
 

 

The door is rapidly 

closing on the    

Transition Period 

(“TP”) 

 

Getting a Free Trade 

Agreement in place 

remains a real    

challenge  

 

 

 

 

 

 

  

Call it whatever term you will – “crunch time”, “edge 

of the cliff”, “down to the wire” – the timeframe to 

get a Free Trade Agreement (“FTA”) in place by the 

year end is closing rapidly. Recent indications are that 

95% of the text in the FTA has been agreed, but at this 

stage in the negotiations every day is crucial.  

Whilst the main challenges and sticking points appear 

to be issues to do with the “level playing field”,      

implications for the fisheries sector, how disputes are 

solved and governance, the energy sector will not be 

immune to the changes that will happen post Brexit.   

A number of commentators suggest that the next 

week to ten days is the final timeframe in which to 

complete an interim FTA, which could be applied 

provisionally and be ratified at a later date. 

Over the course of 2020, stakeholders in the energy 

sector have been looking to ensure that there is an 

efficient future energy EU-UK relationship in place and 

have been encouraging negotiators to ensure the 

maximum continuity of the existing provisions       

applicable to the relationship.  

The Withdrawal Agreement maintained the           

commitment to retaining the Single Electricity Market 

(“SEM”) and whilst security of supply concerns do not 

hugely feature in a post-Brexit environment, it is now 

clear from recent updates that trading between    

Ireland and the UK will be less efficient and this    

divergence may widen over time. With effect from 1 

January 2021, the GB market will be de-coupled from 

the EU market for setting  Day-Ahead prices.  

In addition, trading electricity across interconnectors 

between the SEM and the GB market is immediately 

expected to be lower, which could result in higher 

prices. However, measures to improve liquidity of 

intra-day trading are being implemented.     
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As we have mentioned before, departure from the EU 

without a deal would mean Britain leaving the Internal 

Energy Market (IEM). A “no-deal” Brexit would result in 

the UK being classified as a “third country”, which 

would have a knock-on effect on Ireland as we will still 

need to implement EU legislation and regulations, but 

the UK will no longer be obliged to do so. Both the EU 

and GB have put a lot of time and effort into ensuring 

that all necessary transitional and/or enduring          

arrangements are in place so as there will be no       

negative impact to energy flows to Ireland via the gas 

and electricity interconnectors  

 

If a deal is agreed and the Free Trade 

Agreement is approved 

 
If an agreement can be approved shortly, specific 

changes to existing rules will become effective. These 

should replicate the current rules and regulations as 

much as possible and there should therefore be no 

immediate or obvious impact for the Irish energy     

sector. Until then, free circulation provisions of goods 

and services (including gas and electricity) between the 

UK and the EU will apply.  

 The SEM will continue to be legally underpinned. The 

aim of establishing a future economic partnership   

between the EU and the UK mechanisms would be to 

ensure that there is efficient trade over interconnectors 

and there would also be continued cooperation        

between electricity and gas operators and                 

organisations. 
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After the deadline date 

if there is no deal 

  

European energy law 

will no longer apply to 

the UK and the UK’s 

electricity markets will 

be decoupled from the 

IEM  

  

It should be assumed 

that the UK and EU 

would treat each other 

as favoured nations for 

WTO rules purposes  

 

Post – Brexit, there are 

no duties due on energy 

movements via        

pipelines or cables 

 

After the deadline date if there is 

no deal 

Electricity Scenario 

  

European energy law will no longer apply to the 

UK and the UK’s electricity markets will be 

decoupled from the IEM. The implications for 

the energy sectors in Ireland and the UK could 

be extensive in relation to how efficient both 

markets work in a post-Brexit world.  

The current arrangements in place for the             

day-ahead market between GB and Ireland will 

cease and there will be no mechanisms to  

enable the collaboration of GB and SEM energy 

regulators on cross-border matters.  

It is hoped that the FTA will address these  

deficiencies and in the longer term ensure that 

Ireland continues to function according the IEM 

rules, but also that customers on the island of 

Ireland are not penalised with higher prices 

resulting from less efficiency and less liquid 

markets. Maintaining integration and           

cooperation will enable excess wind on the 

island support the further decarbonisation of 

the EU. 

While differences may not be immediate on 

day one, they are inevitably likely to appear at 

some point. So continued dialogue to keep 

markets as aligned as possible will be vital.  

Whilst there is a degree of comfort in the 

Northern Ireland Protocol with respect to  

maintaining SEM, contingency planning work is 

ongoing in considering how best to establish a 

Northern Ireland market in the unlikely event 

that the SEM cannot be maintained.  
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Gas Scenario 

 The treatment of the flow of gas from the 

UK to Ireland is different. The mechanisms 

of cross-border trade are not expected to 

fundamentally change in a no-deal        

scenario; the UK would probably revert to 

WTO rules and would set its own schedule 

for tariffs on goods traded with “most 

favoured nations” (“MFNs”).   

  

It can be assumed that the UK would adopt 

the tariff schedule that currently applies to 

MFNs as part of the EU. Currently, the EU 

tariff on natural gas with MFNs is 0%. We 

believe it is highly likely this would        

continue. In practical terms this would 

mean that there would be no tariffs on the 

flow of gas between Ireland and the UK. 
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The UK Government has proposed            

legislation related to the SEM to               

accommodate a no-deal event, with the aim 

of enabling the continuation of the SEM and 

an objective of minimising the impact on the 

sector. The Irish Government has also     

proposed legislation to provide for the  

modification of SEM licences to ensure that 

the Commission for the Regulation of      

Utilities (“CRU”) has sufficient powers to 

ensure Ireland’s compliance with the EU 

energy regulatory framework and the ability 

to amend licences as is necessary. 


