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1 Purpose of the Consultation
The following document presents a number of options that have been considered by the Mod_34_09 Working Group over a number of months. These options have been developed based on information provided by participants as part of the Working Group process.

Given that the implementation of a Global Aggregation solution has the potential to impact on numerous participants within both the wholesale and retail electricity markets, the Modifications Committee is now seeking a wider view of the options currently under consideration.

The Modifications Committee is seeking input from participants on potential impacts and benefits arising from the implementation of any of the options presented in this consultation paper. Furthermore, the Committee is interested in the identification of issues that may be of importance to one or more participants, but which may not have been considered during the Working Group process to date.

It is imperative that the Modifications Committee be presented with as much relevant information as possible to enable it to make an informed decision on this issue. It is for this reason that any interested parties are invited to respond to the proposals and queries raised herein and within documents associated with the development of Mod_34_09: Global Aggregation.

In order to inform this consultation, summary documents, including Working Group Reports, will be made available on the SEMO Website. Any queries or comments should be forwarded to the Modifications Committee Secretariat at modifications@sem-o.com, with enough lead time for them to be addressed prior to the submission deadline.

2 Background

Mod_34_09: Global Settlement  was first considered at Meeting 24 of the Modifications Committee held on 29 September 2009, where it was deferred pending the formation of a Working Group to ensure that the Proposal received the appropriate consideration. Following each Working Group meeting, an update was provided to the Modifications Committee at meetings 25 – 28. The Committee agreed at Meeting 28 of the Modifications Committee to consult on the preferred options (A+ and E) as per the recommendation of the Working Group.
2.1 Working Group Meeting #1

An initial meeting of the Working Group was held on 19 November 2009, where it was ascertained that the primary motivation for pursuing a Global Aggregation solution was that it would allow all Supplier Units to be treated equally within the SEM. This is in line with the Code Objectives, specifically Section 1.3.5 to ensure no undue discrimination between persons who are parties to the Code. Currently, ESBCS and NIE ES are settled by difference through the Error Supply Unit whereas other Supplier Units registered in the SEM are settled based on their aggregated metered quantities. Settlement by difference involves subtracting aggregated meter demand data for these Supplier Units from the total amount of energy generated (adjusted for losses).

At the initial Working Group meeting, participants received presentations from a number of stakeholders. The presentations addressed the causes of the error and identified issues with profiling of Non-Interval meters as the primary component. The modification proposed a detailed and complex approach to allocating the Residual Volumes across all Suppliers with weighting factors applied to differentiate between Supplier Units with Interval and Non-Interval customers. A further presentation proposed a simpler general smearing across all Suppliers without specific rules for Interval and Non-Interval customers. This proposal was not supported by the Participants of the Working Group. A further Participant proposed that the Error Supplier Unit itself could be retained but responsibility for managing this would be assigned to SEMO instead of the current position where it is assigned to the host Supplier in each jurisdiction. A detailed Report and the presentations from the first Working Group, as well as all subsequent meetings, are available on the SEMO Website.

Following the initial Working Group meeting, SEMO in conjunction with the Regulatory Authorities’ consultants met to develop a number of potential options to achieve the outcome of Global Aggregation taking account of the discussions at the initial Working Group. An Options Paper was circulated to participants for their consideration ahead of the second meeting. The four options in the paper were as follows - 

· Option A Balancing Costs - Because the limitations and requirements of the T&SC prevent SEMO from being a Participant, which would be the case if the Error Supplier Unit were to be assigned to SEMO, this option explored the possibility that the Residual Meter Volume would become part of the imbalance account in SEM and be charged back to Participants over the following year through Imperfections Charge rates;

· Option B Single Factor Smear - This attempted to address the requirement to weight the allocation of the Residual Error volume towards Non-Interval customers but using an annual factor from the MDPs to identify the breakdown ration between Interval and Non-Interval customers within each Supplier. A second annual RA factor would be used to determine how much of the Residual Meter Volume should apply to Non-Interval customers; 

· Option C Dual Factor Smear - This option is a variant on Option B in which the MDPs would advise SEMO on a weekly basis of the ratio of Interval to Non-Interval customers per Supplier; and

· Option D Detailed Smear – This followed the detailed smearing options in the original modification proposal, including the requirement for separate registration in the SEM of Supplier Units for Interval and Non-Interval customers.

2.2 Working Group Meeting #2

A second Working Group was convened on 23 February 2010. Following high level assessment, SEMO advised the Working Group that the implementation of the Modification as proposed may not be as cost prohibitive as originally thought. The second Working Group also considered advice from the PES representatives in relation to the size of the error requiring correction. The Meter Data Providers also provided high level indicative resource implications and system assessments for their businesses. As part of their review of the Options Paper, MRSO had developed a further Option E. This option is a further variance on Option B in which the MDPs would advise SEMO on the ratio of Interval to Non-Interval customers per Supplier Unit at a Trading Period granularity. This ration factor would be included in an augmented meter data feed to SEMO.

As a more dynamic and automated method could be accommodated by the Meter Data Providers in Option E, it was accepted by the Participants of the Working Group that Options B and C should not be considered further. The resultant actions from the second Working Group further investigate the preferred options of the participants present. SEMO met with MRSO and NIE T&D to further review and assess the workability of the two more detailed options still under consideration, Options D Detailed Smear and E Enhanced Dual Factor Smear. ESBCS and NIE ES were tasked with the further development of Option A+ Enhanced Balancing Cost to ensure the reporting requirements of Participants in the SEM were fully considered.

2.3 Working Group Meeting #3

A third Working Group meeting was convened on 27 April 2010, at which SEMO presented the comparative outcomes of high level impact assessments. SEMO also presented results of testing completed with the Meter Data Providers to demonstrate the results of Options D and E. SEMO identified E as the preferred option due to it being of lesser cost to the MO as well as other Parties to the SEM and just as accurate as the calculations under Option D. EirGrid SO also provided the participants with advice on the potential implications of Global Aggregation on TUoS and metering from their perspective, and provided a preference for Option E or Option D after considering the options.

The Participants at the Working Group acknowledged an overall preference for a consultation to be undertaken with respect to Option E because it met all the conceptual requirements for global aggregation at the minimum capital cost. Option A+ does not meet the objectives of the original Modification proposal, as it does not enable any variations between the allocation of differences to interval and non interval meter volumes. It was considered, by two members of the working group, to be an expedient solution and is therefore included in the consultation. It is noted that a number of actions were recorded at this Working Group meeting, which will be pursued in parallel with this consultation.

3 Options for Consideration
As a result of the Working Group process to date, the members of the Working Group have recommended that Option A+ and Option E should be further considered.  Descriptions of the discarded options (B, C and D) are provided at the end of this consultation paper.

Respondents are invited to comment on the merits of Options A+ and E, and to express which of these options should form the basis of the final drafting of Modification 34_09. Respondents should outline the reasons for their preferred option.

Respondents are welcome in respect of the discarded options B, C and D.

Specifically with respect to Option E, respondents are asked to comment on what would be a suitable data flow to be included in the common SEM metering interface file. 

3.1 Option A+ - Enhanced Balancing Cost

This is the simplest approach, which would require no changes to the Central Market Systems.  In this case, the registrants of the Error Supplier Units (ESUs) would be removed, allowing the resultant financial effect to fall into the Balancing Cost.  This Balancing Cost is the responsibility of SEMO under the Code.  

Option A+ would not change the role or responsibilities of SEMO; instead, only the amount of the Balancing Cost would be affected.  In particular, SEMO would continue to have no obligation to be a Participant under the Code and therefore would not be subject to the associated Credit Cover Requirements.  This is important, since SEMO manages the Credit Cover arrangements under the Code and must therefore avoid being in the position of having a conflict of interest between roles as administrative and being a holder of Credit Cover.

The Balancing Cost is treated as one element in the consideration of the SEMO price control.  Any over or under recovery of the Balancing Cost is included in the SEMO “k factor”, affecting the following year’s tariff.  This option therefore would smear the residual difference through either the Imperfections Charge or the Variable Market Operator Charge.  As these values are fixed and published annually in advance of the Supplier tariff-setting processes, this option would provide certainty to the market. 

Apart from the provision of data for the ex-PESs new Supplier Units, there would be no impact on MDPs from this option.

In order to provide transparency, a new “general public” report would be required to publish the MWh residual quantities on a jurisdictional basis.  The jurisdictional residual quantities would be calculated to a Trading Period resolution, in the same way as for the current rules for calculating the two Jurisdictional Error Supplier Unit volumes.  This level of information would allow the market visibility of the residual amounts and allow comparison and analysis of apportionment and gross errors, as well as giving a jurisdictional comparison between MDPs.  

3.2 Option E - Enhanced Dual Factor Smear

Under this option (which is a variant of option C), the common metering interface from Meter Data Providers to SEMO would be augmented to include a new field.  This field would be populated with values that would allow SEMO, for each Supplier Unit, to identify the proportion of energy in each Trading Period that is from Non-Interval metering.  

During the Working Group process, it was proposed that the data provided would be a ratio factor; however, it was also suggested that there may be some value to using other data, such as the actual MWh value of the Non-Interval customers.

The Trading Period factor for each Supplier Unit would correspond with the proportion of energy sourced from Non-Interval metering (“Interval Energy Factor”); the remainder would correspond with the proportion of energy sourced from Interval Metering.

In addition to the factor derived from MDP data, the Regulatory Authorities would determine an annual parameter (“ESU Smearing Factor”) which would define the proportion of the residual ESU costs that should be smeared in respect of Non-Interval volumes in Supplier Units (with the remainder being allocated as Interval volumes for Supplier Units).

The factors (Interval Energy Factor and ESU Smearing Factor would be combined within the CMS to comprise a single factor to be applied to each Supplier Unit.  

This option would require additional changes to CMS to receive and process the additional data flow included in the common SEM metering interface from each MDP and the calculation of the combined factor for each Supplier Unit.

This would result in smearing of the Residual Meter Volume in a similar same way as for Options B and C, except that the data relating to the proportion of non-Interval meter data would be even more accurate.

For this option, the new report described for Option A+ would also be considered should be considered as an output from all the considered global aggregation options.

4 Associated Documentation
4.1 Options Discarded by Working Group

4.1.1 Option B - Single Factor Smear

Under this option, it is assumed that the MDPs would produce annually a factor for each Supplier Unit identifying the proportion of energy sourced from Non-Interval metering in that Supplier Unit (“Interval Energy Factor”).  In addition, the Regulatory Authorities would determine an annual parameter (“ESU Smearing Factor”) which would define the proportion of the residual ESU costs that should be smeared in respect of Non-Interval volumes for Supplier Units (as with the remainder being allocated as Interval volumes for Supplier Units).  These factors would be combined outside the CMS to comprise a single factor to be applied to each Supplier Unit.

The CMS would be amended to take the ESU costs in each Jurisdiction for each Billing Period and smear them for each Supplier Unit (pro-rata based upon Billing Period Costs) in accordance with the non-Interval proportion for that Supplier Unit (Interval Energy Factor) and the RA parameter (ESU Smearing Factor) for smearing.  It is thought that this is a similar calculation process to the current one for Currency Costs and is not unduly complex.

This option would smear the residual difference on Supplier Units based upon their proportion of non-Interval energy in the previous year.

In addition to the provision of data for ex-PES new Supplier Units, the MDPs would have to provide an annual analysis for each Supplier Unit of the proportion of energy from non-Interval metering systems.

4.1.2 Option C - Dual Factor Smear

This option is a variant of Option B, with the addition of a flow of data from the MDPs to SEMO each week identifying the proportion of energy (Interval Energy Factor) from non-Interval metering systems in that Supplier unit in that week.  This weekly proportion would be used in place of the annual value used in Option B.  The two factors would be combined in the Central Market Systems.

This option would require additional changes to CMS to receive and process the additional weekly data flow from each MDP and the calculation of the combined factor for each Supplier Unit.

It would result in smearing of the residual ESU costs in the same way as Simple 1, except that the data relating to the proportion of non-Interval meter data would be much more up-to-date and would respond rapidly to changes in metering configurations.

4.1.3 Option D - Detailed Smearing 

This is the original proposal, which would identify the proportion of non-interval metering by setting up separate non-Interval Supplier Units.  As with Options B and C, the Regulatory Authorities would determine an annual parameter (ESU Smearing Factor) which would define the proportion of the residual ESU volumes which should be allocated to non-Interval Supplier Units.  It is judged that this option might most effectively been performed in the Billing processes of the CMS, but it is to be seen how the systems vendor proposes it should be done. 

The effect on the MDPs is to require an additional data flow to the non-Interval Supplier Units.  There will need to be substantial changes to the CMS both in terms of registration and Billing

4.2 Impact Assessment

4.2.1 SEMO Impact Assessment

The following is a summary of the Impact Assessment provided by SEMO at the Working Groups (full details in Working Group slides):
· Option A+ – BALANCING COST
· No systems cost but SEMO would need 3 years verified Supplier data on actual error to reduce cash flow risk
· Option B – SINGLE FACTOR SMEAR 
· Medium: (€37k – €55.5k) 
· Option C – DUAL FACTOR SMEAR
· Medium: (€37k - €55.5k) 
· Option D – DETAILED SMEAR
· Medium: (€74k - €83.25k)

· Option E – DETAILED SMEAR
· Medium: (€55.5k - €74k)

Note : These costs are indicative only, do not include system testing and will require a Full Impact Assessment.
4.2.2 ESBN MDP Impact Assessment
The following is a summary of the Impact Assessment provided by ESBN MDP at the Working Groups (full details in Working Group slides): 

· Option A+ – BALANCING COST
· Medium cost

· Estimated 18 weeks work effort

· Option B – SINGLE FACTOR SMEAR 
· Medium cost 
· Estimated 20 weeks work effort

· Option C – DUAL FACTOR SMEAR
· High cost

· Estimated 24 weeks work effort

· Option D – DETAILED SMEAR
· High cost

· Estimated 32 weeks or alternatively 22 weeks work effort

· Option E – DETAILED SMEAR
· Medium cost 
· Estimated 20 weeks work effort
4.2.3 NIE MDP Impact Assessment
The following is a summary of the Impact Assessment provided by NIE MDP at the Working Groups (full details in Working Group slides): (Option E to be added)

· Option A+ – BALANCING COST
· Low cost

· Low business process impact

· Option B – SINGLE FACTOR SMEAR 
· Medium cost

· Medium business impact

· Option C – DUAL FACTOR SMEAR
· High cost

· Medium business process impact

· Option D – DETAILED SMEAR
· High initial cost

· Low on-going business process impact

· Option E – DETAILED SMEAR
· Medium initial cost
· Low business process impact

4.2.4 EirGrid Impact Assessment

The following Impact Assessment was provided by EirGrid at the Working Groups: 

MDP Impact – Option D and E
· Metering Interface would need to be modified

· Similar scale to ‘Dual Rated Capacity Mod’ where a new column is added

· Column would be blank/non-mandatory for EirGrid
TUoS Billing Impact
· Data Feed from SEMO

· JESU feed is sent Month End + 15 days (Initial) and on M+13 Months (Final)

· 1 value is sent for ESB CS

· Data Feed from MRSO

· Schema changes and Market Assurance

· TUoS Remainder Calculation

· JESU is used to bill the RoI error

· ESB Customer Supply (PES) is billed in full

TUoS Billing – Option D/E
· Data Feeds

· Error amount by supplier is required (Initial and M+13months)

· SEMO to conduct impact assessment

· TUoS Remainder Calculation

· PES Remainder Calculation to be removed and substitute for individual supplier remainder calculations

· Supplier IDs – Mapping to be agreed
Preference
· A: Unworkable for TUoS

· D & E: Should be workable subject to further analysis with SEMO in respect of new data feeds
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