets can simultaneously
participate in wholesale markets while remaining compliant with operational limits under the
flexibility contract.

The CRU approves the application of delay damages for late energisation based on a ten-
year milestone framework, including exemptions for force majeure events. The CRU
supports the harmonized milestone structure and considers the proposed damages to be
proportionate. The CRU welcomes ESB Networks approach to building milestone
reassessment into project governance, enabling adaptive risk management while
maintaining delivery confidence.

The CRU approves the inclusion of a demand-weighting factor and a performance scalar in
determining monthly availability payments, alongside a two-month grace period post
energisation. The CRU considers this structure to be a balanced approach to incentivising
early performance while recognising initial ramp-up challenges. The CRU welcomes ESB
Networks commitment to ensure performance metrics and protocols are clearly articulated
in the CfT.

The CRU approves the proposed 50% revenue sharing factor, considers this as striking a
more balanced allocation of risk and reward between FSPs and DUoS customers. The CRU
welcomes ESBN approach to sharing indicative data on operating envelopes, asset cycling
and market trading. The CRU further welcomes the enhanced clarity from further information
on the Cap methodology in relation to fuel costs which ESB Networks has committed to
sharing in the CfT documentation.

The CRU approves the use of progressive damages pre-energisation and flat-rate damages
post-energisation, as well as the requirement for a conditional bond. The CRU considers
this structure appropriate to manage risk. The CRU welcomes the further clarity that the
contractual documentation shall set out in relation to contract termination scenarios, as well
as the conditions for application and release of the bond at the CfT stage.

The CRU approves the adoption of locational batching of tenders with the inclusion of
locations that would benefit most significantly from the DFP in the opening procurement
batch (with a full list to be issued at CfT). The CRU welcomes ESBN Networks commitment
to include indicative annual operating envelopes as well as indicative annual MWhs for the
full 15 years of the contract, at CfT stage.

The CRU approves the proposal to allow early energisation, subject to network need, with
full availability payments commencing from the energisation date. The CRU supports the
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commercial optionality this provides to developers and notes that no delay damages will
apply prior to the standard 32-month window. The CRU welcomes ESB Networks
commitment to clearly articulate operational expectations in contractual documents. The
CRU approves the inclusion of a mutual off-ramp clause allowing for contract termination by
agreement. The CRU considers this an important risk mitigation measure for both the DSO
and FSPs. The clause must clearly define the triggering criteria and mutual agreement
process in the CfT.

The CRU approves ESBN’s recommendation not to implement phased procurement of
capacity over time. Full contracted capacity will be required and paid for from the energisation
date. The CRU recommends, however, that partial participation of asset capacity at a location
is permitted as an option to support hybrid commercial strategies and opportunities for assets
with capacity greater than the network flexibility need to participate.
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3.2 Demand Flexibility Product Value Case

ESBN shall provide confirmation that each proposed contract will provide value for money
based on ESBN'’s assessment of the value of the DFP Product at the relevant location. This
confirmation is to be provided once winning bidders have been selected in the procurement
process, and prior to contract signature with winning bidders.

3.3 Demand Flexibility Product Implementation Reporting

After the conclusion of the procurement, ESBN shall provide a report on lessons learned &
recommendations for future procurement including any proposed amendments to the
parameters laid out in this Decision.

ESBN shall provide a progress update to the CRU on a quarterly basis, including but not
limited to:

* Asummary of total capacity procured, and the capacity procured in each location

+ The status of all FSPs including progress against milestones

+ Asummary of the operation and performance of any operating FSPs

» Highlight any Issues of non-compliance or non-performance which ESBN considers
to be major
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4. Conclusion & Next Steps

The CRU approves ESB Networks DAC'’s finalised proposal for the procurement arrangements
of the medium-term Demand Flexibility Product, which is aimed at alleviating congestion on
the distribution system. Following this Commission Decision Paper, the DSO will proceed to
issue the Call for Tender for the initial batch of locations.

The CfT will include the approved product arrangements, clarifications and conditions set out
in this paper, and detailed information necessary to enable credible and competitive tenders.
The DSO is expected to implement the incentive and performance arrangements, contract
terms, and market participation rules as described. After each procurement round, the DSO
will submit a report to the CRU summarising the outcomes and identifying future tendering
requirements.

Should stakeholders have any queries or comments please contact Harry Enwereonu
(henwereonu@cru.ie) and the System Services and Flexibility Team (flexibility@cru.ie).
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5. ESB Networks’ Appendix

5.1 Operating Envelopes

ESB Networks has included a set of daily operating envelopes for a select location
from ESB Networks list of locations identified as being best suited for the Demand
Flexibility Product procurement. These charts are based on current load growth
forecasts in the location and illustrate the upper and lower limits of an FSPs operating
envelope over a 12-month period.

Figure 5.1.1: A Forecasted Annual Operating Envelope for a location in 2028

The figure below represents an indicative operating envelope for 2028 for one of the
locations. The green bars represent the lower limits of the operating envelope or in other
words the export capability. The blue bars represent the upper limits of the operating
envelope or the import capability. These represent the limits that an asset could export or
import to, which as we can see in the below will vary each day and also in each half hour.
The white area between the blue and green bars represents the availability that the asset has
to operate between these limits. As can be seen in Figure 5.1.1, the asset has considerable
freedom to operate within the limits provided. Particularly in relation to the export capability of
the asset in the example below, there is considerable freedom. These diagrams provide an
illustrative example of the forecasted operating envelope utilisation over a one-year period of
time. This should inform Flexible Service Providers of likely usage and availability to
participate in other markets.

S NN

30.00
Date

e (3 LOWET e O3 Hig hi2r

31



An Coimisiun um Rialail Féntais Commission for Regulation of Utilities

Figure 5.1.2: A Forecasted Annual Operating Envelope for a location for 2035

The figure below represents an indicative annual operating envelope for the same
location as Figure 5.1.1 but for the year 2035 which indicates the changing network
need overtime.
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5.2 Cycling Statistics

In response to a request by respondents regarding expected average cycling
requirements for a BESS complying with its DFP operating envelope. ESB Networks
has included analysis below based on the forecast operating envelopes across a full

year in 2028 and 2035 in a selected published location.

Figure 5.2.1: Forecast minimum number of asset cycles
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5.3 Pre-Energisation Delay Damages

Figure 5.3.1: Recommended delay timings and value
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5.4 Wholesale Market Trading

This analysis by ESB Networks begins by generating a daily operating profile for the
BESS which (a) complies with the charge and discharge requirements of its operating
envelope, and (b) follows a simplified load profile when otherwise unconstrained by
the operating envelope. This operating profile is matched with forecast half-hourly
wholesale prices to calculate the net merchant revenues realised across each period.
Finally, the number of loss-making periods is counted against different period interval
lengths (i.e., days, months years).

The results show 5% of loss-making days, 4% of loss-making weeks and 0% of lossmaking
months in the year.

To illustrate, Figure 5.4.1 the graph below shows the half-hourly charging and
discharging profile of a BESS across a 24hr period and the associated series of
wholesale prices over this day. The BESS charges overnight and discharges for ESBN
during the morning peak, facing a slightly lower price at discharge than it did at charge
creating a loss. Whilst the operating envelope has required the FSP to take a
lossmaking wholesale position in the first half of the day, this reverses in the second
half of the day as the operating envelope facilitates an evening peak discharge when
prices are high.

Figure 5.4.1: Daily operating profile of an FSP at a selected location in 2032
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