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Modifications Committee Operation


	MODIFICATION PROPOSAL FORM



	

	MODIFICATION PROPOSAL - SUBMISSION FORM

	

	

	Modification Proposal submitted by
	Date of Submitting Proposal:
	Type of Proposal (delete as appropriate)
	Modification Proposal Number:                                        (to be assigned by Secretariat)                

	SEMO
	09 July 2008
	Standard 
	Mod_37_08

	Contact Details for Modification Proposal Originator ( if not a member)

	Name: Gill Nolan
	Telephone number: 01 2370271

	
	

	Address: SEMO, 42 Merrion Square, Dublin 2

	e-mail address: gill.nolan@sem-o.com

	

	Modification Proposal Title;
	Extension of the application of the Capacity Adjustment Factor in the calculation of Required Credit Cover until implementation of Day 1+


	
	

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

	T&SC Version 4.2, Clauses 7.22, 7.23, 7.24

	

	

	Modification Proposal Description                                                                                                                                            Clearly state the desired amendment and all text formula changes to the code and/or Attach further information if necessary

	

	

	7.22
Until the date that is 12 15 months after the Market Start Date, the following shall be inserted after paragraph 6.201:

“6.201A
 A Capacity Adjustment Factor (CAFg) is applied to the Credit Assessment Price for Billing Periods (CAPBg)  to take account of the Undefined Exposure  in relation to Capacity Period θ.  The Capacity Adjustment Factor for Undefined Exposure Period for Billing Periods g is calculated as follows
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Where

1. CAPBg is the Credit Assessment Price for the Undefined Exposure Period for Billing Periods g;

2. ECPθ is the Estimated Capacity Price for the Undefined Exposure Period for Capacity Periods θ;

3. Count (Days in g) is a count of all the Settlement Days in Undefined Exposure Period for Billing Periods g;

4. Count (Days in θ) is a count of all the Settlement Days in Undefined Exposure Period for Capacity Periods θ.”


	7.23
Until the date that is 12 15 months after the Market Start Date, paragraph 6.203 shall be replaced with

“6.203
The Undefined Potential Exposure (UPESpd) for each New or Adjusted Participant p in respect of its Supplier Units for the Undefined Exposure Period for Billing Periods g and the Undefined Exposure Period for Capacity Periods θ calculated for the relevant Settlement Day d is calculated as follows:
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Where

5. CAPBg is the Credit Assessment Price for the Undefined Exposure Period for Billing Periods g;

6. CAVSph is the Credit Assessment Volume for the Trading Period h;

7. CAFg is the Capacity Adjustment Factor applicable for Undefined Exposure Period for Billing Periods g:

8. 
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is a summation over Trading Periods h in Undefined Exposure Period for Billing Periods g.”



	7.24
Until the date that is 12 15 months after the Market Start Date, paragraph 6.205 shall be replaced with: 

“6.205
The Undefined Exposure (UPEGpd) for each New or Adjusted Participant in respect of its Generator Units for the Undefined Exposure Period for Billing Periods g and the Undefined Exposure Period for Capacity Periods θ calculated for the relevant Settlement Day d shall be calculated as follows:
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Where

9. CAPBg is the Credit Assessment Price for the Undefined Exposure Period g;

10. CAVGph is the Credit Assessment Volume for the Trading Period h;

11. CAFg is the Capacity Adjustment Factor applicable for Undefined Exposure Period for Billing Periods g:

12. 
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 is a summation over Trading Periods h in Undefined Exposure Period for Billing Periods g”



	 Modification Proposal Justification                                                                                                                                           Clearly state the reason for the Modification. Attach further information if necessary

	

	

	The most accurate calculation method for the Undefined Exposure for New or Adjusted Participants evaluates separately the undefined potential exposure for energy and the undefined potential exposure for capacity. The Undefined Potential Exposure for New or Adjusted Participants is a function of the price and quantity in the energy and capacity market.  However the price and quantity in each market cannot be simply aggregated due to the difference in the length of the exposure periods between the two markets.
The Capacity Adjustment Factor (CAF) was provided as an interim method of calculating the Credit Cover Undefined Exposure in Section 7 of the Trading and Settlement Code (T&SC) for New/Adjusted Participants (T&SC clauses 7.22 to 7.24). At the time of drafting of T&SC Section 7, this method of calculation was intended only as a temporary method for 12 months from Market Start, to be replaced by the enduring solution. The enduring solution, as set out in Section 6 of the T&SC, evaluates separately (within the Central Market Systems) the undefined exposure for energy and the undefined exposure for capacity and then combines the two to calculate the full undefined exposure.
The proposed enduring solution was consulted on during the Market System Development Plan 07/08 consultation. Although SEMO did not gain approval to undertake the system changes outlined in LG 003 of the Market System Development Plan, following a review of the business processes used in the calculation of the Required Credit Cover, the enduring Code requirement (T&SC clauses 6.201, 6.203 and 6.205) can be delivered without changes to the Central Market Systems and could be delivered on the same timescale as the Day 1+ project.
The benefits of implementing the enduring Code requirement are:

1) Compliance with the enduring Code requirements and removal of the temporary solution

2) More accurate calculation of exposure for New/Adjusted Participants

3) Reduced manual workload for the Market Operator

4) Reduced likelihood of calculation errors due to current manual processes

5) Improved efficiency in calculating and publishing Credit Cover reports

6) Participants can view Energy and Capacity Undefined Exposure separately in Credit Cover reports.
This modification proposal extends the period of the interim solution Section 7 of the Code for the CAF from 12 months after Market Start to 15 months after Market Start, in line with the other components of Day 1+. The interim CAF solution for calculation of New/Adjusted Participant Undefined Exposure (T&SC clauses 7.22 to 7.24) will then lapse from the implementation date of Day 1+ and the enduring Code requirements will take effect at that time.
The intention to implement the enduring calculations for Undefined Exposure has been discussed with industry at the MOUG on May 15th 2008 and has also been notified in the latest release of the Market Participant Update Document (MPUD V6.1). 

This modification aims to further the following objectives of the T&SC:

1.3.1 to facilitate the efficient discharge by the Market Operator of the obligations   imposed upon it by its Market Operator Licences; 

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

And 

1.3.7 to promote the short-term and long-term interests of consumers of electricity on the island of Ireland with respect to price, quality, reliability, and security of supply of electricity.

The method by which this modification aims to further these objectives are set out in the list of benefits of implementing the enduring solution above.



	

	

	

	

	Implication of not implementing the Modification

	The implication of not implementing this Modification is that the Market Operator will be in breach of the T&SC once the existing Section 7 provisions expire 12 months after Market Start. As the enduring calculations are more accurate, continuation of current practice will result in less accurate calculation of the undefined exposure for new and adjusted participants and the risk of calculation errors due to current manual processes will remain.

 

	

	

	

	

	Please return this form to Secretariat - e-mail ( modifications@allislandmarket.com ), fax ( tbc ), postal address ( tbc )

	


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 Sections xx of the Code, which I have read and understand, I agree as follows:

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

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

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;

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.
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