Draft Terms of Reference for Modifications Committee Working Group
Background
The Modifications Committee requested at Meeting 24 on 29 September 2009 that a Working Group be set up to develop Mod_34_09: Global Settlement. 
There was a general consensus at the Modifications Committee that the SEM Trading and Settlement Code (T&SC) Modifications Process should not drive the changes necessary to enable Global Aggregation in the Retail Market. However, it was agreed that a Working Group of the Modifications Committee should consider how the T&SC could best respond to the changes driven by the Retail Market, but which have implications on the Wholesale Market for which the T&SC provides the terms of trade. 
There are a number of options available for responding in the T&SC to the issues of concern to both the Wholesale and Retail Markets, some of which have been identified in Mod_34_09. Best practice requires that where possible the Working Group should consider other options available to it, particularly in the case that they may be a greater cost/benefit balance.
Objectives
The objectives of the Working Group are: 

a) to identify and understand all causes of concern for both the Retail and Wholesale Markets;

b) to consider possible options for amending the T&SC in the context of best practice in the facilitation of T&SC objectives;

c) to, based upon the understanding of the issues at hand,  analyse the potential impact of the options presented on the current (v 6.0) T&SC;

d) to determine the impact of options in terms of costs and timescales for development and implementation, and whether these costs are negated by the potential benefits to the market;

e) seek to determine the most efficient and effective way of incorporating the requirements of the Wholesale and Retail Markets into the T&SC, with due consideration of costs, timeframes and benefits to the Wholesale Market.
f) to undertake analysis of the current version of the modification, to consider, but not limited to, the following:

· whether it is necessary to classify Supplier Units as “interval” and “non-interval”;

· whether Suppliers should be required to register a Supplier Units of each type in a Currency Zone;

· whether Meter Data Providers should be subject to further obligations under the T&SC;

· whether there should be any restriction on which sort of Supplier Unit de-minimis generation should be registered to;
· whether Residual Meter Volume Errors should be calculated separately for each Currency Zone;

· how Residual Meter Volume Errors should be determined;

· how Residual Meter Volume Errors should be shared between Supplier Units;

· whether there is any issue with Supplier Units having negative energy volumes associated with them;
· the potential impact on Participant systems.

Scope

The Working Group will:

· address issues raised by Mod_34_09 and consider alternative options to determine the approach most likely to further the objectives of the T&SC;
· having understood the issues facing the Wholesale and Retail Markets, limit its discussion to the consideration of potential changes to the T&SC;
· consider the impact of possible T&SC changes both in terms of the Central Market Systems and Participants’ systems;
· determine a timetable for the completion of the agreed work; said timetable is to be consistent with the Modifications Committee meeting its obligations under the T&SC [delivery of its report (FRR) to the Regulatory Authorities within 8 months of the submission of the Modification Proposal – 11/9/2009] in light of the resources required to achieve this undertaking
Deliverables
A report to the Modifications Committee setting out the T&SC options considered; those recommended and the reasons for such recommendations.  The report to be in a form that the Modifications Committee could publish it for consultation prior to preparing its Recommendation Report to the Regulatory Authorities. 
Any consultation by the Modifications Committee to be included in the draft Modifications Committee Final Recommendation Report (FRR) for submission to the Regulatory Authorities.
Stakeholders 
Market Participants, Regulatory Authorities, Meter Data Providers, Market Operator, Interested Parties.  
Roles and Responsibilities
· Chair to direct the Working Group – TBD
· SEMO to identify (or estimate if appropriate) the impact of options on the CMS.
· Stakeholders to feed into the group - analysis of problem, opinion (including justification) and recommendations.
Resources
Independent Chair 

SEMO Secretariat

Initially representation from RA Retail to provide information about Global Aggregation project and
· SEMO 

· Suppliers 

· Meter Data Providers
· Interested Parties from Industry

Resources should ideally to attend, present and participate in all scheduled meetings and carry out required preparation and follow up action on action items assigned.
Work Breakdown Structure
a) Retail Market presentation of approach and objectives for Global Aggregation project.

b) Retail Market information on timetable for regulatory decisions to provide certainty on requirements. 

c) Supplier representatives to present an overview of options for meeting Retail Market requirements in the Wholesale Market (T&SC).

d) SEMO to outline current capabilities of Central Market Systems and where changes would be required.

e) Discussion of options and determination of where impact assessments and estimates of timescales and costs will be required.
f) SEMO to undertake required estimates and/or impact assessments (between meetings).

g) Produce first draft of paper for Modifications Committee identifying preferred options and reasons for those options.
h) Following impact assessments to produce final draft report for the Modifications Committee that can be used for a consultation if necessary.

i) Following consultation, to draft Modifications Committee Recommendation report (FRR) to Regulatory Authorities.

Schedule
Initially, a half day Working Group meeting is proposed at which the concerns and requirements of the Retail and Wholesale Markets can be explained and members can consider T&SC modification options.  

Following this meeting and prior to any subsequent meetings, it is proposed that SEMO undertake the necessary impact assessments and Participants consider the scale of impacts of various options on their own systems. It is recommended that going to impact assessment at this stage only be considered if the proposed way forward is strong enough to warrant the costs associated with taking the request to the vendor.

In addition a first draft of the report to the Modifications Committee will be prepared and consulted upon as appropriate.

At the second meeting, perhaps the impact assessments and the draft report would be considered and the requirements for the final report agreed.

After the second meeting the report to the Modifications Committee would be updated and circulated for the comment of members before being submitted to the Modifications Committee.
It is anticipated an update will be provided to the Modifications Committee at their December 2009 meeting.
Risks and Restraints
There is significant risk that the scope of the Working Group stretches beyond any requirements within the T&SC, in that it is looking to address issues that have come about primarily due to inconsistencies within the Retail Market. While it is not the undertaking of the T&SC to address issues within the Retail Market, those issues that fall within the Wholesale Market may be considered.

There is also a significant risk that the resources required to properly develop the encompassing change of policy are not provided for within the resources of the Modifications Committee and its Secretariat, SEMO or the vendors, thus from a practical point of view, any commitment to progressing this as a topic of serious discussion needs to be considered in the greater context of the ongoing development of other areas of the Market Rules and Systems.
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