Draft Terms of Reference for Members of Working Group on Mod_12_09
Background
The Modifications Committee requested at Meeting 24 on Sept 29th 2009 that a Working Group be set up to discuss associated issues raised by Mod_12_09: Loss Adjustments in Constraint and Make Whole Payments.
The SEM Committee issued a General Direction (SEM-08-179) on 16th Dec 2008 on the subject of “Transmission Loss-Adjustment in Commercial Offer Data”. The direction sought to remove any ambiguity in relation to the application of loss factors to Commercial Offer Data (COD).  It stated in paragraph D.2 of the General Direction, 

“In calculating the Start-Up Cost and No-Load Cost as part of daily Commercial Offer Data, a Generator must not incorporate the cost of transmission losses, via TLAF or otherwise.” 

It further stated, as a corollary, that the SEM Committee intend to raise a Modification and upon implementation of that Modification (or any other Modification that accomplishes the intended effect) repeal paragraph D.2 and replace it with a paragraph D.5 of the General Direction that stated, 

“In calculating the Start-Up Cost and No-Load Cost as part of daily Commercial Offer Data, a Generator must prudently incorporate the cost of transmission losses, with reference to Generator TLAFs.”   

Mod_12_09 was raised on this basis.
The Issue:

Uplift is calculated using a Generator Unit’s MSQ but the Generator Unit is settled on MSQxCLAF
 
The Solutions:
Option 1

This option was put forward by the Market Monitoring Unit (MMU) in Mod_12_09 on the basis of the General Direction as outlined above. A Generator Unit would loss adjust all components of its COD including its Start Up and No Load Costs. This would ensure that SMP x MSQ x CLAF would recover all costs based on the Generator Unit’s MSQ and its COD. However, to ensure consistency the Constraint and Make Whole Payment calculations would need to be modified. 
Option 2

ESBPG put forward an alternative solution whereby a Generator Unit would loss adjust only those components of Commercial Offer Data that are dependent on MSQ viz. their Offer Price. For the avoidance of doubt, it would not loss-adjust its Start Up and No Load Costs. This is currently the case. To ensure that the Generator Unit recovers all its costs associated its MSQ and COD, the Uplift calculation would need to be modified to reflect that units are settled on MSQ x CLAF.

Option 3

Leave rules as they are. In the case where a unit would experience a shortfall in revenue due to Uplift being set based on MSQ and settlement being based on MSQ x CLAF, the Make Whole Payment ensure that they would recover these costs.
Objectives
The objectives of the Working Group are: 

a) to provide an overview of 3 options and merits of each.
b) to listen to views of all parties on the implications of each.

c) to agree on a preferred option(s).
d) to nominate a party, if required, to draft any amendments to Mod_12_09 for submission to Meeting 25 of the Modifications Committee.
e) to nominate a party, if required, to draft any new modifications for submission to Meeting 25 of the Modifications Committee.
f) to direct SEMO, if required, on behalf of the Modifications Committee to proceed with an Impact Assessment of the preferred option(s).

g) to recommend to the Modifications Committee, subject to any required Impact Assessments, the preferred option(s) for their consideration.
The objectives above are to be completed by Meeting 25 of the Modifications Committee on 3rd Dec 2009.

Scope

The Working Group will:

1. Consider all 3 options in the context of 
a. General Direction (SEM-08-179) 
b. Bidding Code of Practice (SEM-07-430: Annex A)
c. Trading and Settlement Code v5.1
d. Objectives of Function to include Start Up and No Load Costs in SMP (AIP-SEM-142-06).
2. Consider the potential implications for all Parties of each of the 3 options.

3. Consider the potential implications of the Locational Signals Review on each of the 3 options.

Deliverables
1. If required, a nominated party to make any amendments to Mod_12_09 for submission to Modifications Secretariat by COB 19th Nov 2009 

2. If required, a nominated party to draft a new modification on alternative proposal (Option 2) for submission to Modifications Secretariat by COB 19th Nov 2009.
3. A nominated party to present case for option 3 at Meeting 25 of Modifications Committee.

4. If required, a direction to SEMO to proceed with an outline or full Impact Assessment(s).

5. A report to the Modifications Committee detailing the proceedings and final recommendations of the Working Group.
Stakeholders 
Market Participants, Regulatory Authorities, System Operators, Meter Data Providers, Market Operator, Interested Parties.
Roles and Responsibilities
· Chair to direct the Working Group – TBD
· Market Monitoring Unit to present case for option 1.

· ESBPG to present case for option 2.

· SEMO to present case for option 3.
· Stakeholders to feed into the group - direction, analysis of problem, opinion and recommendations.
Resources
Independent Chair with a good understanding of the SEM and issue being discussed.
SEMO Secretariat

Representative from each of the following:

· SEMO 

· MMU 
· ESBPG
Resources will be expected to attend, present and participate in the Working Group and carry out required preparation and follow up action on action items assigned.
Work Breakdown Structure
The following will take place at the Working Group:
a) MMU to present on option 1
b) ESBPG to present on option 2

c) SEMO to present on option 3
d) Discussion of 3 options
e) Agree preferred option(s) and final recommendations

f) Chair to nominate parties for deliverables 1, 2 and 3 as required

g) Chair to direct SEMO to carry out Impact Assessment(s) as required

h) SEMO Secretariat to draft report on proceedings and final recommendations
Schedule
Working Group will take place on the morning of the 14th Oct 2009 from 10:30-13:00 in the conference centre in EirGrid head office, The Oval, Shelbourne Rd., Dublin 4.
Next key milestone Modifications Committee Meeting 25 on December 3rd 2009.
Risks and Restraints
There is a risk that the Working Group will stray into wider issues in relation to the General Direction, the BCOP, Treatment of Losses in SEM, Price Formation in SEM, which may not be associated with the terms of reference of the Working Group. In order to mitigate this risk, a suitable independent chair with sufficient understanding of the SEM is required.[image: image1.png]



� Combined Loss Adjustment Factor. CLAF = TLAF x DLAF. 
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