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1. Background
This modification was received by the Secretariat on 21 May 2009 and first presented by the SONI TSO Alternate at Meeting 22 of the Modifications Committee where it was deferred pending undertakings by the Regulatory Authorities and the TSO. The Committee requested that the Regulatory Authorities expedite their report on locational signals prior to Meeting 24, in order to facilitate a vote at that meeting. The Committee voted on this modification at Meeting 24 on 29 September 2009.
2. Purpose of Proposed Modification
2a. Justification for Modification (from Original Modification Proposal Form)
Distribution Loss Adjustment Factors (DLAFs) for Northern Ireland and Republic of Ireland are calculated and approved on a Tariff Year basis – i.e. from 1st October to 30 September each year, with the process commencing year ahead.  

In contrast, Transmission Loss Adjustment Factors (TLAFs) for Northern Ireland and Republic of Ireland are set on a Calendar Year basis, i.e. from 1st December to 31st December each year, with the process commencing year ahead.

Modification 43_08 introduced the concept of Combined Loss Adjustment Factors (CLAFs) to address loss adjustment in Settlement calculations. CLAFs are derived from DLAFs and TLAFs by the relevant System Operator and are submitted to SEMO for use in settlement calculations, but the Modification and hence, the current Code, was based on an incorrect assumption of DLAF timelines. As required by the Code from 1 January 2009, CLAFs are calculated and published for each Trading Period in the Calendar Year ahead.  

As a result of the misalignment of DLAF and TLAF calculation and approval timelines, the current Code provisions relating to the submission of DLAFs and the calculation and publication of CLAFs cannot be accomplished.  This was identified when Modification 43_08 was implemented, with a workaround put in place for 2009 CLAFs as follows:

· In November 2008, the DSOs provided DLAF data to TSOs for the first 9 months of 2009.

· In November 2008, the TSOs provided TLAF data to SEMO for the whole of 2009.

· In December 2008, the TSOs calculated CLAFs for the first 9 months of 2009.

· In December 2008, the TSOs provided CLAF data to SEMO for the first 9 months of 2009.

· It is expected that data for the remaining 3 months of 2009 will be provided and published in September 2009.

Modification 17_09 would if approved, formalise the workaround to address the provisions for the remainder of 2009 and for the first 9 months of 2010.  The proposed content of Modification 17_09 was presented to the April Modifications Committee meeting by a TSO representative.

This Modification proposes an enduring solution, which addresses the identified issues and will:

· Align DLAF and TLAF timelines, by changing the current TLAF provision and submission timelines to coincide with those in place for DLAFs.

· Require internal TSO work to calculate TLAFs to commence 3 months earlier.  This will mean that annual submission of TLAFs to the Regulatory Authorities will be by 31 May, rather than the current deadline of 31 August. 

· As per the current defined process, the Regulatory Authorities will consult and issue a decision on the TLAFs, with the intended date of publication being 31 July on an annual basis.

· Annual calculation, submission and publication of CLAFs will be for the Tariff Year (i.e. October to September).

The following diagram provides an illustration of the intended timelines for the aligned process:
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This Modification would, if made,:

· Define the Tariff Year.

· Correct the current erroneous DLAF timelines in the Code (i.e. Clause 4.41B requires DLAFs to be calculated by DSOs and sent to TSOs for each Trading Period in the Calendar Year – this is impossible as sufficient DLAFs will not have been approved).

· Change the TLAF calculation, submission and publication timescales to coincide with the Tariff Year (aligning with that for DLAFs).

· Change the CLAF calculation and publication timescales to align with the Tariff Year. 

· Implement a single business process for calculation, submission and publication of TLAFs, DLAFs and CLAFs for the Tariff Year ahead.  This calculation process and timetable depends on the RA decision and/or approval of the two sets of Loss Factors.

The TSOs have discussed the issues identified with the Regulatory Authorities and have concluded that this proposal is the most appropriate, as:

· the Regulatory Authorities have indicated that changing the DLAF timetable would be difficult; and

· maintaining the split 9/3 month interim process is inefficient and prone to error.

If this Modification Proposal is approved:

· The proposed implementation date for this Modification should be no earlier than 1st January 2010, as the solution is proposed in relation to the calculation, submission and publication of TLAFs, DLAFs and CLAFs for the Tariff Year from October 2010 – Sept 2011.  

· TSO ‘TLAF’ business processes will change, including rescheduling of business process activities relating to TLAF calculation (and the inputs to this process, including dispatch). These processes would now start in Jan 2010; with:

· TLAF submission to RAs (31st May 2010), 

· TLAF publication (end July/start August 2010)

· CLAF calculation (August/September 2010), 

· CLAF publication (by 1st October 2010).

· Note: Jan-Sep 2010 CLAFs will have been calculated based on the interim workaround for Calendar Year 2010.

· It is not expected that there will be any major implication for SEMO or Participants, apart from a change to the publication timescales for DLAFs, TLAFs and CLAFs.  The application of such data in Settlement calculations would be unaffected by the proposed change.

The Modification furthers Code Objective #2 “to facilitate the efficient, economic and coordinated operation, administration and development of the Single Electricity Market in a financially secure manner”, as it would introduce changes that will make the calculation and publication of loss-related data both clearer and more efficient.

2b. Impact of not implementing a solution
There are two main issues with the current situation, which would persist if this is not approved:
(a) Breach of Code

If the current provisions continue to apply, TSOs, DSOs and SEMO would be forced to be in breach of the Code, as sufficient data (subject to regulatory approval of the process and values) would not be available when required.  Compliance issues would occur in September 2009, impacting on the submission of DLAFs and the calculation of CLAFs for 2010.
(b) TSO Operational Issues

There are operational difficulties with the interim solution as currently implemented and as described in the interim Modification 17_09, as TSOs have to calculate a set of TLAF and CLAF values at two different yearly intervals.  This has impacts on the resources required to meet the provisions of the Code, is operationally inefficient and raises the risks of errors occurring.
3. Impact on Code Objectives

The Modification furthers Code Objective #2 “to facilitate the efficient, economic and coordinated operation, administration and development of the Single Electricity Market in a financially secure manner”, as it would introduce changes that will make the calculation and publication of loss adjustment factor  data both clearer and more efficient.

4. Development Process
This modification was first presented by the SONI TSO Alternate at Meeting 22 of the Modifications Committee. The modification was deferred by the Committee pending the publication of a report into locational signals by the Regulatory Authorities. SONI TSO was also requested to follow up on a time frame within which the Committee would be required to vote in order to facilitate implementation.

At Meeting 23 held on 28 July 2009, the Committee requested that the Regulatory Authorities expedite their report on locational signals prior to Meeting 24, in order to facilitate a vote in accordance with the timeline provided by the TSO, with an aim for implementation by February/March 2010.
The Modification Committee voted on the modification at Meeting 24 on 29 September 2009, without receipt of the report from the Regulatory Authorities. The Committee agreed that a vote was necessary at this stage, resulting in the modification being recommended for approval.
5. Assessment of Alternatives
Assessment of alternatives not undertaken.

6. Working Group and/or Consultation

Working Group/Consultation was not considered necessary on this occasion.

7. Impact on other Codes/Documents

No impact on other Codes/documents.
8. Impact on Systems and Resources
No systems impact.
9. Modifications Committee views
The consensus view of the Committee is that the change would go towards the lining up of timing and avoid adverse consequences of non-alignment.
Recommendation

This Modification was ‘Recommended for Approval’ by the Modifications Committee by Unanimous vote as follows:

Dave O’Connor, Garrett Blaney, Grainne O’Shea, Iain Wright, John Cussen, Michael Walsh, Stephen Walsh, William Steele.
10. Proposed Legal Drafting
No additional legal drafting proposed.

However, it is noted that the addition of the word Tariff in the final sentence of Section 4.42 was omitted in the original Modification Proposal. The omission has since been clarified with the Proposer and as such is included herewith.
4.42
At least two months before the start of each Tariff Year, or within five Working Days of its receipt from the Regulatory Authorities, whichever is later, each System Operator shall provide to the Market Operator in accordance with Appendix K “Market Data Transactions” the System Parameters Data Transaction which shall comprise a complete set of Combined Loss Adjustment Factors for each Generator Unit (other than Demand Side Units and Interconnector Units) Connected within its Jurisdiction, and each Interconnector linked to that Jurisdiction, for each Trading Period in that Tariff Year.
Legal Review
Complete.
11. Implementation Timescale, Costs and Resources

It is proposed that the implementation date for this Modification Proposal is 1 January 2010. It is proposed that this Modification is made on a Settlement Day basis. 

Appendix 1 – Original Proposal
See ATTACHMENT 1
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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