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	Section 1 

(a) Summary of Modification Committee Determination

& detail of Proposal Development

	Mod_26_08 seeks to close existing loop hole around the application of Adjusted Participant in the Trading and Settlement Code.
It was mentioned in discussion of Mod_72_07 but the two Modifications are not inter-dependant. It is proposed that an obligation is added to the T&SC, in modified Paragraph 6.182, to include expected changes in volumes for Generator Units. This Modification was discussed and voted on at Meeting 14.

Recommendation Summary 

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

1. The Proposed Modification should be made

2. With an Implementation date of 1 Working Day after the date of issue of the RA Decision


	(b)  Rationale behind Modification Committee Recommendations

	This is to close off an existing loop-hole around Adjusted Participants in the Trading and Settlement Code where a Participant may not be fully collateralised. This Modification proposes to change the definition of Adjusted Participant to include expected changes in volumes for Generator Units.  
TSC 6.182 is expanded to put an obligation on Generator Units to inform MO of a known future change in metered volumes . This allows MO to treat the unit as an Adjusted Participant.  The Participants approved this change.


	(c)  Impact on Code Objectives

(which objectives are better facilitated and how)

	The Code Objectives which are furthered by this Modification are as follows:
1.3 (1) to facilitate the efficient discharge by the Market Operator of the obligations imposed upon it by its Market Operator Licences; and 2. to facilitate the efficient, economic and coordinated operation, administration and development of the Single Electricity Market in a financially secure manner;

as if approved, it will allow the Market Operator to fulfil its duties and prevent Participants representing an unfunded credit risk to the SEM which is not consistent with the principle of full collateralisation.


	Section 2

(a) Summary of Impacted Parties
	Detail of impact

	Generators
	Y
	Obligation on Generator Units to inform SEMO if the forecasted averaged metered quantities with respect to its Generator Units in any of the next four Billing Periods will increase or decrease in absolute terms by more than the Credit Cover Adjustment Trigger

	Demand Side Units
	N
	Obligation on Generator Units to inform SEMO if the forecasted averaged metered quantities with respect to its Generator Units in any of the next four Billing Periods will increase or decrease in absolute terms by more than the Credit Cover Adjustment Trigger

	Interconnector Units
	N
	Obligation on Generator Units to inform SEMO if the forecasted averaged metered quantities with respect to its Generator Units in any of the next four Billing Periods will increase or decrease in absolute terms by more than the Credit Cover Adjustment Trigger

	Suppliers
	Y
	As above

	Intermediaries
	N
	

	MDP
	N
	

	TSO
	N
	

	MO
	Y
	Business processes & Code update.

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

	Code Provisions
	Y
	T&SC Version 4.2 Clause 6.182

AP 9 Version 3.2, sections 3.4.1 and 2.8

	Business Processes
	Y
	Calculation of Credit Cover for a Participant in MO business processes

	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


	6.182 Where a Participant reasonably expects that, compared with the time-weighted average of metered quantities across all of the four most recent Billing Periods, the total forecasted averaged metered quantities with respect to its Supplier Units in any of the next four Billing Periods will increase or decrease by more in absolute terms than the Credit Cover Adjustment Trigger, for any of the next four Billing Periods or the forecasted averaged metered quantities with respect to its Generator Units in any of the next four Billing Periods will increase or decrease in absolute terms by more than the Credit Cover Adjustment Trigger, then it shall inform the Market Operator as soon as reasonably possible. Such a Participant shall be an Adjusted Participant.

AP9 Version 3.2, section 2.8

2.8 New/Adjusted Participants

New Participants

New Participants do not have any historical Settlement data which can be used as the basis for a statistical analysis of historical exposures, in order to calculate Undefined Potential Exposure. In this instance, the Participant will be required to provide forecast quantity data (i.e. Generation and/or Load) to the MO as part of the registration process.This will be used, in conjunction with a Credit Assessment Price to determine the Undefined Potential Exposure amount, and hence the Required Credit Cover. 

The Credit Assessment Price used in the process will be made up of the Estimated Energy Price, the Variable Market Operator Price, the Imperfections Price and an Estimated Capacity Price.

Adjusted Participants

An Adjusted Participant is a Participant whose load and/or generation configuration has changed (i.e. increased or decreased) significantly from historical patterns (defined as the time-weighted average of metered quantities across all of the four most recent Billing Periods). This could be due to acquisition of new assets, winning significant new customers in the retail market, a significant Generator planned outage, etc. In such cases, statistical analysis of historical exposures may not be a valid indicator of future performance, and the same processes will be used as for new Participants. Participants who are expecting the time-weighted average with respect to its Supplier and/or Generator Units of metered quantities across all of the four most recent Billing Periods compared with forecasted averaged metered quantities with respect to its Supplier and/or Generator Units in any of the next four Billing Periods an to increase or decrease in their volumes by more, by more than in absolute terms, than the Credit Cover Adjustment Trigger are required to notify the MO. In these cases, in accordance with the Code, the MO will use forecast quantities to calculate the Participant’s Undefined Potential Exposure.
3.4.1
Procedural Steps - New / Adjusted Participants Credit Cover

#

Procedural Step

Timing

Method

By/From

To

Linkage

C6.1

Start:

From Either

Receipt of Application form for First Participation in accordance with Agreed Procedure 1 "Participant and Unit Registration and Deregistration". Go to step C6.3

Or

A Participant becoming an Adjusted Participant

As required

-
New Participant / Adjusted Participant
C6.2

Submit forecast data for all its Supplier and/or Generator Units.

Within 1 WD

Type 1 Channel

Participant

Market Operator

C6.3

Calculate and notify Required Credit Cover and if Adjusted Participant its current Posted Credit Cover

Within 2 WD

Type 1 Channel

Market Operator

New Participant / Adjusted Participant

Modification Proposal Justification  
      Previous Calculation of Required Credit Cover

At present there is no automatic offset of credit exposure in relation to generation. An offset can only be achieved through the lodgement of Settlement Reallocation Agreements.  This means that Undefined Potential Exposure is generally calculated based on the Supplier Units as shown in diagram A below:
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Modification MOD_72_07 allows Required Credit Cover for a Participant to be calculated such that Supplier Unit exposure may be offset by negative exposure for its Generator Units.  As a result of this “netting”, it is important to calculate Undefined Potential Exposure as accurately as possible.

Potential Implication of new Required Credit Cover calculation

Diagram B shows a scenario in which there is an outage which will reduce the Metered Generation for a Participant’s Generator Units.
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Under this scenario, the Participant will be treated as a Standard Participant and the Required Credit Cover for the Participant will be calculated based on the historical metered volume data, even though an outage has just occurred.  This means that the calculated Required Credit Cover for the Participant will be lower than it should be and the Participant will not be fully collateralised.

Proposed change to address potential insufficient collateralisation

In order to address the issue where a Participant may not be fully collateralised, this Modification proposes to change the definition of Adjusted Participant to include expected changes in volumes for Generator Units.  In this case, in the event of a known reduction in metered volumes for its Generator Units, the Participant will be treated as an Adjusted Participant and will be obliged to provide a forecast metered volume for its Generator Units and/or Supplier Units.  Diagram C shows the Undefined Potential Exposure calculated as per an Adjusted Participant.
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Implication of not implementing the Modification

If the Modification is not implemented, it is possible that some Participants could be under-collateralised in the SEM and insufficient Credit Cover will be in place if Metered Generation values change significantly (i.e. by more than the Credit Cover Adjustment Trigger.  If the scenario B occurs, the calculated Required Credit Cover for the relevant Participant will not reflect their likely credit exposure to the SEM.  This Participant will then represent an unfunded credit risk to the SEM which is not consistent with the principle of full collateralisation.



	(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: 7 (I Luney, W Steele, E McAuley, G Blaney, I Wright, T Gill, D O'Connor)
The Committee makes a UNANIMOUS Recommendation to the RAs that this Proposed Modification SHOULD be made, on the basis of the Proposal which incorporates the ORIGINAL wording as detailed in Section 2.

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

	The modification should be made on a Settlement Day basis.

The Implementation Date of the Proposal should be 1 Working Day after the date of issue of the RA decision 

	(c) Proposed Modification Implementations Cost 

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

	Cost (€)
	Participant 
	Vendor 
	SEM-O
	Total Cost (€)

	
	N/A
	N/A
	N/A
	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 
	SEM-O
	Total Effort Time

	Update to Code
	N/A
	N/A
	½ day
	½ day

	Update to Credit Cover business processes
	
	
	1 day
	1 day

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





Issue 1.0 

10/06/2008

