Mod_34_08: Dual Rated Amendment Second Working Group Report to the Modifications Committee
Date: 25th September 2008
Time: 10.15am - 13.00pm
Place: Eirgrid Conference Centre, The Oval

Attendees: 
	Name(s)
	Organisation

	David Elliott
	AES Kilroot

	Emeka Chukwureh
	Airtricity

	Aidan Keely, Stan Linehan
	Bord Gais

	David Naughton, Philip Newsome
	CER

	Juliet Corbett
	NIAUR

	Rodney Doyle
	Eirgrid - SO

	Michael Preston, Vivienne Price
	SONI

	Tony McElroy
	Energia

	Stephen Walsh (Chair)
	ESB CS

	Eugene McAuley 
	ESB PGEN

	Garrett Blaney
	Viridian Power & Energy

	Ian Luney
	NIE Energy PPB 

	William Steele, Philip Carson
	NIE Energy Supply

	Brendan O'Sullivan, Katia Compagnoni
	SEMO Market Operations

	Gill Nolan
	SEMO Market Development


1. Introduction / Background

This Working Group was convened due to an action from the first Working Group on Dual Rating. The relevant action was for a Working Group to take place to provide an update on the analysis of data prior to the next Modifications Committee meeting.
2. Review of Actions Due
	Action
	Responsible
	Status

	14 Days Extra Analysis
	SEMO
	Complete

	Working Group
	Modifications Committee
	Complete

	Make changes in Modification to 4.28
	SEMO
	Complete 


3. Update on Analysis Completed.

Brendan O'Sullivan gave an update on analysis completed and presented the results of this analysis, which included analysis of the additional 14 days requested by the Working Group at the last meeting. Although data is available for both LR and MIP runs, the focus of the analysis has been on the results of the LR algorithm.
The analysis indicated that the implementation of the proposed capping mechanism generally resulted in the following:

· Lower volatility of prices: It was noted that volatility in itself is not necessarily incorrect in the market, but that volatility simply due to a modelling limitation was undesirable.

· Higher production cost: The total production costs generally increased, but only fractionally from the uncapped mechanism. Change in production cost for the 25 days examined ranged from -0.24% to 0.33%, with an average change of 0.05%. SEMO will look into an estimate of the total increase in production cost for a year. 

· Generally a reduced peak SMP: A higher peak SMP occurred 4 out of 25 times.  
· Max SMP may be reduced by capping but average SMP over the day may increase.

· Each solution generally delivered the same constraint costs.

4. Discussion
· Higher SMP will result in some cases when availability of Kilroot is capped.

· The SEMO business process in place will result in MIP being run for comparison if this occurs (as discussed previously at the LR/MIP MOST on 26th August 2008)

· Slides and data will be made available to the working group on SEMO website (www.sem-o.com)

· Many generators have dual fuel capability (grid code requirement) and slightly different capacity ratings on each fuel.

· Definition of Dual Rated Generator Units requires unambiguous definition in the T&SC so that a new party/someone not familiar with the current discussions will know what classifies as a Dual Rated Generator Unit.
· Working Group to provide suggested text to SEMO of how the definition could be made more precise (email modifications@sem-o.com)
· Suggestions:

· "difference in rating of 10% and capable of continuous operation on both fuels" 

· " ...two significant and distinct fuel sources and has a significant changeover time..." 

· add text to definition to say that the unit has characteristics for changeover from one fuel to the other fuel that can not be modelled correctly in MSP Software.

· If a Generator Unit "may" register as a Dual Rated Generator Unit, how will a unit be obliged to register as such - may require further consideration.
· Principle: Price Signals should reflect underlying economic signals

· The question of how much time and effort is worth putting into this modification was raised.

· Consumers and suppliers are having to pay the resultant SMPs and they are uneconomic.

· A query was raised about whether Kilroot can be modelled as two separate units and how much it would cost. It was noted that no cost of modelling it as two separate units is available.

· A question was raised about whether modelling Kilroot as two separate units would actually solve the issue was raised

· A discussion about the characteristics of Kilroot that are not possible to model at present was had. These include:
· Recovery of the high fixed cost of fuel changeover

· 6 hour dwell time to change fuel

· A better definition of what the MSP Software can actually model was requested by one participant. 
· The criteria for an RA decision on whether a unit is Dual Rated was queried.

· The RAs would consider the market distortion caused by that unit.

· It was commented that the RAs have other tools that could be used for enforcement in the market - such as licences, bidding principles etc. - to avoid the use of this proposed amendment. 

· RAs wish to resolve this through the market.

· A question was raised about whether this could be implemented as an interim solution in Section 7.

· SEMO responded that the systems will have to be changed to incorporate this dual rated amendment and would have to be changed again to remove it. It causes risk for SEMO if this is put in Section 7 as it puts SEMO in a position of not being compliant with the T&SC when the Section 7 clauses expire. 
· Section 7 was not intended to be a long term arrangement in T&SC.

· This amendment could potentially be made an interim solution through the RA approval process instead of through section 7 in the T&SC. The RAs may review on an annual (or other frequency) the classification of a Dual Rated Generator Unit.

· The possibility of resolving this through Ancillary Services was suggested.
· AS wouldn't work as is a broader issue. 

· This possibility has been explored previously.

· The TSOs noted that although dual fuel is being looked at as part of AS Harmonisation it would not be an appropriate mechanism for use here. Payments devised for one specific generator would not be suitable when factors such as the interaction between the Capacity Payments Mechanism and Ancillary Services are considered. 

· Implementation Costs for implementation in SEM systems will be available for 30/09/08.

· An impact assessment for the manual workaround was requested.

5. Actions: New/Outstanding
	No
	Action
	Responsible
	Due Date

	1
	Review of AP1 impact
	SEMO
	September 30th 2008

	2
	Review of any conflict with Grid Code
	Day 1+
	September 30th 2008

	3
	Implementation Cost
	Day 1+
	September 30th 2008

	4
	Consultation 
	RAs / Modifications Committee
	Early October 2008

	5
	Slides & data made available on SEMO website
	SEMO
	Completed

	6
	Estimate of annual change in production cost
	SEMO
	Input to consultation report

	7
	Provide suggested text for definition of Dual Rated Generator Unit
	Working Group
	Input to consultation report

	8
	Impact assessment for a manual workaround
	SEMO
	September 30th 2008

	9
	Draft of Mod 34_08 consultation paper 
	SEMO
	Early October 2008

	10
	Review of draft consultation paper and input prior to public consultation
	Working Group and Modifications Committee
	Upon circulation by the Secretariat

	11
	Consultation paper
	RAs
	Early October 2008


5. Timetable
Modifications Committee meeting: September 30th 2008

Consultation by Modifications Committee on Mod 34_08: Early October 2008 for two weeks

Consultation by RAs on framework of Mod 34_08: Early October 2008 (same time as the Modifications Committee consultation)

Working Group to discuss outcome of Mod 34_08 consultation and RA consultation: Late October/Early November 2008
