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JOINT REPORT ON THE CASE FOR A SECOND NORTH SOUTH 
INTERCONNECTOR 

 
 
EXECUTIVE SUMMARY 
 
This report provides the assessment and evaluation carried out by the 
Commission for Energy Regulation (CER) and Northern Ireland Authority for 
Energy Regulation (NIAER),  (“the Regulators”), to arrive at their conclusions to 
determine the case for a second North South interconnector.   
 
In arriving at their conclusion, the Regulators have jointly considered the 
reports and feedback on the technical, economic and stakeholder analysis 
carried out by ESB National Grid and SONI (“the TSOs”). In addition, the 
Regulators have also applied specific evaluation criteria to assess the case for 
a second North South interconnector.  
 
Arising from the various assessments and considerations, the Regulators are 
of the view that the strategic benefits gained as a result of increased 
interconnection, support the case for a second North South interconnector 
and the associated transmission network reinforcement. The Regulators are of 
the view that a second North South interconnector will provide further system 
security and reliability, will be a positive step toward further developing 
competition and will promote the development of a single electricity market. 
 
The rest of this report provides a summary of the findings of the technical, 
economic and stakeholder analysis carried out by the TSOs. This report also 
outlines the Regulators’ evaluation procedure in arriving at their decision. 
 
 
BACKGROUND 
 
Currently, the main interconnection is between Louth and Tandragee, which 
comprises of a double circuit 220/275kV line. Two additional 110kV 
interconnectors also exist between Letterkenny and Strabane and Swanlinbar 
and Enniskillen. As these two 110kV circuits link weak areas of the two 
systems they cannot operate to interconnect the two systems in the absence of 
the 220/275kV interconnector. The Louth-Tandragee line is used mostly for 
emergency support, some spot trading and spinning reserve requirements. 
Most trade is through super positioning (paper trades).  
 
The Louth-Tandragee Interconnector is used for market trading, marginal 
trading between the TSOs, rescue flows and emergency support.  330MW of 
North to South capacity was offered to market traders through an auction for 
2004/05.  A net flow of 1,368GWh was transferred from Northern Ireland (NI) 
to the Republic of Ireland (RoI), some 5.6% of the RoI demand.  To facilitate 
market trading from South to North where the capacity available to the market 
was zero for the majority of time super positioning (paper trades) was 
introduced.  Rescue flows arise when a large generating unit suddenly trips 
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out of service and this sharing arrangement reduces generating costs on the 
island. 
 
In August 2004, the TSOs completed their technical, economic and 
stakeholder studies to examine the case for a second Interconnector between 
NI and the RoI. The initial objectives of the study were to investigate:  
 

o how could additional Interconnector capacity for trading be provided?;  
o is the provision of additional Interconnector capacity justifiable?   

 
 
TECHNICAL STUDIES 
 
In view of the limitations of the current Interconnector, the technical studies 
sought to investigate, how additional Interconnector capacity for trading could 
be provided and if the provision of such capacity could be justified. In carrying 
out their studies, the TSOs took into consideration the factors that can limit 
total transfer capability. The technical studies confirmed that one of the 
following could technically limit the power flows in each direction: 
  

1. The capacity of the system equipment - the level of Power Transfer is 
limited by the risk of circuit overload or low-voltage for the transmission 
system in both jurisdictions and the interconnector. 

 
2. System separation - the level of Power Transfer after which system 

separation would be unacceptable for the transmission networks in both 
jurisdictions is limited by the ability of the system and, in particular 
generator units, in either jurisdiction to manage the impact of system 
separation. 

 
3. Stability - the level of Power Transfer that would be limited by the risk of 

the steady state oscillation or of a transient stability problem on the 
combined network system. 

 
Should one or a combination of the above factors occur then this supports the 
case for additional interconnection. 
 
The initial views held with regard to the limiting factor for power transfers 
across the current 220/275kV Interconnector is that there are transmission 
system constraints in the RoI (1) and system separation limits (2).    
 
 
RESULT OF TECHNICAL STUDIES 
 
An important point the technical studies revealed is that even if present 
network system constraints were alleviated through additional reinforcements, 
power transfer could still be limited due to the possibility of system separation. 
Currently there is a risk that if the Louth – Tandragee 220/275kV double 
circuit interconnector tripped or was lost, then the two other 110kV 
Interconnectors would automatically trip as these alone are not adequate for 
interconnection between the two transmission systems. This would mean that 
the two transmission systems would separate entirely. Therefore if there is a 
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need to increase or continue transfer capacity in either direction, then 
additional interconnection is required.  
 
The technical studies revealed that in order to overcome the possibility of 
system separation, a second interconnector would be required.  The technical 
study also revealed that in addition to another interconnector, internal system 
reinforcements will be required on both systems to increase and support 
increased power flows. The details on additional reinforcements depends on a 
number of points including: 
 

o the amount of capacity required; 
o the location where generation is increased in the exporting system; and  
o the location where generation is reduced in the importing system. 

 
The assessment and selection of reinforcements will be a continuous process.  
 
Based on the technical studies, the Regulators are of the view that the 
potential loss of the Louth-Tandragee interconnector supports the case for the 
construction of a second North - South interconnector, predominately from a 
system security and system stability point of view.  
 
The Regulators also note that the majority of responses to the Departments’ 
consultation paper, “All-Island Energy Market Development Framework”, 
highlighted the requirement for a second North South interconnector to 
facilitate increased trade and to fully realise the benefits of common wholesale 
trading arrangements and a single energy market. 
 
At this early stage, the Regulators are of the view that further planning studies 
and economic considerations are required to establish the preferred route of 
the interconnector and the associated reinforcements.  
 
 
Economic and Stakeholder Analysis 
 
 
STAKEHOLDER STUDY 
 
The Regulators also considered the findings of the Economic and Stakeholder 
Analysis. 
  
The emerging views of the Stakeholder analysis are very positive towards the 
construction of a second interconnector. A number of positive benefits were 
identified including: 
 

o increased competition;  
o control of dominance; 
o increased security of supply;  
o increased dispatch of wind generation and strengthening benefits of an 

All-Island system;  
o advantages to participants operating in both markets; and   
o alleviation of  future bottlenecks on the current interconnector as 

trades increase.   
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ESTIMATED COST AND TIMESCALE OF FURTHER INTERCONNECTION  
 
To date the studies have been supported by funding from the TENs 
programme supported by the European Commission. If it is decided to proceed 
with an additional interconnector, the funding will be used to contribute to the 
detailed route selection and design, and the preparation of an Environmental 
Impact Statement. The TSOs have informed the Regulators that additional 
funding may be available at the construction stage for 10% to 20% of the 
construction costs. 
 
The Regulators have been informed by the TSOs that the approximate cost of a 
200/275kV Interconnector is in the range of €100 million to €150 million. 
The TSOs have estimated a timescale in the order of 7 to 10 years for the 
construction and completion of such a project. The timescale includes the 
preparation and approval of planning submission, construction of the project 
and the preparation of Environmental Impact Statements. 
 
 
ECONOMIC STUDY 
 
The purpose of the economic study was to carry out a high level review of the 
range of possible flows between the two systems and the potential energy 
benefits available from additional interconnection capacity and a joint 
dispatch regime. The study assessed a range of scenarios that could affect 
savings gained from additional North South interconnection. These included: 
 

• Interconnection between Ireland and Wales;  
• Additional generation connected in the Republic;  
• Lower than expected uptake of wind generation; and  
• Changes in world oil and gas prices as reflected since 2004. 

 
The economic benefits can be estimated from an assessment of the capacity 
benefits and the trading benefits gained from increased interconnection. A 
capacity benefit is the potential reduction of generation capacity required as a 
result of increased interconnection. However, the quantification of the capacity 
benefit would require generation adequacy standards from an All-Island 
perspective and the value placed on relying on external generation. Trading 
provides the benefit of increased transfer capacity (trades) across the 
interconnector.  
 
The economic study considered a range of scenarios to determine the savings 
that could result from reduced generation fuel costs.  The analysis suggests 
that, depending on the scenario, a range of savings from €2.3 million to 
€18.9 million per annum could be achieved. No scenario indicates the 
possibility of loss or only break-even results.  
 
The economic analysis does report that as the two systems gain more 
generation or additional interconnectivity, then the range of savings could be 
reduced. Again no loss is indicated.  
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Based on the findings of the economic analysis, the Regulators are of the view 
that the economic study does not present a strong case against the 
construction of a second North South interconnector 
 
 
Additional Regulatory Criteria 
 
The various studies carried out by the TSOs did not take account of several 
less quantifiable benefits such as:  
 

• The effect of increased competition;  
• Ancillary services - efficiency savings in investment;  
• Security of supply and system stability; and  
• Benefits to customers. 

 
The evaluation criteria applied by the Regulators are discussed below:  
 
 
Increased competition  
 
It is generally accepted that interconnection opens markets to competition 
from other markets. Competitive behaviour and bidding will result in 
downward pressure on prices. Interconnection will lead to a larger market, 
thereby moderating the effects of market dominance and reducing market 
share. In addition it will also help reduce issues associated with isolation, 
which currently relate more to the Republic of Ireland than to Northern 
Ireland. 
 
In August 2004, CER and NIAER signed a Memorandum of Understanding 
(MOU).  The MOU provides a set of agreed principles which will underpin the 
development of a single wholesale electricity market on the island.  Under an 
All-Island arrangement generators and suppliers will be able to participate in 
the wholesale market on the same basis regardless of their physical location.  
To support the implementation of an efficient wholesale arrangement other 
areas of work need to be considered on a joint basis.  For example section 13 
of the MOU states that:  
 

“In parallel, we will undertake that transmission network 
owners/operators will co-operate to carry out joint transmission planning 
including interconnection.”   

 
One of the objectives of the Regulators in this regard is that they will review 
the investment programme on the wider all-island basis so that, as competitive 
pressures increase through increased opportunities for trade, constraints do 
not pose a limitation of such benefits.  
 
Similar to other sectors, investors in the electricity sector need the confidence 
and security that trading arrangements and potential earnings (therefore 
return on investment) will not be curtailed due to limitations of network 
infrastructures. A second interconnector will assist in providing such 
confidence.  
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Another benefit of interconnection over conventional generation is that it 
should enable greater flexibility in energy purchases in terms of volumes, 
durations and time scales.  
 
The Regulators are of the view that this criterion supports the case for a 
second Interconnector 
 
 
Efficiency- Investment Savings 
 
Ancillary Services- opportunities for savings in the reserve requirements can 
be achieved. In addition interconnection could improve the amount of time 
available for plant outages for maintenance, which in turn minimises the 
number of forced and unanticipated outages. This has the benefit of delaying 
the cost of new transmission investment and transmission costs associated 
with new generation.  A further benefit of interconnection is that it can operate 
as a generator in the event of the loss of load from a generator in either 
jurisdiction. 
 
Notwithstanding the fact that it is difficult to predict the position of generation 
adequacy either in the North or South in seven or eight years time, the 
Regulators are of the view that the benefits of ancillary services shared 
through interconnection should not be ignored by either jurisdiction. 
Additional interconnection would deliver the required reinforcements to the 
system to facilitate power flows in both directions.  
 
In addition, greater interconnection would deliver a fast response to reserve 
requirements as it can deliver a solution to power shortages in a short time. 

  
The Regulators are of the view that this criterion supports the case for a 
second Interconnector 
 
 
Security of supply and System Stability  
 
The TSOs technical studies suggest that the loss of the Louth-Tandragee line 
would result in system separation.  This could result in loss of load in either or 
both systems.  This risk increases as an All-Island wholesale electricity market 
develops and where over time customers/suppliers in one jurisdiction rely on 
purchases from generators in the other jurisdiction.   
 
Increased interconnection provides additional system security and stability 
against a background of growing demand, tight generation reserve margins, 
increasing need for generation capacity, increasing reliance on generation in 
one jurisdiction by the other and the current low levels of interconnection 
between Ireland and the rest of Europe.   
 
Given the significance of security of supply to a (virtually) isolated market, the 
Regulators are of the view that there is a strong case for a second North South 
interconnector.   
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The Regulators are of the view that this criterion supports the case for a 
second Interconnector 
 
 
BENEFITS TO CUSTOMERS  

 
A range of benefits would accrue to customers on the island. These include: 

 
• Access to a larger market and greater consumer choice; 
• Competitively priced retail services in electricity; and 
• Greater security of supply.  

 
The Regulators are of the view that electricity has characteristics similar to a 
“public good” and as such the value placed on the loss of such a good is not 
easily quantifiable. The Regulators’, in considering their duty toward final 
customers, will take this fact into account and in assessing if direct regulatory 
intervention to protect the interests of final customers is required. 
 

 
CONCLUSION  
 
In the light of all of the above considerations, the Regulators have jointly come 
to the conclusion that there are sound economic and strategic reasons for the 
construction of a second interconnector. While it may be difficult to quantify 
the full range of benefits likely to result from a second interconnector – 
particularly the longer term dynamic benefits which would be seen in the 
market place – nevertheless  he various strategic evaluation criteria applied by 
the Regulators support the case for a second interconnector.  
 
The Regulators conclude that, similar to existing interconnection, the second 
North South interconnector should be part of the regulated asset base and 
controlled jointly by the two TSOs. The Regulators will proceed to take the 
following steps: 
 

• request the TSOs to jointly carry out a study to determine the 
appropriate route, size and cost of the second interconnector;  

• set out minimum criteria for the TSOs for their evaluation to ensure 
principles of efficient investment are met;  

• advise the TSOs to apply for further funding that may be available 
and 

• notify industry of this decision to avoid any uncertainty or risks to 
investment decisions. 

 
 
                                                          
 

     ********************************* 


