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Introduction
Mod_30_09: Removal of restriction on Associated Site Supplier Units to DSUs was received by the Secretariat on 14 July 2009. It was presented at Meeting 23 of the Modifications Committee on 28 July 2009. The Modifications Committee agreed to discuss this Modification further at a Working Group. A Terms of Reference was circulated prior to the Working Group for comment, the Working Group addressed comments raised and agreed the Secretariat to circulate a revised draft of the Terms of Reference.
Definition of Demand Side Unit (DSU): means one or more Demand Sites which comply individually or collectively as appropriate with the criteria set out in paragraph 5.151 and is so registered by a Participant.  A DSU is classified as a Generator Unit under the Code.
Presentations

The following presentations were made:

Aggregated Generator Units and DSUs

Denis Kelly – Meter Data Provider 

Demand Side Management - A System Operator Perspective

Yvonne Coughlan – System Operator

Removing Barriers for DSUs on the National Grid

Patrick Liddy – Activation Energy

Demand Side Units in SEM

Niamh Delaney – Market Operator

The slides of these presentations can be found in Appendix 3.
Q&A Session/Discussion
The following main points were discussed:

· An RA representative noted that there exists a need to develop the market in order to make demand side participation easier in the future. 
· Advice from the SONI representative indicated that it currently has an active DSU with 20 MW capacity operating in Northern Ireland, with an Aggregated Generator Unit (AGU) due to come into operation in the near future.
· A Participant asked how Combined Loss Adjustment Factors (CLAFs) apply to AGUs. A SEMO representative stated that, as Generator Units, AGUs would have a CLAF assigned to them by the relevant TSO. This would be applied in settlement as is the case with other Generator Units. The Participant asked for an example and SEMO agreed to take an action to provide one (see actions section).  
· It was discussed that in the case of AGUs there are two meters – one for the site and one for generation. This provides the measure of both the demand and generation on the site. In the case of DSUs, however, there is only one site meter. As such, greater reliance is placed on the dispatch instruction as a measure of the output of the DSU i.e. the reduction.
· It is noted that the Working Group was set up to discuss the issues that relate to DSUs and that these should be separated from those that relate to AGUs. It was noted that unlike an AGU, a DSU does not necessarily require a generator on site and it would not be possible to meter the reduction in such a case. For example, it could be a refrigeration plant that reduces its demand. 
· It was suggested that the electricity customer be regarded as “negative generator”. It was pointed out, however, that there are different payments and charges depending on whether participants volume is classed as demand or negative generation.

· The modification sought to remove the obligation on DSUs to register a Trading Site Supplier Unit (TSSU) or come up with another way to allow them the choice between Associated Supplier Unit (ASU) and TSSU. The obligation to register a TSSU and the associated risks and obligations were stated by the proposer to be the main barrier to entry for DSUs from his and his clients’ perspectives.
· It was explained that a DSU is a special case of Generator Unit because the Trading Site only has one meter – a site meter. As the DSU increases generation (unmetered) to a Dispatch Quantity (DQ), the site reduces its demand by that amount leaving it with a ‘reduced demand’ (metered). To avoid double payment (i.e. the DSU being paid for the generation and the site not paying for the reduction), the DQ of the DSU and the reduction in demand (-DQ) are netted via the TSSU with the result that the Trading Site only pays for the ‘reduced demand’ that is metered by the site meter. The DSU Generator Unit allows the participant to receive capacity payments for the quantity it makes available for reduction.
· A SEMO representative presented to the Working Group slides with a detailed example of how settlement occurs for DSUs. These slides are attached at Appendix 3.

· A SEMO representative stated that the modification as it written is not viable as it does not address the special rules for settlement of DSUs and the requirement of these special rules that the DSU has a TSSU. Unless similar special rules were developed for DSUs so that it could have an ASU, the requirement for a DSU to have a TSSU would need to remain. 
· Allowing a DSU to register an ASU instead of a TSSU was discussed but it was felt that it would be highly complex to assign the demand of the site to an ASU. 
· It was suggested that the obligation lay with the DSU to register a TSSU and that they were exposed to any associated risks with respect to the TSSU in SEM; however, there was nothing preventing the Participant contracting with an existing Supplier or other party outside of SEM to manage those risks. The proposer asked for clarification on how such an arrangement might work in relation to the DSUs obligations in SEM. SEMO agreed to take an action to provide these clarifications (see actions section).

· A Participant stated that if it was acceptable to use a Dispatch Quantity as Metered Generation then it would address many of issues associated with a DSU only having one meter.  

· A number of points were raised over how to ensure that DSUs were actually available to reduce their demand in line with their submitted availability. It was agreed that the same means used to ensure that Generator Units are available would be applied to DSUs. 

· It was also raised that there are a number of lessons that could be learnt from WPDRS in relation to profiling of a demand site’s demand.  

· A number of points were raised over how to ensure that DSUs comply with Bidding Code of Practice e.g. what is the SRMC of turning off a refrigeration unit. It was agreed that this would be a matter for the Market Monitoring Unit to consider.
Conclusions and Recommendations

There may exist potential for some customers who currently participate in Demand Side Management Schemes to participate in the market as AGUs or DSUs. 
The Working Group found that:

Current netting rules require a that a DSU operate with a TSSU. The modification as it is currently written does not address the requirement in the calculations for a DSU to have a TSSU.

The current provisions within the Code are adequate to facilitate DSU participation. The Code places the risks associated with a TSSU for a DSU with the Participant who registers the DSU; however, subject to further clarification and SEMO’s legal opinion, the Participant is not restricted by the Code in how they manage their risks in SEM through agreements and contracts with other parties outside of SEM. 
The Working Group recommends to the Modifications Committee that no further work is required on this Modification.
Actions

SEMO to circulate examples of loss factors as applied to AGUs for the information of the Working Group. 
SEMO to provide a clarification on how DSU with a TSSU could manage their risks and obligations through contracts with other parties outside of SEM.

Secretariat to prepare and circulate the Working Group report.
Appendix 1

A) Working Group Agenda
	
	Agenda Item
	Proposer 
	Time 

	
	Coffee / Tea on Arrival
	
	2pm  – 2.15pm

	1
	Introduction / Timetable / Notification of Chair / Terms of Reference of Group
	AOD
	5 mins

	2
	Presentations

· Meter Data Provider 

· Proposer

· EirGrid Operations

· SEMO


	Various Speakers


	60 mins

	3
	Q&A Session
	All 
	15 mins

	4
	Discussion 
	All
	35 mins

	5
	Recap / Actions / Recommendations
	Chair
	15 mins

	6
	Post Working Group Timetable
	AOD
	5 mins

	7
	Close
	
	

	
	Close 4.30pm
	
	


B) Terms of Reference

Draft Terms of Reference for Members of Working Group 

Background

The Modifications Committee requested at Meeting 23 on July 28th 2008 that a Working Group be set up to discuss associated issues raised by Mod_30_09: Removal of restriction on Associated Site Supplier Units to Demand Side Units. 

There was a general consensus at the Modifications Committee that the Trading and Settlement Code (T&SC) rules for demand side participation in SEM should be re-examined to determine if barriers to entry exist. 

As there are a number of options available for demand side participation outside of SEM, including those offered by EirGrid/SONI and by suppliers, it was felt that these should be included in the review of any potential changes to the T&SC. 

Objectives

The objectives of the Working Group are: 

a) to provide an overview of the current rules for participation as a Demand Side Unit in the SEM.

b) to provide an overview of all demand side participation schemes currently available to end users in NI and RoI.

c) to provide an overview of current TSO work reviewing international Demand Side Management operation. 

d) to listen to the views of all stakeholders in relation to demand side participation, especially those of suppliers and end users.

e) to receive input from CER/NIAUR on the all island policy objectives for Demand Side Management.

f) to identify potential improvements that will remove any actual or perceived barriers to entry and encourage increased demand side participation, particularly in SEM.

g) to include in the consideration of possible changes to the demand side rules of SEM the operational effect of demand side participation from a TSO perspective.

h) to recommend to the Modifications Committee how best to proceed.

The objectives above are to be significantly progressed by Meeting 25 of the Modifications Committee on 3rd Dec 2009.

Scope

The Working Group will:

· Address issues raised by Mod_30_09 and if the Working Group participants are in agreement that the issue is wider than that raised by Mod_30_09, consider all  options to encourage greater demand side participation in SEM. 

· Review all current options for demand side participation in RoI and NI including those available in SEM and those offered by EirGrid/SONI and suppliers outside of SEM and identify potential barriers current schemes present to flexible technologies including Aggregated Generator Demand Side Units. This review will include a review of all rules related to demand side participation including Trading & Settlement Code and Grid Code rules. 

· Assess stakeholders' experience of participating in demand side schemes especially those of suppliers and end users.

· Review relevant studies on demand side participation in RoI and NI and the possible future implications.

· Review and discuss the associated issues and barriers in order to develop the proposal that outlines the requirements for facilitating greater demand side participation in SEM.

· Identify possible changes to the T&SC to could improve demand side participation in SEM.

· Determine timetable for the completion of the agreed work.

Deliverables

A report containing the recommendations of the Working Group is to be submitted to the Modifications Committee. 

Stakeholders 

Market Participants (Generators and Suppliers), End Users, other Market Participants, Regulatory Authorities, System Operators, Meter Data Providers, Market Operator, Interested Parties.

Roles and Responsibilities

· Chair to direct the Working Group – Liam Ryan, Manger SEMO Market Operations.

· Stakeholders to feed into the group - direction, analysis of problem, opinion and recommendations.

Resources

Independent Chair 

SEMO Secretariat

Analyst from each of the following:

· SEMO 

· EirGrid TSO 

· SONI TSO 

· Suppliers 

· Mod Proposer

· Interested Parties from Industry

Resources will be expected to attend, present  and participate in all scheduled meetings and carry out required preparation and follow up action on action items assigned.

Work Breakdown Structure

a) SEMO to present an overview of the operation of the rules for Demand Side Units in SEM and their experience to date.

b) EirGrid/SONI to present an overview of demand side schemes external to SEM  administered by the TSOs and their experience to date.

c) Supplier representatives to present an overview of options for demand side participation in the Retail Market in NI and RoI and their experience to date.

d) Proposer and/or other interested parties to inform the Working Group of barriers that they may be experiencing in the market.

e) Discussion of interests, issues, objective metrics and options for mutual gain.

Schedule

Initially, a half day Working Group meeting is proposed for early to mid October 2009 to discuss how to further develop this Modification. 

Next key milestone Modifications Committee Meeting 25 on December 3rd 2009.

Risks and Restraints

There is a risk that the scope of the Working Group strays to wider participation issues which may not be associated with the terms of reference of the Working Group.

Note: Although outside the scope of T&SC changes, suppliers and independent generators may also wish to consider retail billing impacts of any proposed changes.
Appendix 2
A) Mod_30_09
	MODIFICATION PROPOSAL FORM


	Proposal Submitted by:
	Date Proposal received by Secretariat:
	Type of Proposal


	Number:


	Activation Energy Ltd
	July 14th 2009
	Standard 
	Mod_30_09

	Contact Details for Modification Proposal Originator

	Name:

Patrick Liddy


	Telephone number:

+353 1 442 8801

+353 87 960 1725
	e-mail address:

Patrick.liddy@activationenergy.ie

	Modification Proposal Title: Removal of restriction on Associated Site Supplier Units to DSUs

	Trading and Settlement Code 
	T&SC Section 5

	Section(s) affected by Modification Proposal:
	5.152

	Version Number of the Code/Agreed Procedure used in Modification drafting:   
	V5.1

	Modification Proposal Description
(Clearly show proposed code change using tracked changes & include any necessary explanatory information) 

	1.152 For each Demand Side Unit, a Party (or Applicant as applicable) shall register as part of a single Trading Site in accordance with the provisions set out in paragraphs 2.60 to 2.64:

1. the Demand Side Unit;
2. a single Supplier Unit which is a Trading Site Supplier Unit, with which the Demand Reduction is associated;
3. a Netting Generator Unit; and

4. no other Unit.



	Modification Proposal Justification
(Clearly state the reason for the Modification & how it furthers the Code Objectives) 

	Background

The harmonised provisions of the Ireland and Northern Ireland Grid Codes allow for an entity known as a Demand Side Units (DSUs) which are Demand Sites which offer demand reduction. The Trading and Settlement Code requires these units to “register as part of a single Trading Site in accordance with the provisions set out in paragraphs 2.60 to 2.64: a single Supplier Unit which is a Trading Site Supplier Unit, with which the Demand Reduction is associated

We feel that the underlined clause is unnecessary, restrictive and discriminatory, and should be changed for the following reasons

1.Trading & Settlement Code Objective 1.3.3 “to facilitate the participation of electricity undertakings engaged in the generation, supply or sale of electricity in the trading arrangements under the Single Electricity Market”

The current requirements in the Trading & Settlement Code needlessly create a barrier to DSUs by inclusion of the need for the site to register as a Trading Site Supplier Units (TSSU), while other Generator Unit types may use an Associated Site Supplier Unit (ASSU). This should be changed

2. Trading & Settlement Code Objective 1.3.4 “to promote competition in the single electricity wholesale market on the island of Ireland”

Many demand sites would be happy to offer their demand reduction capabilities to the market, increasing competition in the market significantly. The burden of operating as a TSSU is preventing these demand sites participating, and so should be changed.

3. Trading & Settlement Code Objective 1.3.6 “to ensure no undue discrimination between persons who are parties to the Code”.

The requirement to act as a TSSU is only required of DSUs and so is discriminatory.  Therefore the Trading & Settlement Code should be changed.

4.  Trading & Settlement Code Objective 1.3.7 “to promote the short-term and long-term interests of consumers of electricity on the island of Ireland with respect to price, quality, reliability, and security of supply of electricity”.

This Modification Proposal should have minimal impact on central market systems, and consequentially should have negligible impact on the cost to consumers.  Therefore, any improvement brought by competition will have immediate short-term gains for the consumers on the island of Ireland.  

5. The potential burden on the operation of the market of multiple sites registering as TSSUs

In the current economic environment, many demand sites are looking for opportunities to maximise the benefits of their assets. If required to register as TSSUs, the administrative burden on the market would be significant. 

6. Environmental Concerns

Onsite electricity generation regularly has a lower carbon footprint, therefore assisting Ireland and Northern Ireland’s carbon reduction targets

7. Distributed Generation

An increased involvement of DSUs in the market will act to strengthen the grids resilience considerably as distributed generation has been demonstrated to be more reliable

8. An increase in market diversity

As most likely DSUs are not affiliated with existing market parties, their inclusion will represent an increase in the diversification of control of Generator Units within the market, a stated objective of government at the time of market opening

9. An increase in fuel diversity

As most likely DSUs will not be utilising Natural Gas to generate electricity, their inclusion will represent an increase in the diversification fuel supply to the market.



	Implication of not implementing the Modification

(Clearly state the possible outcomes should the Modification not be made , or how the Code Objectives would not be met)

	Non-implementation of this modification will result in

Retaining the barrier to entry for DSU entering the market, which has to date, prevented most Demand sites from taking part

A reduction in the potential competition of the market, avoiding potential savings to the customers

Retaining undue discrimination against DSUs

Not utilising a potential carbon saving available

A reduction in the potential security of the grid



	Please return this form to Secretariat by e-mail to modifications@sem-o.com


Appendix 3
Presentations

Please see the following presentations attached:

Aggregated Generator Units and DSUs

Denis Kelly – Meter Data Provider 

Demand Side Management - A System Operator Perspective

Yvonne Coughlan – System Operator

Removing Barriers for DSUs on the National Grid

Patrick Liddy – Activation Energy
Demand Side Units in SEM

Niamh Delaney – Market Operator
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