	MODIFICATION PROPOSAL FORM


	Submitted by:
	Date Proposal received by Secretariat:
	Type of Proposal
	Number:
(to be assigned by Secretariat)

	ESB PES
	11th September 2009
	Standard
	Mod_34_09

	Contact Details for Modification Proposal Originator

	Name: Tony Dunlea
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	Modification Proposal Title:
	Global Settlement

	Trading and Settlement Code
	Section(s) affected by Modification Proposal

	Code and  Agreed Procedure 
	Various depending on option chosen

	Version Number of the Code/Agreed Procedure used in Modification drafting: 
	5.1

	Modification Proposal Description
Clearly show proposed code change using tracked changes, & include any necessary explanatory information 

	Introduction

This Modification Proposal seeks to effect arrangements in the SEM Trading and Settlement Code (the Code) such that the metered volumes for all suppliers are determined in a consistent manner; that is, it seeks to remove the process for determining the metered volumes for the PES suppliers by differences.  As part of the changes it proposes the present use of an Error Supplier Unit is discontinued and any residual energy volumes are allocated to all Supplier Units. 

Classification of Supplier Units
This proposal seeks to separate the demand data derived from “Non-Interval” based metering systems from that derived from “Interval” based metering systems.  This is necessary to enable more complex methods for allocating the residual errors in the calculation of Supplier Unit volumes.  To do this it is proposed to introduce a new classification of all Supplier Units into “Non-Interval” and “Interval” Supplier Units:

2.34A  A Party (or Applicant, as applicable) shall, on registration of a Supplier Unit, specify whether the Unit is a Non-Interval Supplier Unit or an Interval Supplier Unit.  Supplier Units may be classified as Interval or Non-Interval but all Trading Site Supplier Units shall be classified as Interval Supplier Units. [It is for consideration whether this last requirement is necessary or desirable].  It is also for consideration whether the following additional obligation is needed:

2.34A  A Party (or Applicant, as applicable) wishing to register a Supplier Unit in a Currency Zone, shall register at least one Non-Interval Supplier Unit and at least one Interval Supplier Unit in that Currency Zone.

It is for consideration by the Modifications Committee whether there should be any restriction, and if so why, on the ability to allocate generation below the De-Minimis limit to either a Non-Interval or Interval Supplier Unit.  SEMO may also need to review the impact of a Supplier Unit having negative aggregated meter readings allocated as a result of the inclusion of small generation.

Meter Data Providers (MDPs) Obligation

Since a large proportion of the half-hourly aggregated demand submitted by MDPs in respect of Supplier Units will have been derived by profiling calculations, it is proposed that a new obligation on MDPs to ensure that all such “Non-Interval” based values have been calculated in accordance with the relevant code:

3.71A  Each Meter Data Provider shall ensure that all data for each metering system included in each Non-Interval Supplier Unit in its Currency Zone has been calculated in accordance with the methodology set out in the applicable Metering Code. [Note that it may be necessary to review the Glossary definition of Metering Code and the provisions of paragraph 3.76].
In order to give proper effect to these changes in the Code, the following Glossary definitions need to be reviewed:

· Interval Metering

· Associated Supplier Unit

· Metered Demand

In addition new Glossary definitions will need to be produced for:
· Non-Interval Metering;

· Non-Interval Supplier Unit;

· Interval Supplier Unit
Residual Meter Volume Errors

The Code will need to recognise that there will be a residual error resulting from errors in the calculation of Non-Interval Supplier Unit volumes; from errors in Distribution Loss Factors and from errors in Transmission Loss Factors as well as any thefts of electricity.  This residual error can be calculated by the algebra used to calculate the Error Supplier Unit volume.  The Code contains two such algebraic expressions; one in paragraph 4.91 (the enduring provision) and one in paragraph 7.12 (the Interim Provision, which is currently in effect).   It is for consideration by the Modifications Committee, with the support of SEMO to advise on the impact upon the Central Market Systems, which of these alternative calculations would better facilitate the Code Objectives.

The residual error (for each Jurisdiction e and Trading Period h) could be entitled the Residual Meter Volume (RMVeh), which would need to be included in the Glossary list of variables.  Once each Trading Period Residual Meter Volume has been calculated it will need to be allocated to relevant Supplier Unit types by a smearing process using ‘Jurisdiction Consumption Correction Factor’ factors. 
The Code changes would need to remove every reference to Error Supplier Unit and to replace paragraph 4.91 with the calculation of Residual Meter Volume for each Jurisdiction.  It is proposed that the RMV should be calculated for each Jurisdiction separately as the methodology for the calculation of Non-Interval Supplier Unit volumes is similar but different in the two jurisdictions.  However, it would be possible to calculate a single error for the SEM.
Jurisdiction Consumption Correction Factors 
Once a Residual Error Volume is determined, that energy will have to be allocated between Supplier Units.  There are many ways in which this could be done, but on the basis that some of the error applies only to Non-Interval Supplier Units it is suggested that such Units should bear a greater proportion of the error than Interval Supplier Units.  If such an approach was thought by the Modifications Committee to be appropriate, there are two alternative ways in which it could be implemented.  The relevant proportions could be written into the Code, so that they could be amended only through the Code Modification Process, or the Code could specify that such proportions should be determined from time to time (or annually) by the Regulatory Authorities.  Whichever approach the Modifications Committee determines will affect the legal drafting to be recommended to the Regulatory Authorities.

It is assumed that the Modifications Committee (following appropriate consultation with interested parties and consideration of SEMO advice on the likely impact on Central Market Systems) will wish to define a different correction factor for each Currency Zone and for Non-Interval and Interval Supplier Units in each such Zone.  This means that four such factors will have to be calculated and the relevant factor used to adjust the Net Demand for each Supplier Unit.
Correction Factors for Supplier Units

Jurisdiction Correction Factors for Interval Supplier Units (JCFeh) in Currency Zone e and for Trading Period h would be calculated by:
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 is the sum of the Net Demand for all Supplier Units in Currency Zone e; and
2. RMVPI is the proportion of errors to be allocated to Interval Supplier Units.

3. RMVeh is the Residual Meter Volume in Currency Zone e and Trading Period h
Similarly Jurisdiction Correction Factors for Non-Interval Supplier Units in Currency Zone e and for Trading Period h would be calculated by:
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 is the sum of the Net Demand for all Supplier Units in Currency Zone e; and

5. RMVPI is the proportion of errors to be allocated to Interval Supplier Units.
It is for consideration whether the correction factors for Interval and Non-Interval Supplier Units would need to be different variables or possibly the same variable with an additional subscript.  The answer is largely a matter for the clarity of the resultant legal drafting.
Such factors would have to be applied to the calculation of Net Demand for Supplier Units in paragraphs 4.84, 4.86 and 4.92.  It will also have to be considered, with the assistance of SEMO, whether these are the right equations to be adjusted.

Other related topics

Credit Cover Requirements

Credit Cover calculations are based on Supplier Units and the basis for the calculation will need to be reviewed, but is not expected to require any changes. 

Queries and Disputes

Participants will need the ability to query or dispute their allocation of the Residual Meter Volumes and the Query and Dispute procedures would need to reflect that.

Party Reports 

Settlement reports will need to be amended to provide a full audit trial of how the residual energy has been allocated. The impact on reporting will need to be assessed when the changes to the Code are agreed?  SEMO input to the options and relative impact upon the Central Market Systems will be required.
Settlement Charges

Because of the increased number of Supplier Units standing charges for each will need to be reviewed.

Implementation 

Looks to be Settlement Day Implementation.


	Modification Proposal Justification
Clearly state the reason for the Modification & how it furthers the Code Objectives 

	This Modification Proposal is believed to better facilitate the achievement of the following Code Objectives:

to facilitate the efficient, economic and coordinated operation, administration and development of the Single Electricity Market in a financially secure manner;

to facilitate the participation of electricity undertakings engaged in the generation, supply or sale of electricity in the trading arrangements under the Single Electricity Market; and 

to promote competition in the single electricity wholesale market on the island of Ireland
This Modification Proposal identified a number of options and issues relating to the way its overall objectives could be met.  It is therefore suggested that the Modifications Committee set up a working group to consider those options and issues.  Such a working group would need involvement from the MDPs and from SEMO and well as involvement from Supplier representatives.  It is further suggested that, in order to provide support to its proposal to the RAs in its FRR, the Modifications Committee should consider undertaking a public consultation on its final proposal. 



	Implication of not implementing the Modification

Clearly state the possible outcomes should the Modification not be made , or how the Code Objectives would not be met


	Settlement by differences can lead to distortions in the market that may impede the emergence of full competition. Leaving all the meter volume variances with one Party can create an environment where one or a group of Parties are advantaged at the expense of others. 

As more retail electricity customers use independent Suppliers the more difficult it becomes to use settlement by difference without providing further special treatment for one, or a group of Suppliers. 

Global Settlements will enable the variances to be equitable allocated to each active Supplier thereby providing no one group of suppliers with any competitive advantage.



	Please return this form to Secretariat by e-mail to modifications@SEM-O.com




Notes on completing Modification Proposal Form:

1. If a person submits a Modification Proposal on behalf of another person, that person who proposes the material of the change should be identified on the Modification Proposal Form as the Modification Proposal Originator.

2. Any person raising a Modification Proposal shall ensure that their proposal is clear and substantiated with the appropriate detail including the way in which it furthers the Code Objectives to enable it to be fully considered by the Modifications Committee.
3. Each Modification Proposal will include a draft text of the proposed Modification to the Code.
4. For the purposes of this Modification Proposal Form, the following terms shall have the following meanings:

Code:
means the Trading and Settlement Code for the Single Electricity Market

Modification Proposal:
means the proposal to modify the Code as set out in the attached form

Derivative Work:
means any text or work which incorporates or contains all or part of the Modification Proposal or any adaptation, abridgement, expansion or other modification of the Modification Proposal

The terms “Market Operator”, “Modifications Committee” and “Regulatory Authorities” shall have the meanings assigned to those terms in the Code.  

In consideration for the right to submit, and have the Modification Proposal assessed in accordance with the terms of Section 2 of the Code (and Agreed Procedure 12), which I have read and understand, I agree as follows:

1.
I hereby grant a worldwide, perpetual, royalty-free, non-exclusive licence:

1.1 to the Market Operator and the Regulatory Authorities to publish and/or distribute the Modification Proposal for free and unrestricted access;

1.2 to the Regulatory Authorities, the Modifications Committee and each member of the Modifications Committee to amend, adapt, combine, abridge, expand or otherwise modify the Modification Proposal at their sole discretion for the purpose of developing the Modification Proposal in accordance with the Code;

1.3 to the Market Operator and the Regulatory Authorities to incorporate the Modification Proposal into the Code;

1.4
to all Parties to the Code and the Regulatory Authorities to use, reproduce and distribute the Modification Proposal, whether as part of the Code or otherwise, for any purpose arising out of or in connection with the Code.

2.
The licences set out in clause 1 shall equally apply to any Derivative Works.

3.
I hereby waive in favour of the Parties to the Code and the Regulatory Authorities any and all moral rights I may have arising out of or in connection with the Modification Proposal or any Derivative Works.

4.
I hereby warrant that, except where expressly indicated otherwise, I am the owner of the copyright and any other intellectual property and proprietary rights in the Modification Proposal and, where not the owner, I have the requisite permissions to grant the rights set out in this form.

5.
I hereby acknowledge that the Modification Proposal may be rejected by the Modifications Committee and/or the Regulatory Authorities and that there is no guarantee that my Modification Proposal will be incorporated into the Code.

