	Final Recommendation Report of the Modifications Committee
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Reference
	FRR_09_08 

	Modification Proposal Reference:
	MOD_09_08  Retaining Settlement Reallocation Agreements as firm on billing



	Date of Issue:
	04 April 2008
	Category: 
	Standard

	Mod Originator :
	 SEM-O
	Meeting No(s):
	Meeting 13

	Reason for Issue:
	For Regulatory Authority Decision

	Section 1 

(a) Summary of Modification Committee Determination
& detail of Proposal Development

	Mod_09_08 was proposed to put Section 7 clause 7.25 into the enduring Code, because under the enduring code the Section 7 provision will fall away 12 months after market start date.

This principle was discussed at the credit forum and the drafting of Mod 09_08 was an action based on the consensus of the forum.  This Modification Proposal was discussed and voted on at Meeting 13 of the Modifications Committee.

Recommendation Summary 

Having considered the Proposed Modification at the abovementioned Meeting, the Modification Committee recommends 

1. The Proposed Modification should be made

      2.  With Implementation date of 25th April 2008 or one working day after the RA decision if the RAs' decision is made after 24th April 2008.

	(b)  Rationale behind Modification Committee Recommendations 

	The Modifications Committee agree with the proposal to modify the enduring Code so that  SRAs will not  be firm until billing, in line with what is currently in Section 7 of the Code and is currently implemented in the SEMO systems and business processes.  


	(c)  Impact on Code Objectives

(which objectives are better facilitated and how)

	This Modification aims to further Section 1.3.2 and 1.3. 3, respectively : 'to facilitate the efficient, economic and coordinated operation, administration and development of the Single Electricity Market in a financially secure manner;' and '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;' 




	Section 2

(a) Summary of Impacted Parties
	Detail of impact

	Generators
	N
	No change to the process currently in place

	Demand Side Units
	N
	No change to the process currently in place

	Interconnector Units
	N
	No change to the process currently in place

	Suppliers
	N
	No change to the process currently in place

	Intermediaries
	N
	No change to the process currently in place

	MDP
	N
	

	TSO
	N
	

	MO
	Y
	

	(b) Summary of Impacted Documents/Systems
	Detail of impact

	Code Provisions
	Y
	Section 6

	Business Processes
	N
	

	Legal Requirements
	N
	

	Grid Code
	N
	

	Other Code
	N
	

	Systems
	N
	

	(c) Proposed Modification (Original Draft)

This section contains the text of the original draft of the modification proposal

	Currently under section 7.25, SEM-O cancels Settlement Reallocation Agreements submitted by Participants that are in excess of the Debited Participant’s Self Billing Invoice. This provision is in place only for 12 months after the Market Start Date. The proposal moves this clause from section 7 back to section 6, thereby becoming part of the enduring Code.

Alterations to Section 6

New paragraph 6.245A:

6.245A The Market Operator shall, as a part of the determination of Settlement for each Billing Period and Capacity Period, determine whether any Participant has, in respect of its Generator Units, entered into Settlement Reallocation Agreements that, in total exceed the Trading Payments or Capacity Payments due to that Participant in respect of those Generator Units for that Billing Period or Capacity Period as applicable.  For any such Participant, the Market Operator shall cancel a sufficient quantity of Settlement Reallocation Agreements such that the remaining Settlement Reallocation Agreements do not in total exceed the Trading Payments or Capacity Payments due to that Participant in respect of that Participant’s Generator Units for that Billing Period or Capacity Period as applicable.  In cancelling any such Settlement Reallocation Agreements, the Market Operator shall consider the Settlement Reallocation Agreements in the order in which the relevant Settlement Reallocation Requests were lodged with the Market Operator. The Market Operator then shall cancel such Settlement Reallocation Agreements in turn until those remaining in total no longer exceed the calculated Trading Payments or Capacity Payments due to that Participant in respect of its Generator Units for that Billing Period or Capacity Period as applicable.

Alterations to Section 7
Delete paragraph 7.25

7.25     Until the date that is 12 months after the Market Start Date, the following paragraph shall be inserted after paragraph 6.245:

  “6.245A The Market Operator shall, as a part of the determination of Settlement for each Billing Period and Capacity Period, determine whether any Participant has, in respect of its Generator Units, entered into Settlement Reallocation Agreements that, in total exceed the Trading Payments or Capacity Payments due to that Participant in respect of those Generator Units for that Billing Period or Capacity Period as applicable.  For any such Participant, the Market Operator shall cancel a sufficient quantity of Settlement Reallocation Agreements such that the remaining Settlement Reallocation Agreements do not in total exceed the Trading Payments or Capacity Payments due to that Participant in respect of that Participant’s Generator Units for that Billing Period or Capacity Period as applicable.  In cancelling any such Settlement Reallocation Agreements, the Market Operator shall consider the Settlement Reallocation Agreements in the order in which the relevant Settlement Reallocation Requests were lodged with the Market Operator. The Market Operator then shall cancel such Settlement Reallocation Agreements in turn until those remaining in total no longer exceed the calculated Trading Payments or Capacity Payments due to that Participant in respect of its Generator Units for that Billing Period or Capacity Period as applicable.”
Modification Proposal Justification                                                                                                                                           Clearly state the reason for the Modification. Attach further information if necessary

In accordance with section 7.25, SEM-O systems have been developed to cancel Settlement Reallocation Agreements which exceed the total amount of the Debited Participant’s Self-Billing Invoice. This design is also consistent with paragraph 6.244 which places responsibility on Participant’s not to submit Settlement Reallocation Agreements which will bring about this excess situation.

This delivery is also in keeping with the spirit of Agreed Procedure 9 (Credit Risk Management) which requires that SEM-O cancel Settlement Reallocation Agreements lodged by Debited Participants which would give rise to a Credit Cover Increase Notice.

In light of this, it is proposed that the practice of cancelling Settlement Reallocation Agreements that are not met by the amount of the Self-Billing Invoice is extended and retained in the enduring Trading & Settlement Code.

Implication of not implementing the Modification

· Gives rise to an inconsistent treatment of Settlement Reallocation Agreements whereby SRAs that actually cause a Debited Participant to become a debtor to SEM, thereby increasing the Participant’s Credit Cover requirement. However, Agreed Procedure 9 still mandates that SEM-O must cancel SRAs that give rise to a Credit Cover Increase Notice against forecast data.

· By removing the limitation of the Self Billing Invoice amount, the SRA effectively becomes a financial instrument unconnected to any other trade within SEM. This extends SRAs as an instrument beyond the scope of the Code objectives (T&SC 1.3, 2 & 3).

· This will also allow Participants to enter agreements for sums far in excess of trade with partners in other jurisdictions in order to gain benefit on exchange rate changes. This will in turn give rise to higher Currency Costs in SEM.

· SEM-O will incur further costs to remove the relevant processes from the central market systems.



	(d) Proposed Modification (Recommended for Approval by Committee)

This section contains the text of the Approved version of the modification proposal, if different from above

	N/A 

	(e) Details of Alternative or Combined proposal raised

If appropriate, a later version or a resubmitted Modification Proposal details should be entered here

	N/A 



	(f) Dissenting or Other Associated Opinions/Actions

This section contains a summary of any objections to the approved modification proposal/ if appropriate, or  feedback from the following: MO, TSO, Industry Expert or Consultant opinions

	N/A 



	(g) Legal review

The outcome of any legal review of the proposed drafting changes

	N/A

	Section 3

Modification Consultation Outcome
(what consultation was undertaken either formally or by representative members)

	Q.
	Consultation Question
	Yes 
	No 
	Neutral

	
	N/A
	
	
	


	Section 4

(a) Committee’s Final Recommendation to the Regulatory Authority

	Result of Vote: The Committee Recommended this Modification for Approval : (Unanimous)
Votes in favour: S. Walsh; W. Steele,  M Hayden; R. Foreman,  E Chukwureh, T. Gill 
The Committee makes a UNANIMOUS/MAJORITY Recommendation to the RA’s that this Proposed Modification SHOULD/ SHOULD NOT be made, on the basis of the Proposal which incorporates the ORIGINAL/REVISED wording as detailed in Section 2.



	(b) The Committee Recommends the following Implementation Approach and Timelines

	The Implementation Date of the Proposal should be on:  25 April 2008

Assuming the RA Decision is made on/before:  24 April 2008
Or one working day after the RA decision if the RAs decision is made after 24th April 2008.

Or no earlier than:  N/A

Or no later than: N/A

	(c) Proposed Modification Implementations Cost 

This section contains a summary of the cost associated with implementing the proposed modification.  

	Cost (€)
	Participant 
	Vendor 
	SMO
	Total Cost (€)

	
	
	N/A
	
	

	(d) Proposed Modification Estimated Effort Time

This section contains details of the effort time required to design and develop the proposed modification. Include Detailed description of long it will take to perform each change

	Effort Time (man days)

(list each change below)
	Participant
	Vendor 
	SMO
	Total Effort Time

	Update to Code
	
	n/a
	½ day
	½ day

	Please complete this form and return it to Secretariat by e-mail to Modifications@allislandmarket.com


� Note: These man days and costs may need to reflect a combination of Vendor costs and SMO additional costs. Any further modifications to the outline rules may have an impact both on the estimated costs and the estimated implementation date of the change.
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