[image: image1.png]



Working Group  Report

Mod_36_10
Removal of Connection Between Supplier Units and DSUs
09 December 2010

10.00am – 14.00pm
Hilton Hotel, 
Belfast
Table of Contents
3Attendees


4Summary


4Background


5Presentation


5SEMO Presentation:


5TSO Presentation


6Discussion Summary and Key Issues


9Recap, Recommendations and Action Items


10Appendix 1 – Working Group Presentation Slides


10Appendix 2 – Modification Proposal


12Appendix 3: Activation Energy Slides




Attendees

	Name:
	Company:

	Aileen O’Connor
	ESBI

	Aisling O'Donnell
	SEMO

	Anne Ruddy
	ESBI

	Aodhagan Downey 
	SEMO

	Carole Devlin
	ESBPG

	Denis Kelly
	NIE T&D

	Emma Burns
	CER

	Fergus O’Toole
	CER

	Gerry McDonald
	ESB

	Jean Pierre Miura
	NIAUR

	Juliet Corbett
	NIAUR

	Michael Peters
	Fingleton & White

	Michael Preston
	SONI

	Niamh Delaney - Chair
	SEMO

	Nicola Calvert
	SONI

	Patrick Liddy
	Activation Energy

	Robert O’Brien
	ESBI

	Sean Connolly
	EirGrid

	Sherine King 
	SEMO

	Yvonne Coughlan
	EirGrid


Summary
The first Working Group meeting saw further discussion by the group regarding the Modification Proposal, and actions placed on the Market Monitoring Unit (MMU) and the Regulators. SEMO presented an overview of the Modification Proposal and outlined  how the arrangement would be of benefit. The TSOs presented on the Key TSO Workstreams for DSU which include the Grid Code, NCC Communications and Performance Monitoring. There was general consensus at the meeting that the Modification can proceed to be considered by the Modifications Committee at the next meeting on 1st February. 
Background

This is the first Working Group that has been held to further progress and discuss Mod 36_10 Removal of Connection Between Supplier Units and DSUs, submitted by Activation Energy on September 16th 2010. The Modification Proposal had previously been discussed at Modifications Committee Meeting 31 where it was deferred with an action to convene a Working Group. 
The proposer in the justification for the Modification stated:

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 links these units to Trading Side Supplier Units. Having worked on this problem for over a year, we feel that this is unnecessary, restrictive and discriminatory, and should be changed.
Relevant materials related to the Modification Proposal can be found under Mod_36_10 Removal of Connection Between Supplier Units and DSUs at the following link: 

http://semoauth/MarketDevelopment/Modifications/Pages/Modifications.aspx?Stage=Active
Presentation
Slides outlining the Modification Proposal's objectives and benefits were presented by a SEMO representative. This was followed with a presentation from a TSO representative outlining the key TSO Workstreams for DSUs which include the Grid Code, NCC Communications and Performance Monitoring. Slides from both presentations are available in Appendix 1 of this report.

SEMO Presentation:
Presenter outlined:

·  The objective of Mod_36_10 as understood by SEMO:

· Remove the obligation on the Party operating the DSU to be the Supplier Unit for the Demand Sites associated with the DSU
· Changes to Section 5 of the Trading and Settlement Code outlined
· Benefits of the arrangement outlined as follows:
· Achieves objective 

· Does not require Demand Sites to register with a new Supplier

· Does not require DSU to manage the Demand Sites’ demand

· SOs ensure that DSU is compliant with Grid Code and delivering reductions when dispatched

· SOs provide availability and Dispatch Instructions to SEMO for DSU

· SEMO settles DSU based upon this data

TSO Presentation
Presenter outlined:

· The Current Demand Side Activity
· Key TSO Workstreams for DSU
· Grid Code
· NCC Communications

· Performance Monitoring 

Discussion Summary and Key Issues
The main stated objective of the Modification Proposal is to remove the obligation on the Party operating a DSU to be the Supplier Unit for the Demand Sites associated with the DSU. SEMO presented suggested alternative changes to Section 5 of the Code and identified a number of benefits associated with the alternative wording including:
· The link between DSU and Demand Sites remain;
· Removes link between TSSU and Demand Sites;
· Will not require Demand Sites to register with a new Supplier, and;
· Will not require DSU to manage the Demand Sites’ demand.
SEMO also identified that the current calculation of the Eligible Availability of the Netting Generator Unit is incorrect and needs to be modified. SEMO advised that they will submit a Modification Proposal which is likely to involve a CMS change to the April meeting to address this. SEMO noted that the Modification Proposal is independent of Mod_36_10, which should be progressed separately.
Concerns were raised by ESBCS as to whether the proposal would require a DSU to register in the market. Confirmation was given by the proposer that the company would require a Supply Licence and thus accede to the Code. SEMO further noted that a DSU must register in order to be settled in SEM. Discussion ensued regarding the existing Supply Licence and its compatibility for DSUs. The RAs agreed to review the Supply Licence to ensure compatibility for DSUs.
Action: RAs to examine Supplier Licence and certify that they are fit for the purpose of the Modification.
Fingleton & White questioned if a DSU could both import and export. SEMO confirmed that, in order to qualify as a DSU, it must have a Maximum Import Capacity (MIC) greater than zero but cannot have a Maximum Export Capacity (MEC) greater than zero. SEMO further advised that a Participant could register as an Aggregated Generator Unit (AGU) if the option to both import and export was favoured. The TSOs noted that the Demand Side Vision workstream should take consideration of rules regarding the restriction on MEC. Further questions were raised by ESBCS regarding the treatment of DSUs in the Market, SEMO confirmed that a DSU would receive the same treatment to that of any other Generator Unit in the Market in terms of credit cover and payments.
Action: Question of MEC restriction to be discussed as part of Demand Side Vision workstream. 

It was pointed out by NIE T&D that a problem may exist quantifying the metering when a DSU is spread across a number of small dispersed sites. Confirmation was sought by ESBN that no further information is required from the MDPs at this stage; TSO & SEMO agreed that the current level of information that is available on request from the MDP is sufficient at present.
The TSOs in their presentation outlined that the DSU workstreams would include consideration of any necessary Grid Code changes associated with facilitating DSUs in SEM including requirements for DSU compliance testing and commissioning and monitoring compliance with dispatch instructions. Other areas that will also require consideration include NCC communications with the control facility using SCADA and the ongoing performance monitoring and validation of the performance of the DSU. The TSO advised that any Grid Code changes will be developed in parallel with the Modification. 

Participants were also made aware of a separate RA workstream underway assessing Demand Side Vision in SEM. The Chair advised that some of the questions and concerns raised at the meeting may be best addressed by the Demand Side Vision workstream. The RAs advised that a SEMC Decision is expected on the Demand Side Vision workstream in February 2011

A question was raised around possible restrictions in availability of a DSU, TSOs confirmed that all reductions in availability should be declared by the DSU using real-time communication methods. Fingleton & White sought clarity around the information transfer between the TSO and DSU. The TSO explained that future looking demand profiles will be provided by the DSU operator to the TSO, who upon receipt will validate the data. The validation process for DSUs has yet to be determined, one option the TSO is considering is the use of a validation technique similar to the profiling used for the Winter Peak Demand Reduction Scheme (WPDRS). The control site can be considered a virtual entity, an RTU on the aggregated site will be used to communicate with the Control Centre. The TSO will also test the signals from the individual demand sites to the aggregated demand site.  The TSO will then be able to monitor DSU performance in real time via the RTU.
NIE T&D stated that participation by DSUs in the Market should be a requirement if set-up in the Market. The MDP questioned whether a gaming opportunity may exist when a DSU submits  availability declarations. The TSOs confirmed that no charge exists at present but non-compliance could result in non-payment for availability. Activation Energy added that the concern regarding the potential for gaming also exists at present with all Generators. The Group agreed that any such concerns should be addressed by the Market Monitor. The RAs confirmed that, similar to other Generators, DSUs must be fully available units. SEMO noted that Demand Sites can change availability profiles but Generators including DSUs must be available at all times as DSUs will receive payment for full availability. The TSO further noted that DSUs will be required to declare real-time availability to the Control Centre. RAs questioned the bidding options available to DSUs. SEMO noted that the Bidding Code of Practice classifies DSUs as Predictable Price Makers. 
Action: MMU to review the Bidding Code of practice to ensure compliance. 

Further concern was voiced by ESBCS regarding the monitoring of such units to ensure that actual input is correctly aligned with that of a dispatch instruction. The TSO drew attention to the Grid Code and the option available to the TSO to test and validate information submitted, two forms of validation exist: 

· Meter Data Validation of availability
· Validation of compliance with dispatch instructions
ESBCS questioned whether Micro-Generators could register as DSUs in SEM? SEMO advised that 4 MW is the minimum size for a DSU to register, therefore Micro-Generation would not qualify as a DSU.

Fingleton & White requested greater explanation of the difference between AGU and DSU and questioned why a DSU prohibits export. SEMO explained the difference with the use of an example. AGUs receive Capacity Payments and when in merit,  Energy Payments based on metered output, while DSUs are paid Capacity Payments and when in merit the benefit to the site is reduction in demand charges rather than an Energy Payment. The TSO further added that an AGU is treated as a separate Generator with its own meter. SEMO advised that the Modification does not attempt to change the current rules regarding AGUs and noted that benefits exist for AGUs to participate in the Market.
The RAs requested that the proposer include consumer benefits in the updated proposal given that the alternative version of the proposal will include the requirement for the DSU to obtain a Supply Licence. Activation Energy voiced frustration at the potential for such work to be timing consuming and  restrictive for progression of the proposal. The RAs advised that it was not their intention to be obstructive, all proposals include detail of what Code Objectives are furthered by a change to the Code.
Action: Proposer to identify the benefits and include them in the alternative version of proposal.

The Secretariat explained the Working Group process and advised that a report would be circulated to all Working Group attendees for review in advance of publication.
Action: Secretariat to draft and circulate Working Group report.

Recap, Recommendations and Action Items

The following actions were placed on the group:
RAs to: 

· Examine Supplier Licence and certify that they are fit for the purpose of the Modification.
MMU to:
· Review Bidding Code of Practice to ensure compliance. 
RAs & TSOs to:

· Address issue of MEC restriction as part of Demand Side Vision workstream. 

Proposer to 
· Draft alternative version of the Modification Proposal.
Secretariat to:
· Draft and circulate Working Group report.
There was general consensus at the meeting that the Modification can proceed to be considered by the Modifications Committee at the next meeting on 1st February. 
Appendix 1 – Working Group Presentation Slides 
Presentation slides are available via the zip folder (Working Group 1 Report) on the SEMO Website.

Appendix 2 – Modification Proposal 
	MODIFICATION PROPOSAL FORM


	Proposal Submitted by:
	Date Proposal received by Secretariat:

(to be assigned by Secretariat)
	Type of Proposal

(please delete as appropriate)

	Number:
(to be assigned by Secretariat)

	Activation Energy Ltd


	Sep 16 2010
	Standard 
	Mod_36_10

	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 connection between Supplier Units and DSUs

	Trading and Settlement Code and/or Agreed Procedure change? 

	TSC

	Section(s) affected by Modification Proposal:


	2.63, 2.65A, 5.150

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


	V7.0

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

	2.63

Subject to paragraph 2.64, each Unit within a registered Trading Site (other than a Demand Side Unit) must be registered to the same Participant.
2.65A

Where there is only one Meter Point Registration Number for a site which is registered to a Demand Side Unit, the Meter Point Registration Number may be attributable to a Supplier Unit while the Demand Side Unit may be registered to a Trading Site Supplier Unit which shall contain no Demand related to that Trading Site.

5.150

Subject to the terms of the Grid Code, a single Demand Side Unit may be associated with a number of Demand Sites provided that those Demand Sites are within the same Currency Zone. The combined Demand Side Unit shall for all purposes under the Code be treated as a single Demand Side 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 links these units to Trading Side Supplier Units. Having worked on this problem for over a year, we feel that this 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. Environmental Concerns

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

6. 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

7. 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

8. 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.

9. Numerous customers have shown an interest in partaking in such a scheme. They have the right to such a service being provided and the current restriction is depriving them of that right

10. Linking DSUs to Supply contracts creates a problem due to the relatively short nature of supply contracts. The test time for a new DSU is predicted to be 60 days. A client who moves supplier annually could only act as a DSU for 9 months a year

11. The potential burden on the operation of the system of regular site re-testing.

As Units would need to be re-tested when they change DSU, the testing burden on the system would be great. Removing the link to the supplier would reduce the re-testing requirement as it would reduce the number of contract changes.

12. Linking a DSU service to a Supply service cause corporate problems. The two services are quite diverse and so requiring one entity to supply both services may be problematic. Furthermore asking two different organisations cause data protection, corporate policy, licensing and responsibility conflicts.




	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
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