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Outline
1. Energy Security Emergency Group Structure 

2. Data & Modelling Sub-Group:  

• Insight: Prices Analysis 

3. Policy Response Sub-Group:  

• Insight: Windfall Tax 

4. Policy Implications
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1. Avoiding Groupthink  

Janis, I.L., 2008. Groupthink. IEEE Engineering Management Review, 36(1), p.36.  
2. Mix of Relevant Stakeholders 

Mitchell, R.K., Agle, B.R. and Wood, D.J., (1997). Toward a theory of stakeholder 
identification and salience: Defining the principle of who and what really counts. 
Academy of management review, 22(4), pp.853-886. 

3. Importance of Data: 

Watson, H., Finn, R.L. and Wadhwa, K., 2017. Organizational and societal impacts of 
big data in crisis management. Journal of Contingencies and Crisis Management, 
25(1), pp.15-22.
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Sub-Groups

Objectives: 

• Ensure the group is fully informed with data   

• SMART 

• Multiple Options 

• Multi-Criteria Analyses 

• Policy Options considered with best available evidence 
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Prices Summary
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Market Prices in Context
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UK Gas Price 2022
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Wholesale Coal Price 2022
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Wholesale Oil (Brent) Price 2022
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Domestic Oil Prices

Source: Internal DECC data reporting to EC
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Estimated Annual Bills

Source: CRU and DECC
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IE Wholesale Electricity Price & UK Gas
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Policy Response Group: Windfall
What’s the 

Evidence base?

“What data” 
Specific to your 

context

“What Works”? 
Case Studies 

Ex-Post Evaluations
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Windfall: “what works”
Case Study Successful in meeting stated 

objective? Comment Source

1980 US Oil windfall tax: No • “Taken together the results suggest that taxes reduced 
domestic production in the 1980s”.

(Rao, 2018) (link)

1981 UK Bank Windfall Tax: Partially • Estimated:  £400 million. Actual: £355 million. (Seely, 2004) (link)

1997 UK Utilities Windfall Tax: Yes • "raised the total amount of expected revenue" (Chennells, 1997) (link)

2006 Mongolia Mining Windfall Tax: No • investors withheld funds for the project until regulators 
agreed to drop the tax. Repealed in 2009

(Dugersuren, 2018) (link)

2011 UK North Sea Surcharge: No

• IFS (2013) very critical.  

• After a “call for evidence” in 2014 on the impacts – Budget 
2014 & 2015 reduced the sur-charge to 30% (2014) and the 
20% (2015). 

(Seely, Antony, 2022) (Link)

2012 Australian Mining Tax: No • "policy failure" by the authors (Simone Valle de Souza, 2017) (link)

Baunsgaard, Thomas and Nate Vernon. 2022. “Taxing Windfall Profits in the Energy Sector” IMF Note 2022/002, 
International Monetary Fund IMF, Washington, DC. (link)

https://www.aeaweb.org/articles?id=10.1257/pol.20140483
https://researchbriefings.files.parliament.uk/documents/SN00338/SN00338.pdf
https://doi.org/10.1111/j.1475-5890.1997.tb00264.x
https://www.somo.nl/wp-content/uploads/2018/01/Mining_taxes_V_1.2.pdf
https://researchbriefings.files.parliament.uk/documents/SN00341/SN00341.pdf
https://www.tandfonline.com/doi/abs/10.1080/01900692.2015.1136944
https://www.imf.org/en/Publications/IMF-Notes/Issues/2022/08/30/Taxing-Windfall-Profits-in-the-Energy-Sector-522617
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Windfall “What Data”
Prices  

• Wholesale gas prices - markets  
• Wholesale electricity prices – SEM   
• €/MWh (time- and wind-weighted benchmark prices) – CRU (2021/22 & 2022/23) 
• Future prices - markets 

Capacity  
• TSO connections – Eirgrid (Renewables & Non-Renewables) 
• DSO connections – ESB (Wind & Non-Wind) 

• Project level, technology type, connection date (REFIT vs RESS), maximum export capacity  
• Capacity factors – SEAI, Eirgrid, DECC estimates 
• Corrib – Production Schedule 

Cost 
• Cost margins by technology type –  SEM Committee Reports (2019 & 2020) 
• Future Costs 

Data limitations, asymmetric information 
• Sensitivities 
• Optimism bias  
• Hedging  
• Future Prices (+/-25%)  
• Behavioural change (production & consumption)

https://www.cru.ie/wp-content/uploads/2021/07/CRU21007-2021-22-PSO-Decision-Paper.pdf
https://www.cru.ie/wp-content/uploads/2022/07/CRU202277-202223-PSO-Final-Decision-Paper.pdf
http://www.eirgridgroup.com/site-files/library/EirGrid/TSO-Connected-Renewable-Generation.pdf
http://www.eirgridgroup.com/site-files/library/EirGrid/TSO-Connected-Non-Renewable-Generation(1).pdf
https://www.semcommittee.com/sites/semc/files/media-files/SEM-21-052%20Generator%20Financial%20Performance%20Report%20for%20FY%202019.pdf
https://www.semcommittee.com/sites/semc/files/media-files/SEM-22-021%20Generator%20Financial%20Performance%20for%20FY2020%20Report.pdf
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Windfall “What Data”
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Windfall: Gas Extraction – Corrib
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Windfall: Gas Extraction
Assumption Input Parameter Comment

Windfall Threshold 76 p/therm
Long Run Historical Mean is 44 p/therm  

This is based on 4,522 observations from 2002-2019  

76 p/therm at the 95% confidence interval

Hedge Strategy Assumption 60% 100% = full exposure to spot and futures

Tax 50% tax rate applied

Optimism Bias -10% 0% no modelling error
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Windfall: EU Infra-Marginal Price Cap
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Windfall: EU Infra-Marginal Price Cap

State

Firms

Revenue (bn)

0.00 0.63 1.25 1.88 2.50

1.0107

0.2397

1.123

1.1734

1.123

2.0157

Upper Bound Baseline Lower Bound

 Lower Baseline Higher

Price Cap €180 €180 €180

Forward Prices 75% 100% 125%

Hedge Assumption 60% 80% 90%

Production Behavioural Change 90% 100% 100%

Optimism Bias (Modelling Error) 10% 10% 10%
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Windfall: EU Infra-Marginal Price Cap
• Hedging: effective 50% 

• Wholesale Electricity Prices IE: 

• Ratio Conversion Factor 
• Technical Conversion Ratio 
• Empirical Conversion Ratio 
• Regression Analysis: 

• Augmented D Fuller – unit root 
• First order stationarity 

• Forecast Averaging:  
• Timmermann, 2006;  
• Clemen, 1989;  
• Makridakis, 2000)  €'-   
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Policy Implications
• Evidence: 

• Data: 
• Windfall Gains (RoI > normal / expected return) being made in Generation.  

• History:  
• Optimism Bias, difficulty capturing  -wont capture 100% 

• Data Limitations 

• Estimation Uncertainty:   
• Conservative Hedging, Assumptions 

• Future Prices (+/-25%) scenarios 

• Asymmetric Information 

• Vertical Integration  
• CPPAs

• Policy Recommendations: 

• Rationale: Total Cost vs. Benefits 

• Objective: Capture economic rent: 
• Price Cap < €/mwh– EU, Corrib 

• Special Gross Profit Tax 

• Minimise impact on future investment 

• Investment clause 

• Deadweight, reduces immediate revenue – offset by minimising impact on investment 

• Why will Corrib not make a profit? 

• Efficiency:  
• 31%  of generation (mwh) H1 ESB 2022, Coilte & Bord na Mona 

• Dividends  
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On-going Analytical Work & Contact

• Firm Liquidity: Collateral & Margin Requirements -  EU Solution 
• Demand Reduction Measures 
• Commercial Estimated Annual Bills 
• Fast-Tracking Renewables 

• IGEES@decc.gov.ie

mailto:IGEES@decc.gov.ie

