SEM Trading and Settlement Code

Mod_34_09: Global Aggregation Modification Proposal
Smearing Options
This paper summarises the discussions and agreements in a meeting on 1 December 2009 at The Oval attended by Brendan O’Sullivan & Mark Downey of SEMO and Malcolm Rowley (consultant for NIAUR) and Simon Street (consultant for CER/NIAUR). It was agreed at the Global Aggregation Working Group meeting held on 19 November 2009 that such a discussion would take place. The purpose of the meeting was to discuss options (including those suggested at the previous working group meeting) for the “smearing” of the residual difference in the Error Supplier Units (ESUs) after the ex-PES demands had been allocated to separate Supplier units and to seek a range of options with a range of likely implementation costs.  The options and some of their implications are set out below:
Option A- Simplest
The very simplest approach, which would require no Central Market System (CMS) changes except associated with publication of both the ESU results, is to remove the registrants of the ESUs and allow the resultant financial effect to fall into the Balancing Cost, which is SEMO’s responsibility under the Code.  This would not change the role of SEMO; only the scale of the Balancing Cost.  In particular it would not make SEMO a Participant under the Code and therefore subject to the Credit Cover Requirements.  Since SEMO manages the Credit Cover arrangements under the Code, it must not be put in the position of having a conflict of interest between its administrative role and a role as a holder of Credit Cover.
The Balancing Cost is treated as an element of the consideration of the SEMO price control.  Therefore this option would smear the residual difference through the Market Operator charge and therefore predominately on Supplier Units (through the Variable Market operator Charge). 

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

Option B - Simple 1
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.  In addition, the Regulatory Authorities would determine an annual parameter which would set the proportion of the residual ESU costs that should be smeared in respect of Non-Interval volumes in Supplier Units (as opposed to Interval volumes in 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 and the RA parameter 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.
Option C – Simple 2
This option is a variant of the Simple 1 option with the addition of a flow of data from the MDPs to SEMO each week identifying the proportion of energy 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 the Simple 1 option.  The two factors would be combines in the CMS.
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.

Option D – Detailed Smearing 
This is the original proposal option, which would identify the proportion of non-interval metering by setting up separate non-Interval Supplier Units.  As with the “Simple” options, the RAs would determine an annual parameter which would set out 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

It was the view of the meeting that, following the Modifications Committee Meeting on 3rd December (and subject to its decision), high-level impact assessments should be sought from the CMS vendors for each of the options except the Simplest (for which no impact is needed).  The MDPs should also be asked to consider the impact of each of those options on them.  Following the receipt of those high-level impact assessments and the receipt of estimates of the residual ESU values from the ex-PES suppliers, the Mod_34_09 working group should meet again to consider the cost/benefit of the options and to identify which option should be proposed to the Modifications Committee.
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� The algebra for this is yet to be worked out and where it would need to be done in the Billing process.





