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T&SC Modifications Committee

Final Recommendation Report (FRR)
Mod_19_09:
Change to Currency Costs Smearing Rules
Version 1.0
29 June 2009

1. Background
This Modification was submitted to the Secretariat on May 20th 2009 and was presented by the proposer at Meeting 22 of the Modifications Committee.

2. Purpose of Proposed Modification
This Modification was raised following the Market Audit of the SEM, it proposes to realign the Code with current provisions in AP15. 
2a. Justification for Modification 
During the market audit of the SEM, it was highlighted that the implementation of the smearing of currency costs with respect to Trading Payments and Charges did not follow the rules as set out in the Trading & Settlement Code. Where the Code requires smearing to be done against daily trade, the SEM Central Market Systems were implemented with a smearing on a billing period trade. This disparity arose because of the need to develop market systems at the same time as the Code was being developed in order to ensure the SEM go-live date could be met.

The Central Market Systems implementation of Currency Cost smearing for Trading Payments & Charges follows the same approach as the smearing of Currency Cost for Capacity Payments & Charges while the Trading & Settlement Code has defined a different method for the Trading Payments and Charges which does not align with the Central Market Systems implementation. It is also noted that the appendix to Agreed Procedure 15 dealing with Payment Period currency cost is not consistent with the rules as set out in the Code, and cannot be implemented as written. However, the Central Market Systems implementation reflects the rules documented in Agreed Procedure 15.

To ensure consistency across the rules, the above change is required.

2b. Impact of not implementing a solution
If this modification is not recommended for approval, further modifications will be required to the currency cost rules as set out in the Code and Agreed Procedure 15. A new set of rules will need to be defined particularly with reference to Payment Period currency cost which cannot be implemented as it is currently written in the SEM Trading & Settlement Code. Once these rules have been finalised, they would then have to be implemented in the SEM Central Market Systems. 

SEMO would be required to correct errors in the calculation of currency cost that have occurred in the market to date. This could not be completed until the CMS were modified. (SEMO will be required to correct errors even if the modification is approved, however, the corrections can be effected on an earlier timescale if the modification is approved.)

3. Impact on Code Objectives
This modification aims to facilitate Code Objective 1.3.5:

“to provide transparency in the operation of the Single Electricity Market”
4. Development Process
The Modification was raised by SEMO following the recent market audit of the SEM. SEMO will continue to carry out further analysis on the impact of this error since market start as, prior to the implementation of this Modification the Central Market Systems are misaligned with the Code.

This Modification proposes changes to Section 6 of the Code (clauses 6.136 and 6.136A). 
5. Assessment of Alternatives
No alternatives were considered.
6. Working Group and/or Consultation
A Working Group and/or Consultation was not deemed necessary for this Modification.

7. Impact on other Codes/Documents
There are no impacts on other Codes/Documents

8. Impact on Systems

This Modification will not result in any changes to systems or processes.
9. Modifications Committee views
There were no concerns raised in relation to this Modification and no objection to going to a vote.
Recommendation

This Modification was ‘Recommended for Approval’ by the Modifications Committee by Unanimous / Majority vote as follows:
I Wright, S Walsh, E Mullane, M Walsh, G O’Shea, G Blaney, W Steele, M Hayden
10. Proposed Legal Drafting
The Modifications Committee agreed at Meeting 22 that the wording “in respect of its Supplier Units” should be adopted in Section 6.136 of the Code:
6.136 The Billing Period Currency Charge (BPCCSpb) to Participant p in respect of its Supplier Units for the relevant Billing Period b shall be calculated as follows:
Legal Review
Complete
11. Implementation Timescale, Costs and Resources

The proposed Implementation date is on the next Working Day after the day on which the RA Decision is made. It is proposed that this Modification is made on a Settlement Day basis. 


Appendix 1 – Original Proposal
Please see Attachment (Attach1) for copy of original Modification Proposal
Appendix 2 – Alternative & Combined Proposals

N/A
Appendix 3 – Working Group Report
N/A
Appendix 4 - Impact Assessments
N/A
Appendix 5 - Consultation Responses 
N/A
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