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1. Background
During early analysis of the enduring provisions of the Code with respect to the application of DLAFs, the System Operators identified many issues, inconsistencies and conflicts in the Code.  These were raised with the Regulatory Authorities and were discussed at meetings involving Meter Data Providers, System Operators, Regulatory Authorities and SEMO (those most affected by the issues raised).  Following these discussions, the Regulatory Authorities acknowledged that the System Operators would be unable to meet the obligations in the Code according to the timescales specified, without further clarification.

As a result of discussions with all Parties (including consultation with Participants), Modification MOD_43_08 was presented to the Modifications Committee at Meeting 16 on 30th September 2008 in conjunction with Deferred Modification 35_08 (now RA Decision: Approved).

2. Purpose of Proposed Modification

2a. Justification for Modification

The Trading and Settlement Code (“TSC”) requires the enduring Clause 4.40 to be implemented by 1st November 2008. 

The System Operators have raised a number of issues (with the Regulatory Authorities and SEMO) in respect of the provisions of the Code (including clause 4.40) in relation to the current application of Distribution Loss Adjustment Factors (DLAFs).  As a result of various discussions, the Regulatory Authorities have acknowledged that the System Operators will not be able to meet the provisions of the Code as currently drafted.  As a result, the System Operators have raised a Modification to extend the current provisions of the Code and to adjust the Code to ensure that Participants are able to be compliant, whilst further work is carried out to assess how DLAFs should be applied.

This Modification is the result of that further work, which considered a range of options for the enduring application of DLAFs.  These are shown in the diagram below and have been discussed extensively with the Regulatory Authorities and through consultation with all interested Parties at a Market Operator Special Topic (MOST) meeting and via a published options paper:

The outcome of the consultation process was a consensus that Option 3B should be progressed, along with the establishment of a Modifications Committee Working Group to discuss the wider treatment of losses (both transmission and distribution) in the SEM.  

Option 3B will be consistent with the current treatment of Transmission Loss Adjustment Factors (i.e. application only in settlement calculations and not in the MSP Software) and will deliver the following changes:

· Implementation of Combined Loss Adjustment Factors for Generator Units and Supplier Units, which will be calculated as TLAF*DLAF for most Generator Units and will be set to 1 for other Units, as defined in the Code.

· Calculation of CLAF for Non Price Effecting Generator Units (i.e. Autonomous) will not take account of Distribution Loss Adjustment Factors (i.e. CLAF=TLAF).

· Publication of DLAFs, TLAFs and CLAFs.

Option 3B is preferred as it delivers equitable treatment for all Generator Units, whilst minimising systems changes for Parties and the Central Market Systems.  As a result, it is expected that the necessary changes can be delivered in late 2008/early 2009.


2b. Impact of not implementing a solution


If the Modification is not implemented, the existing provisions of the Code will prevail.  This will mean that Price Effecting and Non Price Effecting Distribution Connected Generator Units will be treated differently and will therefore not receive the correct Loss Adjusted payments.  This would not facilitate equitable treatment for all Participants.
In addition, the approved Modification MOD_35_08 was accepted on the basis of an enduring solution being developed by the System Operators in order to allow Code compliance for all Parties and to ensure equitable treatment of Participants.

3. Development Process
This proposal was raised by the System Operators as an Urgent Modification on 15th September 2008, due to the fact that various Parties would be unable to be compliant with the Code from 1 November 2008.
This Modification was considered at an Emergency Meeting of the Modifications Committee on 30th September 2008 (which preceded the scheduled Ordinary Meeting). It was considered in conjunction with MOD_35_08, which proposed an extension to the existing provisions in relation to the application of DLAFs under the Code.
· The Final Recommendation Report for Modification 43_08 was submitted to the Regulatory Authorities on 5th November 2008  by the Modifications Committee.  Since the submission of this report, the System Operators have identified a current case that is not covered by the submitted drafting changes.  Following discussion with the Regulatory Authorities, the Final Recommendation Report drafting was updated to account for the additional case.  

Additional Case

This arises due to the nature of the registration process for new Units.  Currently, a new Generator Unit wishing to have any Classification which is not Autonomous is required to have an Operations Certificate before they are able to operate as such in the SEM.  The current timescales for the issue of Operations Certificates means that Generator Units would otherwise not be able to register in the SEM for a longer period than that set out In Agreed Procedure 1.  In order to facilitate the timescales as set out in Agreed Procedure 1 as much as possible, some new Units will initially register as an Autonomous Generator Unit in the SEM.  This means that the additional requirements for Price Effecting units (e.g. SCADA, EDIL, comms etc) are not required
When the Operations Certificate is available, the Generator Unit may then apply for change of Classification to a Price Effecting Generator Unit (i.e. VPTG, VPMG, PPTG, PPMG). As a result of this and the resulting additional administrative burden, the TSO and DSO in the Republic of Ireland already operate a process by which the TSO and DSO “dual poll” the meter data and the TSO provides the data to the Market Operator.  TSO, in the above case, are providing the meter data, and in this circumstance, DLAFs would not be applied pre-submission. 
Additional Drafting Changes Proposed

As a result of the change of Classification described above, some changes to the original Modification are proposed to cope with this (and other reclassification scenarios).  The additional drafting includes a provision that where a calculation of CLAF is done for Distribution Connected Units, where the SO provides the Metered Generation data,  the SO shall set the DLAF to the value provided by the DSO, as well as a provision for DSO to submit for publication  DLAF’s for all Distribution Connected Generator Units registered in SEM. The changes from the original FRR Version 2.0 are outlined in Appendix II.
4. Assessment of Alternatives
Four options were considered and were presented for consultation with all Parties and the Regulatory Authorities:
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(status quo)

OPTION 2

(loss-adjustment in 

scheduling/settlement)

OPTION 3

(settlement 

loss adjustment)

OPTION 4

(pre-submission 

loss adjustment)

Maintain existing arrangements and clarify treatment in the Code.

Re-design the MSP Software so that it optimises MSQs using 

Output-related items that change per Trading Period (e.g. Ramp Rates).

Use adjusted Loss Factors (TLAF*DLAF) for all Generator Units, hence

Non Price Effecting metering needs to change from net to gross losses.

OPTION 2A (DLAF per Trading Period, used in MSP/Settlement)

OPTION 2B (DLAF per Trading Day, used in MSP/Settlement)

OPTION 3A (Adjusted LAFs in Settlement for NPEG & PEG)

OPTION 3B (Adjusted LAFs in Settlement for PEG) 

Re-design the MSP Software so that it adjusts data items for the whole 

Optimisation Time Horizon prior to optimisation (hence MSQs will be 

based on loss-adjusted inputs).

Use adjusted Loss Factors (TLAF*DLAF) for Price Effecting 

Generator Units only, requiring no change for existing NPEG metering.

OPTION 1 (DLAF for NPEG Metered Generation submitted only)

Require SOs/Participants/MDPs to adjust values pre-submission.  This 

will require SOs to change dispatch processes to be loss-adjusted.

OPTION 4 (Adjust all Output data pre-submission)

OPTION 3C (Separate TLAFs and DLAFs for all Units)

Apply TLAFs and DLAFs in all relevant Settlement calculations, with 

DLAF data submitted by TSO via new interface.


From this consultation process and discussions on the most practical solutions to implement, Option 3B was selected and developed in conjunction with affected Parties.
5. Consultation

The Options for the enduring application of DLAFs were presented at a Market Operator Special Topic (MOST) meeting, along with an Options Paper being issued for consultation.  The responses to the consultation were a majority for the implementation of Options 3A or 3B.  Further consultation with the Distribution System Operators and System Operators (in close discussion with the Regulatory Authorities) resulted in Option 3B being selected.
6. Implementation Timescale, Costs and Resources
This Modification has been designed to minimise the impacts on systems, whilst ensuring equitable treatment in terms of the application of DLAFs to all affected Participants.
The proposed Implementation date is January 1st 2009 and should be on a Settlement Day basis.
Please see Appendix 4 for all Impact Assessments
7. Impact on Code Objectives

This Modification proposes the changes necessary to the Code and Agreed Procedures, which further Code Objectives 2 (“efficient, economic and coordinated operation”), 5 (“transparency”) and 6 (“ensure no undue discrimination”) of the Code.  In particular, Code Objective 6 is highly relevant, as failure to implement the Modification would mean that some Generator Participants with Price Effecting Generator Units may be treated inequitably to those with Non Price Effecting Generator Units in respect of the effects on payments due to differing application of DLAFs.
8. Impact on other Codes/Documents

It is the System Operators’ view that there is no impact on other Codes or Documents other than those listed below:
1. Trading and Settlement Code Version 4.3.
2. Agreed Procedure 1, Version 4.3.
3. Agreed Procedure 6, Version 5.1.
9. Modifications Committee views

· A presentation and explanation was given by an Observer from the SEM TSO Day1+ Project.
· One Modifications Committee Member suggested that subject to a discussion this could be pushed out again.  The System Operators were content for this to happen (assuming that the Section 7 provisions are suitably extended to ensure System Operator Code compliance), however pointed out that this would mean that there would be inequitable settlement treatment of Generator Units depending on whether they are Price Effecting.
· RAs asked if proposer(s) were happy with legal content of Modification.
· The proposer(s) were confident that that the Modification reflected the rules as required.
· If the Modification was implemented, DLAF, TLAF and CLAF reports would all be published on the SEMO website as per the current arrangements for TLAFs.
· The Modifications Committee considered this Modification in conjunction with MOD_35_08 (proposing extension of the current provisions to align with the proposals in this Modification) when voting.

· The Modification was 'Recommended for Approval' unanimously by T Gill, S Walsh, M Hayden and M Walsh.
· The proposed Implementation date is January 1st 2009 and should be on a Settlement Day basis
10. Proposed Legal Drafting

[Change-marked drafting for the relevant parts of the Code for the proposal that the Committee is recommending i.e. not necessarily that originally proposed]
2.57A
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant Distribution System Operator shall provide the relevant System Operator with a set of Distribution Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.

2.57B
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant System Operator shall provide the Market Operator with a set of Distribution Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.
2.57C
For each Generator Unit (other than a Demand Side Unit) that is Transmission Connected, the Distribution Loss Adjustment Factor used in the calculation of the Combined Loss Adjustment Factor for each Trading Period shall be set to 1 by the relevant System Operator.

2.57D
For each Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant System Operator shall set the Distribution Loss Adjustment Factor, used in the calculation of the Combined Loss Adjustment Factor equal to 1 for all Trading Periods where the Distribution System Operator provides the Metered Generation data.

2.57E
For each Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant System Operator shall set the Distribution Loss Adjustment Factor used in the calculation of the Combined Loss Adjustment Factor equal to the corresponding value provided by the Distribution System Operator, for all Trading Periods where the System Operator, in its role as Meter Data Provider, provides the Metered Generation data.

2.57F
On the registration of any new Distribution Connected Generator Unit (other than a Demand Side Unit), the relevant System Operator shall provide the Market Operator with a set of Combined Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.
2.57G
In the event of a change in the Classification of a Generator Unit that is Distribution Connected, the relevant System Operator shall recalculate and provide the Market Operator with a revised set of Combined Loss Adjustment Factors for that Generator Unit for each Trading Period from the date at which the new Classification becomes effective to the end of the Year.
4.40
 In submitting data relating to any Generator Unit (other than a Demand Side Unit) that is Distribution Connected  and for which the Distribution System Operator provides the Metered Generation data, the Distribution System Operator shall provide that all Meter Data values shall first have been scaled by the appropriate Distribution Loss Adjustment Factor.
4.41B
At least ten weeks before the start of each Year, each Distribution System Operator shall provide the relevant System Operator with a set of Distribution Loss Adjustment Factors for each Generator Unit that is Distribution Connected within its Jurisdiction, calculated in accordance with the statutory and Licence requirements pertaining within its Jurisdiction, for each Trading Period in the Year, and including the relevant supporting information to enable the System Operator to calculate the corresponding Combined Loss Adjustment Factors.
4.42
At least two months before the start of each Year each System Operator shall provide to the Market Operator in accordance with Appendix K “Market Data Transactions” the System Parameters Data Transaction which shall comprise a complete set of Combined Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) Connected within its Jurisdiction for each Trading Period in that Year.
4.42A
At least two months before the start of each Year each System Operator shall provide the Market Operator with a complete set of Transmission Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Connected within its Jurisdiction for each Trading Period in that Year in accordance with those prepared and submitted to the Regulatory Authorities under paragraph 4.41.
4.42B
At least two months before the start of each Year each System Operator shall provide the Market Operator with a complete set of Distribution Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Distribution Connected within its Jurisdiction for each Trading Period in that Year.
4.43
The Market Operator shall publish the approved Combined Loss Adjustment Factor value(s) within 5 Working Days of receipt of the System Parameters Data Transaction.
4.43A
The Market Operator shall publish the approved Distribution Loss Adjustment Factor value(s) and Transmission Loss Adjustment Factor value(s) within 5 Working Days of receipt of the Loss Adjustment Factors Data Transaction.
4.44A
The Combined Loss Adjustment Factor CLAFuh for each Generator Unit u in Trading Period h shall be calculated by the relevant System Operator as follows:

CLAFuh = round(TLAFuh x DLAFuh)
Where round(x) is a function that rounds x to 3 decimal places.
4.44B
The Combined Loss Adjustment Factor CLAFvh for each Supplier Unit v in Trading Period h shall be set equal to 1.
4.45
Within this Code, the term ‘Loss-Adjusted’ applied to any variable, or the inclusion of letters ‘LF’ at the end of any variable term denotes that a value is to be calculated at the Trading Boundary, through application of the relevant Combined Loss Adjustment Factor as set out in Section 4, Section 5 and Section 6 of this Code.

4.46
Except for Loss-Adjusted Capacity Payments Eligible Availability (CPEALFuh) which are calculated in accordance with paragraph 4.111, then any variable which relates to a Generator Unit u in a Trading Period h, where XXXuh is the variable before application of Transmission Losses and Distribution Losses, and XXXLFuh is the variable after application of Transmission Losses and Distribution Losses, shall be calculated as follows:


XXXLFuh = XXXuh x CLAFuh

Where

1.
CLAFuh is the Combined Loss Adjustment Factor for Generator Unit u in Trading Period h.

4.47
Except for Error Supplier Units, for which the Loss-Adjusted Net Demand (NDLFv’h) shall be calculated in accordance with paragraph 4.91, then any variable which relates to a Supplier Unit v in a Trading Period h, where XXXvh is the variable before application of Transmission Losses and Distribution Losses, and XXXLFvh is the variable after application of Transmission Losses and Distribution Losses, shall be calculated as follows:


XXXLFvh = XXXvh x CLAFvh

Where

1. CLAFvh is the Combined Loss Adjustment Factor for Supplier Unit v in Trading Period h.

4.55 Each System Operator shall submit to the Market Operator the Dispatch Instructions in respect of each Generator Unit which is Dispatchable and is registered within its Currency Zone, and may submit an associated Ramp Rate for each Dispatch Instruction.  Each System Operator shall submit this information to the Market Operator in accordance with Appendix K “Market Data Transactions”, based on Outturn Data, and the values submitted shall be net of Unit Load .

4.89
The Market Operator shall procure that, for each Netting Generator Unit u’, the Combined Loss Adjustment Factor (CLAFu’h) shall be calculated as follows:
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Where

1.
CLAFuh is the Combined Loss Adjustment Factor for Generator Unit u in Trading Period h;

2.
RCu is the Registered Capacity of Generator Unit u; 

3.
the summation 
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is over all Generator Units u (not including the Netting Generator Unit) in Trading Site s (to which the Netting Generator Unit is registered);

4.
the expression 
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 denotes the highest Combined Loss Adjustment Factor (CLAFuh) of each Generator Unit u in Trading Site s (excluding the Netting Generator Unit) in Trading Period h.

5.90
The Market Operator shall calculate the Constraint Payments in respect of each Interconnector Residual Capacity Unit u’ in each Trading Period h (CONPu’h) as follows:
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Where

1.
SIEPlh is the SO Interconnector Export Price for the relevant Interconnector l for Trading Period h

2.
SIEQlh is the SO Interconnector Export Quantity for the relevant Interconnector l for Trading Period h

3.
SIIPlh is the SO Interconnector Import Price for the relevant Interconnector l for Trading Period h

4.
SIIQlh is the SO Interconnector Import Quantity for the relevant Interconnector l for Trading Period h

5.
TPD is the Trading Period Duration

6.
CLAFu’h is the Combined Loss Adjustment Factor for Interconnector Residual Capacity Unit u’ in Trading Period h

5.157
The Market Operator shall set the Combined Loss Adjustment Factor (CLAFuh) for each Demand Side Unit to be equal to 1.

7.12
Until the date that is 12 months after the Market Start Date, paragraph 4.91 shall be replaced with:
“4.91
For each Error Supplier Unit v’, each of which is associated with a Jurisdiction e, the Loss-Adjusted Net Demand (NDLFv’h) shall be calculated as follows:
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Where

1. 
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 is the total Metered Generation, Loss-Adjusted, of all Generator Units u within Jurisdiction e excluding Netting Generator Units and Demand Side Units;

2. 
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 is the total Metered Demand, Loss-Adjusted, of all Supplier Units v within Jurisdiction e excluding the Error Supplier Unit;

3. NIJIeh is the Net Inter-Jurisdictional Import to Jurisdiction e in Trading Period h, expressed in MWh, without adjustment for Transmission Losses and Distribution Losses.”

Table E.2:

	At least two Months before start of Year, or within five Working Days of its receipt from the Regulatory Authorities, whichever later
	Transmission Loss Adjustment Factors
	TLAF
	uh for Generator Units, lh for Interconnector

	At least two Months before start of Year, or within five Working Days of its receipt from the relevant System Operator, whichever later
	Distribution Loss Adjustment Factors
	DLAF
	uh for Generator Units, lh for Interconnector

	At least two Months before start of Year, or within five Working Days of its receipt from the relevant System Operator, whichever later
	Combined Loss Adjustment Factors
	CLAF
	uh for Generator Units, lh for Interconnector


G.14
The Market Operator shall issue a Settlement Statement for Energy Payments for each Interconnector Residual Capacity Unit, and shall ensure that each such Settlement Statement shall provide to Participants, when considered in conjunction with other supplementary reports made available to the Participant under the same timeframes and over the same Communication Channels, inter alia, for each relevant Interconnector Residual Capacity Unit u in each Trading Period h for the relevant Settlement Day in Billing Period b, values of:

1.
Total Payments for the Interconnector Residual Capacity Unit

2.
Energy Payments for the Interconnector Residual Capacity Unit 

3.
Constraint Payments for the Interconnector Residual Capacity Unit 

4.
Uninstructed Imbalance Payments for the Interconnector Residual Capacity Unit 

5.
SO Interconnector Export Price

6.
SO Interconnector Export Quantity

7.
SO Interconnector Import Price

8.
SO Interconnector Import Quantity

9.
Combined Loss Adjustment Factor

10.
Capacity Payment for Capacity Period

Table K.1 – System Parameters Data Transaction Data Records

	Participant Name

	Unit ID

	Trading Day

	Trading Period

	Combined Loss Adjustment Factors, CLAFuh


K.7A
The Data Records for the Loss Adjustment Factors Data Transaction are described in Table K.1A, and the Submission Protocol in Table K.2A.
Table K.1A – Loss Adjustment Factors Data Transaction Data Records

	Participant Name

	Unit ID

	Trading Day

	Trading Period

	Transmission Loss Adjustment Factors, TLAFuh

	Distribution Loss Adjustment Factor, DLAFuh


Table K.2A – Loss Adjustment Factors Data Transaction Submission Protocol

	Sender
	System Operators

	Recipient
	Market Operator

	Number of Data Transactions
	One containing data for each Generator Unit that is not an Interconnector Unit or Demand Side Unit

	First Submission time
	As available

	Last Submission time
	At least two months prior to the start of each Year, or prior to the registration of a new Generator Unit

	Permitted frequency of resubmission
	Unlimited

	Valid Communication Channels
	Type 1 (manual), to be provided in electronic format

	Process for data validation 
	None


N.17.6

6.
No Combined Loss Adjustment Factors (CLAFs), Transmission Loss Adjustment Factors (TLAFs) or Distribution Loss Adjustment Factors (DLAFs) shall be considered or applied in determining the Unit Commitment Schedule.

N.18.7

7.
No Combined Loss Adjustment Factors (CLAFs), Transmission Loss Adjustment Factors (TLAFs) or Distribution Loss Adjustment Factors (DLAFs) shall be considered or applied in determining the Economic Dispatch.

N.19
Within the MSP Software, for each Price Maker Generator Unit u that is not Under Test (other than Pumped Storage Units) the MSP Production Cost in Trading Period h that is associated with a level of Output equal to any Market Schedule Quantity (denoted MSPC(MSQ)uh) shall be calculated as follows (noting that within the MSP Software, Transmission Losses and Distribution Losses are not taken into consideration):
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Where

1.
MSQuh is the Market Schedule Quantity for Generator Unit u in Trading Period h

2.
MOPuh is the Market Offer Price of Generator Unit u in Trading Period h

3.
MNLCuh is the Market No Load Cost for Generator Unit u in Trading Period h

4.
MSQCCuh is the Market Schedule Quantity Cost Correction for Generator Unit u in Trading Period h

5.
TPD is the Trading Period Duration

6.
MSUCuh is the Market Start Up Cost for Generator Unit u in Trading Period h

Glossary Definitions:

	Annual Load Forecast
	means the forecast of Demand to be met by Generator Units (other than Autonomous Generator Units that are not Wind Power Units) at the point where the Units are Connected (i.e. prior to the application of Combined Loss Adjustment Factors), but net of Unit Load for Generator Units, for each Trading Period in a Year.


	Combined Loss Adjustment Factor or CLAF
	means the factor for each Unit in each Trading Period, as calculated by the System Operators in accordance with 4.44A to adjust the Output or Demand of that Unit for the effect of Transmission Losses and Distribution Losses and as otherwise provided for in the Code.


	Distribution Loss Adjustment Factor or DLAF
	means the factor for each Unit in each Trading Period to adjust the Output or Demand of that Unit for the effect of Distribution Losses and as otherwise provided for in the Code.


	Four Day Load Forecast
	means the forecast of Demand to be met by Generator Units (other than Autonomous Generator Units that are not Wind Power Units) at the point where the Units are Connected (i.e. prior to the application of Combined Loss Adjustment Factors), but net of Unit Load for Generator Units, for each Trading Period in the next four Trading Days.


	Loss-Adjusted 
	means, when applied to any variable, or the inclusion of letters ‘LF’ at the end of any variable term, that a value is to be calculated at the Trading Boundary, through the application of the relevant Combined Loss Adjustment Factors in accordance with this Code.

	Loss Adjustment Factors Data
	means data consisting of Transmission Loss Adjustment Factors and Distribution Loss Adjustment Factors for each Generator Unit in each Trading Period.


	Market Schedule Quantity
	means the quantity of Output for each Generator Unit in each Trading Period, prior to adjustment for Transmission Losses or Distribution Losses, as calculated by the MSP Software or otherwise in accordance with Section 4, Section 5 and Appendix N: “Operation of the MSP Software”, and which is the basis for its Energy Payments as set out in paragraph 4.93.


	Monthly Load Forecast
	means the forecast of Demand to be met by Generator Units (other than Autonomous Generator Units that are not Wind Power Units) at the point where the Units are Connected (i.e. prior to the application of Combined Loss Adjustment Factors), but net of Unit Load for Generator Units, for each Trading Period in the next Month.


	System Parameters Data
	means data consisting of Combined Loss Adjustment Factors for each Generator Unit in each Trading Period.


	Trading Boundary
	means a notional boundary between all points on the Transmission System and all points on the Distribution System.  The Trading Boundary is the notional balancing point for generation and supply and is the point of sale for trading in the SEM at which the title for all products and services settled through the trading arrangements set out in the Code transfers. All volumes traded or settled at the Trading Boundary are adjusted to reflect Transmission Losses and (where applicable) Distribution Losses.  For the avoidance of doubt, for all Supplier Units or Generator Units that are Distribution Connected, the Trading Boundary is not the specific boundary between the Transmission System and Distribution System for that Unit and so appropriate Combined Loss Adjustment Factors also apply to volumes associated with these Units in order to ensure that they are appropriately adjusted for Transmission Losses and Distribution Losses incurred as electricity is transported to (or from) the Trading Boundary from (or to) the relevant boundary of the Transmission System and the Distribution System for that Unit and then from (or to) the point of connection of that Unit.


	Transmission Loss Adjustment Factor or TLAF
	means the factor for each Unit in each Trading Period to adjust the Output or Demand of that Unit for the effect of Transmission Losses and as otherwise provided for in the Code, determined in accordance with paragraph 4.42A.


LIST OF VARIABLES, APPLICABLE SUBSCRIPTS AND UNITS:

	Combined Loss Adjustment Factor
	CLAF
	uh, vh
	Factor
	Combined Loss Adjustment Factor applicable to Generator Unit u or Supplier Unit v as appropriate in Trading Period h


	Distribution Loss Adjustment Factor
	DLAF
	uh, vh
	Factor
	Distribution Loss Adjustment Factor applicable to Generator Unit u or Supplier Unit v as appropriate in Trading Period h


	Loss Factor Adjustment
	XXXLF
	N/A
	N/A
	These letters, appended to any variable name XXX, indicate that the variable has been adjusted for ex ante Transmission Losses and Distribution Losses, so that the quantity is measured at the Trading Boundary


Agreed Procedure 1:

	23
	System Operators, Interconnector Administrators, and/or Meter Data Providers confirm Registration Data and a feasible Effective Date.  If it is a Generator Unit, System Operator provides DLAFs, TLAFs and CLAFs for Effective Date onwards.  

If the Party or Applicant’s data is incorrect, or an Effective Date is not possible within 20 Working Days, System Operators, Interconnector Administrators, and/or Meter Data Providers respond to Market Operator with issue.  

See Appendix 3 for Meter Data Providers.  
	Within 20 Working Days of receipt of eligibility requirements information
	Fax./ Email

Type 3 Channel for TLAFs
	System Operator / Interconnector Administrator / Meter Data Provider (see Section 3.2.4)
	Market Operator


Agreed Procedure 6, Appendix 1
	Combined Loss Adjustment Factor
	As defined in the Code

	Transmission Loss Adjustment Factor
	As defined in the Code

	Distribution Loss Adjustment Factor
	As defined in the Code


Agreed Procedure 6, Data Publications (additional publications)
	Combined Loss Adjustment Factors
	B
	As defined in the Code
	uh
	Y
	
	Public Data
	

	Distribution Loss Adjustment Factors
	B
	As defined in the Code
	uh
	Y
	
	Public Data
	


11. Legal review

The SEM-O Legal Advisor was consulted for a legal review of the Modification and his comments are incorporated into the original FRR. The revised FRR has also been discussed with the  SEM-O Legal Advisor. 
Appendix 1 – Original Proposal
	MODIFICATION PROPOSAL FORM


	Submitted by:
	Date Proposal received by Secretariat:


	Type of Proposal:

 (delete as appropriate)


	Number:                                        (to be assigned by Secretariat)                

	System Operators
	11-Sep-2008
	Urgent
	Mod_43_08

	Contact Details for Modification Proposal Originator

	Name: 

Michael Preston, SEM TSO Day 1+ Project Manager
	Telephone number:

+44 289 0794336
	e-mail address:

michael.preston@soni.ltd.uk

	Modification Proposal Title: 
	Enduring Application of Distribution Loss Adjustment Factors

	Trading and Settlement Code & Agreed Procedure change
	Section(s) affected by Modification Proposal

	Trading and Settlement Code

Agreed Procedures 1, 6
	Sections 2, 4, 5, 7, Appendices E, G, K, N, Glossary

	Version Number of the Code/Agreed Procedure used in Modification drafting:   
	Code, version 4.3

AP1, version 4.3
AP6, version 5.1

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

	Distribution Loss Adjustment Factors

2.57A
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Distribution Connected and is not an Autonomous Generator Unit, the relevant Distribution System Operator shall provide to the relevant System Operator and subject to the prior approval of the Regulatory Authorities, a set of Distribution Loss Adjustment Factors for that Generator Unit that is Distribution Connected for each Trading Period from the start of the Effective Date to the end of the Year.
2.57B
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Transmission Connected, the Distribution Loss Adjustment Factor for each Trading Period from the start of the Effective Date to the end of the Year shall be set to 1 by the relevant System Operator.

2.57C
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Distribution Connected and is an Autonomous Generator Unit, the Distribution Loss Adjustment Factor for the purposes of calculating the Combined Loss Adjustment Factor for each Trading Period from the start of the Effective Date to the end of the Year shall be set to 1 by the relevant System Operator.

2.57D
On the registration of any new Generator Unit that is Distribution Connected and is not an Autonomous Generator Unit, the relevant System Operator shall provide to the relevant Market Operator a set of Distribution Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.
2.57E
On the registration of any new Generator Unit (other than a Demand Side Unit), the relevant System Operator shall provide to the Market Operator, a set of Combined Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.
4.40
 In submitting data relating to any Generator Unit that is Distribution Connected and is not an Autonomous Generator Unit, the Distribution System Operator in its role as a Meter Data Provider shall provide that all Meter Data values shall first have been scaled by the appropriate Distribution Loss Adjustment Factor.
4.41
At least four months before the start of each Year, each System Operator shall submit to the Regulatory Authorities a set of Combined Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Connected within its Jurisdiction calculated in co-operation with the System Operator in the other Jurisdiction , for each Trading Period in the Year.
4.41B
At least four months before the start of each Year, each System Operator shall submit to the Regulatory Authorities a set of Transmission Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Connected within its Jurisdiction calculated in co-operation with the System Operator in the other Jurisdiction and in accordance with the statutory and Licence requirements pertaining within its Jurisdiction, for each Trading Period in the Year.
4.41D
At least four months before the start of each Year, each Distribution System Operator shall submit to the relevant System Operator a set of Distribution Loss Adjustment Factors for each Generator Unit that is Connected within its Jurisdiction and is not an Autonomous Generator Unit, calculated in co-operation with the Distribution System Operator in the other Jurisdiction in accordance with the statutory and Licence requirements pertaining within its Jurisdiction, for each Trading Period in the Year.
4.41E
At least four months before the start of each Year, each System Operator shall submit to the Regulatory Authorities a set of Distribution Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Connected within its Jurisdiction, for each Trading Period in the Year.
4.42
At least two months before the start of each Year each System Operator shall provide to the Market Operator in accordance with Appendix K “Market Data Transactions” the System Parameters Data Transaction which shall comprise a complete set of Combined Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) Connected within its Jurisdiction for each Trading Period in that Year in accordance with those prepared and submitted to the Regulatory Authorities under paragraph 4.41.
4.42A
At least two months before the start of each Year each System Operator shall provide to the Market Operator a complete set of Transmission Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Connected within its Jurisdiction for each Trading Period in that Year in accordance with those prepared and submitted to the Regulatory Authorities under paragraph 4.41B.
4.42B
At least two months before the start of each Year each System Operator shall provide to the Market Operator a complete set of Distribution Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Connected within its Jurisdiction for each Trading Period in that Year in accordance with those prepared and submitted to the Regulatory Authorities under paragraph 4.41E.
4.43
The Market Operator shall publish the approved Combined Loss Adjustment Factor value(s) within 5 Working Days of receipt of the System Parameters Data Transaction.
4.43A
The Market Operator shall publish the approved Distribution Loss Adjustment Factor value(s) and Transmission Loss Adjustment Factor value(s) within 5 Working Days of receipt of the Loss Adjustment Factors Data Transaction.
4.44A
The Combined Loss Adjustment Factor CLAFuh for each Generator Unit u in Trading Period h shall be calculated by the relevant System Operator as follows:

CLAFuh = TLAFuh x DLAFuh

4.44B
The Combined Loss Adjustment Factor CLAFvh for each Supplier Unit v in Trading Period h shall be set equal to 1.
4.45 Within this Code, the term ‘Loss-Adjusted’ applied to any variable, or the inclusion of letters ‘LF’ at the end of any variable term denotes that a value is to be calculated at the Trading Boundary, through application of the relevant Combined Loss Adjustment Factor as set out in Section 4, Section 5 and Section 6 of this Code.

4.46 Except for Loss-Adjusted Capacity Payments Eligible Availability (CPEALFuh) which are calculated in accordance with paragraph 4.111, then any variable which relates to a Generator Unit u in a Trading Period h, where XXXuh is the variable before application of Transmission Losses and Distribution Losses, and XXXLFuh is the variable after application of Transmission Losses and Distribution Losses, shall be calculated as follows:


XXXLFuh = XXXuh x CLAFuh

Where

1.
CLAFuh is the Combined Loss Adjustment Factor for Generator Unit u in Trading Period h.

4.47 Except for Error Supplier Units, for which the Loss-Adjusted Net Demand (NDLFv’h) shall be calculated in accordance with paragraph 4.91, then any variable which relates to a Supplier Unit v in a Trading Period h, where XXXvh is the variable before application of Transmission Losses and Distribution Losses, and XXXLFvh is the variable after application of Transmission Losses and Distribution Losses, shall be calculated as follows:


XXXLFvh = XXXvh x CLAFvh

Where

2. CLAFvh is the Combined Loss Adjustment Factor for Supplier Unit v in Trading Period h.

5.90 Each System Operator shall submit to the Market Operator the Dispatch Instructions in respect of each Generator Unit which is Dispatchable and is registered within its Currency Zone, and may submit an associated Ramp Rate for each Dispatch Instruction.  Each System Operator shall submit this information to the Market Operator in accordance with Appendix K “Market Data Transactions”, based on Outturn Data, and the values submitted shall be net of Unit Load .

4.89
The Market Operator shall procure that, for each Netting Generator Unit u’, the Combined Loss Adjustment Factor (CLAFu’h) shall be calculated as follows:
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Where

1.
CLAFuh is the Combined Loss Adjustment Factor for Generator Unit u in Trading Period h;

2.
RCu is the Registered Capacity of Generator Unit u; 

3.
the summation 
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is over all Generator Units u (not including the Netting Generator Unit) in Trading Site s (to which the Netting Generator Unit is registered);

4.
the expression 
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 denotes the highest Combined Loss Adjustment Factor (CLAFuh) of each Generator Unit u in Trading Site s (excluding the Netting Generator Unit) in Trading Period h.

5.90 The Market Operator shall calculate the Constraint Payments in respect of each Interconnector Residual Capacity Unit u’ in each Trading Period h (CONPu’h) as follows:
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Where

1.
SIEPlh is the SO Interconnector Export Price for the relevant Interconnector l for Trading Period h

2.
SIEQlh is the SO Interconnector Export Quantity for the relevant Interconnector l for Trading Period h

3.
SIIPlh is the SO Interconnector Import Price for the relevant Interconnector l for Trading Period h

4.
SIIQlh is the SO Interconnector Import Quantity for the relevant Interconnector l for Trading Period h

5.
TPD is the Trading Period Duration

6.
CLAFu’h is the Combined Loss Adjustment Factor for Interconnector Residual Capacity Unit u’ in Trading Period h

5.157 The Market Operator shall set the Combined Loss Adjustment Factor (CLAFuh) for each Demand Side Unit to be equal to 1.

7.12
Until the date that is 12 months after the Market Start Date, paragraph 4.91 shall be replaced with:
“4.91
For each Error Supplier Unit v’, each of which is associated with a Jurisdiction e, the Loss-Adjusted Net Demand (NDLFv’h) shall be calculated as follows:
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Where

4. 
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 is the total Metered Generation, Loss-Adjusted, of all Generator Units u within Jurisdiction e excluding Netting Generator Units and Demand Side Units;

5. 
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 is the total Metered Demand, Loss-Adjusted, of all Supplier Units v within Jurisdiction e excluding the Error Supplier Unit;

6. NIJIeh is the Net Inter-Jurisdictional Import to Jurisdiction e in Trading Period h, expressed in MWh, without adjustment for Transmission Losses and Distribution Losses.”

Table E.2:

At least two Months before start of Year, or within five Working Days of its receipt from the Regulatory Authorities, whichever later

Transmission Loss Adjustment Factors

TLAF

uh for Generator Units, lh for Interconnector
At least two Months before start of Year, or within five Working Days of its receipt from the Regulatory Authorities, whichever later

Distribution Loss Adjustment Factors

DLAF

uh for Generator Units, lh for Interconnector
At least two Months before start of Year, or within five Working Days of its receipt from the Regulatory Authorities, whichever later

Combined Loss Adjustment Factors

CLAF

uh for Generator Units, lh for Interconnector
G.14
The Market Operator shall issue a Settlement Statement for Energy Payments for each Interconnector Residual Capacity Unit, and shall ensure that each such Settlement Statement shall provide to Participants, when considered in conjunction with other supplementary reports made available to the Participant under the same timeframes and over the same Communication Channels, inter alia, for each relevant Interconnector Residual Capacity Unit u in each Trading Period h for the relevant Settlement Day in Billing Period b, values of:

1.
Total Payments for the Interconnector Residual Capacity Unit

2.
Energy Payments for the Interconnector Residual Capacity Unit 

3.
Constraint Payments for the Interconnector Residual Capacity Unit 

4.
Uninstructed Imbalance Payments for the Interconnector Residual Capacity Unit 

5.
SO Interconnector Export Price

6.
SO Interconnector Export Quantity

7.
SO Interconnector Import Price

8.
SO Interconnector Import Quantity

9.
Combined Loss Adjustment Factor

10.
Capacity Payment for Capacity Period

Table K.2 – System Parameters Data Transaction Data Records

Participant Name

Unit ID

Trading Day

Trading Period

Combined Loss Adjustment Factors, CLAFuh

K.7A
The Data Records for the Loss Adjustment Factors Data Transaction are described in Table K.1A, and the Submission Protocol in Table K.2A.
Table K.1A – Loss Adjustment Factors Data Transaction Data Records

Participant Name

Unit ID

Trading Day

Trading Period

Transmission Loss Adjustment Factors, TLAFuh

Distribution Loss Adjustment Factor, DLAFuh

Table K.2A – Loss Adjustment Factors Data Transaction Submission Protocol

Sender

System Operators
Recipient

Market Operator

Number of Data Transactions

One containing data for each Generator Unit that is not an Interconnector Unit or Demand Side Unit
First Submission time

As available

Last Submission time

At least two months prior to the start of each Year, or prior to the registration of a new Generator Unit
Permitted frequency of resubmission

Unlimited

Valid Communication Channels

Type 1 (manual)

Process for data validation 

None

N.17.6

6.
No Combined Loss Adjustment Factors (CLAFs), Transmission Loss Adjustment Factors (TLAFs) or Distribution Loss Adjustment Factors (DLAFs) shall be considered or applied in determining the Unit Commitment Schedule.

N.18.7

7.
No Combined Loss Adjustment Factors (CLAFs), Transmission Loss Adjustment Factors (TLAFs) or Distribution Loss Adjustment Factors (DLAFs) shall be considered or applied in determining the Economic Dispatch.

N.19
Within the MSP Software, for each Price Maker Generator Unit u that is not Under Test (other than Pumped Storage Units) the MSP Production Cost in Trading Period h that is associated with a level of Output equal to any Market Schedule Quantity (denoted MSPC(MSQ)uh) shall be calculated as follows (noting that within the MSP Software, Transmission Losses and Distribution Losses are not taken into consideration):
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Where

1.
MSQuh is the Market Schedule Quantity for Generator Unit u in Trading Period h

2.
MOPuh is the Market Offer Price of Generator Unit u in Trading Period h

3.
MNLCuh is the Market No Load Cost for Generator Unit u in Trading Period h

4.
MSQCCuh is the Market Schedule Quantity Cost Correction for Generator Unit u in Trading Period h

5.
TPD is the Trading Period Duration

6.
MSUCuh is the Market Start Up Cost for Generator Unit u in Trading Period h

Glossary Definitions:

Annual Load Forecast

means the forecast of Demand to be met by Generator Units (other than Autonomous Generator Units that are not Wind Power Units) at the point where the Units are Connected (i.e. prior to the application of Combined Loss Adjustment Factors), but net of Unit Load for Generator Units, for each Trading Period in a Year.

Four Day Load Forecast

means the forecast of Demand to be met by Generator Units (other than Autonomous Generator Units that are not Wind Power Units) at the point where the Units are Connected (i.e. prior to the application of Combined Loss Adjustment Factors), but net of Unit Load for Generator Units, for each Trading Period in the next four Trading Days.

Loss-Adjusted 

means, when applied to any variable, or the inclusion of letters ‘LF’ at the end of any variable term, that a value is to be calculated at the Trading Boundary, through the application of the relevant Combined Loss Adjustment Factors in accordance with this Code.

Market Schedule Quantity

means the quantity of Output for each Generator Unit in each Trading Period, prior to adjustment for Transmission Losses or Distribution Losses, as calculated by the MSP Software or otherwise in accordance with Section 4, Section 5 and Appendix N: “Operation of the MSP Software”, and which is the basis for its Energy Payments as set out in paragraph 4.93.

Monthly Load Forecast

means the forecast of Demand to be met by Generator Units (other than Autonomous Generator Units that are not Wind Power Units) at the point where the Units are Connected (i.e. prior to the application of Combined Loss Adjustment Factors), but net of Unit Load for Generator Units, for each Trading Period in the next Month.

System Parameters Data

means data consisting of Combined Loss Adjustment Factors for each Generator Unit in each Trading Period.

Loss Adjustment Factors Data

means data consisting of Transmission Loss Adjustment Factors and Distribution Loss Adjustment Factors for each Generator Unit in each Trading Period.

Trading Boundary

means a notional boundary between all points on the Transmission System and all points on the Distribution System.  The Trading Boundary is the notional balancing point for generation and supply and is the point of sale for trading in the SEM at which the title for all products and services settled through the trading arrangements set out in the Code transfers. All volumes traded or settled at the Trading Boundary are adjusted to reflect Transmission Losses and (where applicable) Distribution Losses.  For the avoidance of doubt, for all Supplier Units or Generator Units that are Distribution Connected, the Trading Boundary is not the specific boundary between the Transmission System and Distribution System for that Unit and so appropriate Combined Loss Adjustment Factors also apply to volumes associated with these Units in order to ensure that they are appropriately adjusted for Transmission Losses and Distribution Losses incurred as electricity is transported to (or from) the Trading Boundary from (or to) the relevant boundary of the Transmission System and the Distribution System for that Unit.

Transmission Loss Adjustment Factor or TLAF

means the factor for each Unit in each Trading Period to adjust the Output or Demand of that Unit for the effect of Transmission Losses and as otherwise provided for in the Code, determined in accordance with paragraph 4.42A.

Distribution Loss Adjustment Factor or DLAF

means the factor for each Unit in each Trading Period to adjust the Output or Demand of that Unit for the effect of Distribution Losses and as otherwise provided for in the Code.

Combined Loss Adjustment Factor or CLAF

means the factor for each Unit in each Trading Period, as calculated by the System Operators in accordance with 4.44A to adjust the Output or Demand of that Unit for the effect of Transmission Losses and Distribution Losses and as otherwise provided for in the Code.

LIST OF VARIABLES, APPLICABLE SUBSCRIPTS AND UNITS:

Distribution Loss Adjustment Factor

DLAF

uh, vh

Factor

Distribution Loss Adjustment Factor applicable to Generator Unit u or Supplier Unit v as appropriate in Trading Period h

Combined Loss Adjustment Factor

CLAF

uh, vh

Factor

Combined Loss Adjustment Factor applicable to Generator Unit u or Supplier Unit v as appropriate in Trading Period h

Loss Factor Adjustment

XXXLF

N/A

N/A

These letters, appended to any variable name XXX, indicate that the variable has been adjusted for ex ante Transmission Losses and Distribution Losses, so that the quantity is measured at the Trading Boundary

Agreed Procedure 1:

23

System Operators, Interconnector Administrators, and/or Meter Data Providers confirm Registration Data and a feasible Effective Date.  If it is a Generator Unit, System Operator provides DLAFs, TLAFs and CLAFs for Effective Date onwards.  

If the Party or Applicant’s data is incorrect, or an Effective Date is not possible within 20 Working Days, System Operators, Interconnector Administrators, and/or Meter Data Providers respond to Market Operator with issue.  

See Appendix 3 for Meter Data Providers.  

Within 20 Working Days of receipt of eligibility requirements information

Fax./ Email

Type 3 Channel for TLAFs

System Operator / Interconnector Administrator / Meter Data Provider (see Section 3.2.4)

Market Operator

Agreed Procedure 6, Appendix 1
Combined Loss Adjustment Factor

As defined in the Code

Transmission Loss Adjustment Factor
As defined in the Code

Distribution Loss Adjustment Factor

As defined in the Code

Agreed Procedure 6, Data Publications (additional publications)
Combined Loss Adjustment Factors

B

As defined in the Code

uh

Y

Public Data

Distribution Loss Adjustment Factors

B
As defined in the Code
uh
Y
Public Data


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

	The Trading and Settlement Code (“TSC”) requires the enduring Clause 4.40 to be implemented by 1st November 2008. 

The System Operators have raised a number of issues (with the Regulatory Authorities and SEMO) in respect of the provisions of the Code (including clause 4.40) in relation to the current application of Distribution Loss Adjustment Factors (DLAFs).  As a result of various discussions, the Regulatory Authorities have acknowledged that the System Operators will not be able to meet the provisions of the Code as currently drafted.  As a result, the System Operators have raised a Modification to extend the current provisions of the Code and to adjust the Code to ensure that Participants are able to be compliant, whilst further work is carried out to assess how DLAFs should be applied.

This Modification is the result of that further work, which considered a range of options for the enduring application of DLAFs.  These are shown in the diagram below and have been discussed extensively with the Regulatory Authorities and through consultation with all interested Parties at a Market Operator Special Topic (MOST) meeting and via a published options paper:
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(status quo)
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Maintain existing arrangements and clarify treatment in the Code.

Re-design the MSP Software so that it optimises MSQsusing 

Output-related items that change per Trading Period (e.g. Ramp Rates).

Use adjusted Loss Factors (TLAF*DLAF) for all Generator Units, hence

Non Price Effecting metering needs to change from net to gross losses.

OPTION 2A (DLAF per Trading Period, used in MSP/Settlement)

OPTION 2B (DLAF per Trading Day, used in MSP/Settlement)

OPTION 3A (Adjusted LAFsin Settlement for NPEG & PEG)

OPTION 3B (Adjusted LAFsin Settlement for PEG) 

Re-design the MSP Software so that it adjusts data items for the whole 

Optimisation Time Horizon prior to optimisation (hence MSQswill be 

based on loss-adjusted inputs).

Use adjusted Loss Factors (TLAF*DLAF) for Price Effecting 

Generator Units only, requiring no change for existing NPEG metering.

OPTION 1 (DLAF for NPEG Metered Generation submitted only)

Require SOs/Participants/MDPsto adjust values pre-submission.  This 

will require SOsto change dispatch processes to be loss-adjusted.

OPTION 4 (Adjust all Output data pre-submission)

OPTION 3C (Separate TLAFsand DLAFsfor all Units)

Apply TLAFsand DLAFsin all relevant Settlement calculations, with 

DLAF data submitted by TSO via new interface.


The outcome of the consultation process was a consensus that Option 3B should be progressed, along with the establishment of a Modifications Committee Working Group to discuss the wider treatment of losses (both transmission and distribution) in the SEM.  

Option 3B will be consistent with the current treatment of Transmission Loss Adjustment Factors (i.e. application only in settlement calculations and not in the MSP Software) and will deliver the following changes:

· Implementation of Combined Loss Adjustment Factors for Generator Units and Supplier Units, which will be calculated as TLAF*DLAF for most Generator Units and will be set to 1 for other Units, as defined in the Code.

· Calculation of CLAF for Non Price Effecting Generator Units (i.e. Autonomous) will not take account of Distribution Loss Adjustment Factors (i.e. CLAF=TLAF).

· Publication of DLAFs, TLAFs and CLAFs.

Option 3B is preferred as it delivers equitable treatment for all Generator Units, whilst minimising systems changes for Parties and the Central Market Systems.  As a result, it is expected that the necessary changes can be delivered in late 2008/early 2009.

Code Objectives

This Modification proposes the changes necessary to the Code and Agreed Procedures, which aim to further Objectives 2 (“efficient, economic and coordinated operation”), 5 (“transparency”) and 6 (“ensure no undue discrimination”) of the Code.

Urgency

The System Operator proposes that that this Modification is urgent as it:

1. Addresses the lack of clarity in application of DLAF’s,  

2. Modifies the current inequitable practise around application of DLAFs, soon as possible, for the benefit of the Market, and 

3. Enables the planning and implementation of enduring solution by early 2009

	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


	If the Modification is not implemented, the existing provisions of the Code will prevail.  This will mean that Price Effecting and Non Price Effecting Distribution Connected Generator Units will be treated differently and will therefore not receive the correct Loss Adjusted payments.  This would not facilitate equitable treatment for all Participants.

In addition, the existing provisions of the Code are contradictory and cannot be implemented as drafted.  As a result, various Parties (e.g. System Operators, Participants) will not be able to be compliant with the Code from 1 November 2008.

Modification Urgency

Should the existing provisions remain in force, the current unclear and inequitable treatment would persist and this would (in terms of paragraph 2.208 of the Code) ‘unduly interfere with, disrupt or threaten the operation of the Single Electricity Market’. 



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


Appendix 2 – Alternative & Combined Proposals

Changes from original Modification discussed at Modifications Committee Meeting or identified following further review of clause cross-referencing and to align with the approvals process for DLAFs:

Changes discussed at Modifications Committee Meeting 

· The word “not” needs to be removed from the proposed change 4.40, as the application of Distribution Loss Adjustment Factors is only carried out for Autonomous Generator Units.
· Following further discussion with Distribution System Operators, it is proposed that the obligation to provide DLAFs to the System Operators is changed to ten weeks prior to the start of the relevant Year (clause 4.41d in original mod, now clause 4.41b.  This will fit with the existing approvals processes for DLAFs and provide time in which the System Operators will be able to perform the calculations with respect to CLAFs)
· Add wording to clause 4.41d in original mod, now clause 4.41b “and including the relevant supporting information to enable the System Operator to calculate the corresponding Combined Loss Adjustment Factors,” to ensure that System Operators are able to correctly apply received DLAFs and approved TLAFs. 
Changes identified subsequent to Modifications Committee Meeting  - which may differ from what was presented in slides

· Remove the amended 4.41 from the proposed Modification (as CLAFs will not be submitted to Regulatory Authorities), i.e. leave the current 4. 4.1 clause as is
· Remove 4.41B as this is unnecessary if current 4.41is reinstated..

· Rename 4.41D to 4.41B to reflect the removal of clauses from the Modification.

· In 4.42A, replace the reference to 4.41B with 4.41.

· As the approvals process for DLAFs is already defined elsewhere, the addition of clause 4.41E is unnecessary and could cause conflicts with approved processes.

· Remove “in accordance with those prepared and submitted to the Regulatory Authorities under paragraph 4.41” from clause 4.42, as this will not be part of the process – only Transmission Loss Adjustment Factors will be approved by the RAs under the Code).
· Remove “in accordance with those prepared and submitted to the Regulatory Authorities under paragraph 4.41E” from clause 4.42B (as this will not be part of the process – only Transmission Loss Adjustment Factors will be approved by the RAs under the Code).

· in Table E.2: Distribution Loss Adjustment Factors: Replace  “At least two Months before start of Year, or within five Working Days of its receipt from the Regulatory Authorities” with “the relevant System Operator” in new entries

· in Table E.2: Combined Loss Adjustment Factors: Replace  “At least two Months before start of Year, or within five Working Days of its receipt from the Regulatory Authorities, whichever later” with “the relevant System Operator” in new entries  (as only Transmission Loss Adjustment Factors will be approved by the RAs under the Code).
· Clarify the rounding of CLAFs when calculated, prior to submission by the relevant System Operator to the Market Operator.

· The new para 2.57D refers to the "relevant" Market Operator. The word relevant should be deleted as there is only one. (Kevin Connolly, Legal Advisor)

· 2.57D:  Demand Side Units should also be excluded (Kevin Connolly, Legal Advisor)
· Glossary terms are now in alphabetical order in revised Modification.

· DSO requested that the words ‘in co-operation with the Distribution System Operator in the other Jurisdiction’  be removed from the amended 4.41B
Changes subsequently identified for revised version 3.0 of FRR

Incorporates

· revised wording in Section 6 implementation timescales 
· revised wording for Proposed Modification as detailed below, (clauses have been renumbered and grouped logically), in Section 10 and Appendix II, for the reasons outlined in Section 3. Development Process (note: Changes summarised below have been discussed and agreed with DSO’s)
· Comments from Simon Street:

· paragraph 2.57A the 2nd "that is Distribution Connected" was removed as superfluous
· table K.2A states that Loss Adjustment Data is sent via Type 1 Channels (defined to include paper and fax;) was amended so data is sent on electronic media 
· revised definition of Trading Boundary
2.57A FRR 2.0 proposed wording 

2.57A
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Distribution Connected and is not an Autonomous Generator Unit, the relevant Distribution System Operator shall provide to the relevant System Operator and subject to the prior approval of the Regulatory Authorities, a set of Distribution Loss Adjustment Factors for that Generator Unit that is Distribution Connected for each Trading Period from the start of the Effective Date to the end of the Year.

Revised Wording 
2.57A
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant Distribution System Operator shall provide the relevant System Operator with a set of Distribution Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.

2.57B FRR 2.0 proposed wording 

2.57B
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Transmission Connected, the Distribution Loss Adjustment Factor for each Trading Period from the start of the Effective Date to the end of the Year shall be set to 1 by the relevant System Operator.
Revised Wording 
2.57B
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant System Operator shall provide the Market Operator with a set of Distribution Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.
2.57C FRR 2.0 proposed wording
2.57C
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Distribution Connected and is an Autonomous Generator Unit, the Distribution Loss Adjustment Factor for the purposes of calculating the Combined Loss Adjustment Factor for each Trading Period from the start of the Effective Date to the end of the Year shall be set to 1 by the relevant System Operator.

Revised Wording
2.57C     For each Generator Unit (other than a Demand Side Unit) that is Transmission Connected, the Distribution Loss Adjustment Factor used in the calculation of the Combined Loss Adjustment Factor for each Trading Period shall be set to 1 by the relevant System Operator.

2.57D FRR 2.0 proposed wording
2.57D
On the registration of any new Generator Unit that is Distribution Connected and is not an Autonomous Generator Unit or a Demand Side Unit, the relevant System Operator shall provide to the Market Operator a set of Distribution Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.
Revised Wording
2.57D
For each Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant System Operator shall set the Distribution Loss Adjustment Factor, used in the calculation of the Combined Loss Adjustment Factor, equal to 1 for all Trading Periods where the Distribution System Operator provides the Metered Generation data.

2.57E FRR 2.0 proposed wording
2.57E
On the registration of any new Generator Unit (other than a Demand Side Unit), the relevant System Operator shall provide to the Market Operator, a set of Combined Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.
Revised Wording
2.57E
For each Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant System Operator shall set the Distribution Loss Adjustment Factor, used in the calculation of the Combined Loss Adjustment Factor, equal to the corresponding value provided by the Distribution System Operator, for all Trading Periods where the System Operator, in its role as Meter Data Provider, provides the Metered Generation data.

2.57F/2.57F New clauses
2.57F
On the registration of any new Distribution Connected Generator Unit (other than a Demand Side Unit), the relevant System Operator shall provide the Market Operator with a set of Combined Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.
2.57G
In the event of a change in the Classification of a Generator Unit that is Distribution Connected, the relevant System Operator shall recalculate and provide the Market Operator with a revised set of Combined Loss Adjustment Factors for that Generator Unit for each Trading Period from the date at which the new Classification becomes effective to the end of the Year.
4.40 FRR 2.0 proposed wording
4.40
 In submitting data relating to any Generator Unit or Supplier Unit that is Distribution Connected, the System Operators, Meter Data Providers and Participants shall provide that all values expressed in MW, MW/min or MWh and that are intended to be used in the MSP Software or in Settlement or referred to in Sections 4, 5 or 6 of the Code shall first have been scaled by the appropriate Distribution Loss Adjustment Factor In submitting data relating to any Generator Unit that is Distribution Connected and is not an Autonomous Generator Unit, the Distribution System Operator in its role as a Meter Data Provider shall provide that all Meter Data values shall first have been scaled by the appropriate Distribution Loss Adjustment Factor.

Revised Wording 
4.40
In submitting data relating to any Generator Unit that is Distribution Connected  and for which the Distribution System Operator provides the Metered Generation data, the Distribution System Operator shall provide that all Meter Data values shall first have been scaled by the appropriate Distribution Loss Adjustment Factor.
4.41B FRR 2.0 proposed wording
4.41B
At least ten weeks before the start of each Year, each Distribution System Operator shall submit to the relevant System Operator a set of Distribution Loss Adjustment Factors for each Generator Unit that is Connected within its Jurisdiction and is not an Autonomous Generator Unit, calculated in accordance with the statutory and Licence requirements pertaining within its Jurisdiction, for each Trading Period in the Year, and including the relevant supporting information to enable the System Operator to calculate the corresponding Combined Loss Adjustment Factors..
Revised Wording 

4.41B
At least ten weeks before the start of each Year, each Distribution System Operator shall provide the relevant System Operator with a set of Distribution Loss Adjustment Factors for each Generator Unit that is Distribution Connected within its Jurisdiction, calculated in accordance with the statutory and Licence requirements pertaining within its Jurisdiction, for each Trading Period in the Year, and including the relevant supporting information to enable the System Operator to calculate the corresponding Combined Loss Adjustment Factors.
4.42A FRR 2.0 proposed wording

4.42A
At least two months before the start of each Year each System Operator shall provide to the Market Operator a complete set of Transmission Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Connected within its Jurisdiction for each Trading Period in that Year in accordance with those prepared and submitted to the Regulatory Authorities under paragraph 4.41.
Revised Wording 

4.42A
At least two months before the start of each Year each System Operator shall provide the Market Operator with a complete set of Transmission Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Connected within its Jurisdiction for each Trading Period in that Year in accordance with those prepared and submitted to the Regulatory Authorities under paragraph 4.41
4.42B  FRR 2.0 proposed wording

4.42B
At least two months before the start of each Year each System Operator shall provide to the Market Operator a complete set of Distribution Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Connected within its Jurisdiction for each Trading Period in that Year.
Revised Wording 

4.42B
At least two months before the start of each Year each System Operator shall provide the Market Operator with a complete set of Distribution Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Distribution Connected within its Jurisdiction for each Trading Period in that Year.
Changes subsequently identified for revised version 3.1 of FRR
4.40
In submitting data relating to any Generator Unit that is Distribution Connected  and for which the Distribution System Operator provides the Metered Generation data, the Distribution System Operator shall provide that all Meter Data values shall first have been scaled by the appropriate Distribution Loss Adjustment Factor.
Revised Wording

4.40 In submitting data relating to any Generator Unit (other than a Demand Side Unit) that is Distribution Connected and for which the Distribution System Operator provides the Metered Generation data, the Distribution System Operator shall provide that all Meter Data values shall first have been scaled by the appropriate Distribution Loss Adjustment Factor.
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	Distribution Loss Adjustment Factors

2.57A
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant Distribution System Operator shall provide the relevant System Operator with a set of Distribution Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.

2.57B
On the registration of any new Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant System Operator shall provide the Market Operator with a set of Distribution Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.
2.57C
For each Generator Unit (other than a Demand Side Unit) that is Transmission Connected, the Distribution Loss Adjustment Factor used in the calculation of the Combined Loss Adjustment Factor for each Trading Period shall be set to 1 by the relevant System Operator.

2.57D
For each Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant System Operator shall set the Distribution Loss Adjustment Factor used in the calculation of the Combined Loss Adjustment Factor equal to 1 for all Trading Periods where the Distribution System Operator provides the Metered Generation data.

2.57E
For each Generator Unit (other than a Demand Side Unit) that is Distribution Connected, the relevant System Operator shall set the Distribution Loss Adjustment Factor used in the calculation of the Combined Loss Adjustment Factor equal to the corresponding value provided by the Distribution System Operator, for all Trading Periods where the System Operator, in its role as Meter Data Provider provides the Metered Generation data.

2.57F
On the registration of any new Distribution Connected Generator Unit (other than a Demand Side Unit), the relevant System Operator shall provide the Market Operator with a set of Combined Loss Adjustment Factors for that Generator Unit for each Trading Period from the start of the Effective Date to the end of the Year.
2.57G
In the event of a change in the Classification of a Generator Unit that is Distribution Connected, the relevant System Operator shall recalculate and provide the Market Operator with a revised set of Combined Loss Adjustment Factors for that Generator Unit for each Trading Period from the date at which the new Classification becomes effective to the end of the Year.
4.40
 In submitting data relating to any Generator Unit that is Distribution Connected  and for which the Distribution System Operator provides the Metered Generation data, the Distribution System Operator shall provide that all Meter Data values shall first have been scaled by the appropriate Distribution Loss Adjustment Factor.
4.41B
At least ten weeks before the start of each Year, each Distribution System Operator shall provide the relevant System Operator with a set of Distribution Loss Adjustment Factors for each Generator Unit that is Distribution Connected within its Jurisdiction, calculated in accordance with the statutory and Licence requirements pertaining within its Jurisdiction, for each Trading Period in the Year, and including the relevant supporting information to enable the System Operator to calculate the corresponding Combined Loss Adjustment Factors.
4.42
At least two months before the start of each Year each System Operator shall provide to the Market Operator in accordance with Appendix K “Market Data Transactions” the System Parameters Data Transaction which shall comprise a complete set of Combined Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) Connected within its Jurisdiction for each Trading Period in that Year.
4.42A
At least two months before the start of each Year each System Operator shall provide the Market Operator with a complete set of Transmission Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Connected within its Jurisdiction for each Trading Period in that Year in accordance with those prepared and submitted to the Regulatory Authorities under paragraph 4.41.
4.42B
At least two months before the start of each Year each System Operator shall provide the Market Operator with a complete set of Distribution Loss Adjustment Factors for each Generator Unit (other than Demand Side Units) that is Distribution Connected within its Jurisdiction for each Trading Period in that Year.
4.43
The Market Operator shall publish the approved Combined Loss Adjustment Factor value(s) within 5 Working Days of receipt of the System Parameters Data Transaction.
4.43A
The Market Operator shall publish the approved Distribution Loss Adjustment Factor value(s) and Transmission Loss Adjustment Factor value(s) within 5 Working Days of receipt of the Loss Adjustment Factors Data Transaction.
4.44A
The Combined Loss Adjustment Factor CLAFuh for each Generator Unit u in Trading Period h shall be calculated by the relevant System Operator as follows:

CLAFuh = round(TLAFuh x DLAFuh)

Where round(x) is a function that rounds x to 3 decimal places.
4.44B
The Combined Loss Adjustment Factor CLAFvh for each Supplier Unit v in Trading Period h shall be set equal to 1.
4.45
Within this Code, the term ‘Loss-Adjusted’ applied to any variable, or the inclusion of letters ‘LF’ at the end of any variable term denotes that a value is to be calculated at the Trading Boundary, through application of the relevant Combined Loss Adjustment Factor as set out in Section 4, Section 5 and Section 6 of this Code.

4.46
Except for Loss-Adjusted Capacity Payments Eligible Availability (CPEALFuh) which are calculated in accordance with paragraph 4.111, then any variable which relates to a Generator Unit u in a Trading Period h, where XXXuh is the variable before application of Transmission Losses and Distribution Losses, and XXXLFuh is the variable after application of Transmission Losses and Distribution Losses, shall be calculated as follows:


XXXLFuh = XXXuh x CLAFuh

Where

1.
CLAFuh is the Combined Loss Adjustment Factor for Generator Unit u in Trading Period h.

4.47
Except for Error Supplier Units, for which the Loss-Adjusted Net Demand (NDLFv’h) shall be calculated in accordance with paragraph 4.91, then any variable which relates to a Supplier Unit v in a Trading Period h, where XXXvh is the variable before application of Transmission Losses and Distribution Losses, and XXXLFvh is the variable after application of Transmission Losses and Distribution Losses, shall be calculated as follows:


XXXLFvh = XXXvh x CLAFvh

Where

1. CLAFvh is the Combined Loss Adjustment Factor for Supplier Unit v in Trading Period h.

4.55
Each System Operator shall submit to the Market Operator the Dispatch Instructions in respect of each Generator Unit which is Dispatchable and is registered within its Currency Zone, and may submit an associated Ramp Rate for each Dispatch Instruction.  Each System Operator shall submit this information to the Market Operator in accordance with Appendix K “Market Data Transactions”, based on Outturn Data, and the values submitted shall be net of Unit Load .

4.89
The Market Operator shall procure that, for each Netting Generator Unit u’, the Combined Loss Adjustment Factor (CLAFu’h) shall be calculated as follows:
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Where

1.
CLAFuh is the Combined Loss Adjustment Factor for Generator Unit u in Trading Period h;

2.
RCu is the Registered Capacity of Generator Unit u; 

3.
the summation 
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is over all Generator Units u (not including the Netting Generator Unit) in Trading Site s (to which the Netting Generator Unit is registered);

4.
the expression 
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 denotes the highest Combined Loss Adjustment Factor (CLAFuh) of each Generator Unit u in Trading Site s (excluding the Netting Generator Unit) in Trading Period h.

5.90
The Market Operator shall calculate the Constraint Payments in respect of each Interconnector Residual Capacity Unit u’ in each Trading Period h (CONPu’h) as follows:
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Where

1.
SIEPlh is the SO Interconnector Export Price for the relevant Interconnector l for Trading Period h

2.
SIEQlh is the SO Interconnector Export Quantity for the relevant Interconnector l for Trading Period h

3.
SIIPlh is the SO Interconnector Import Price for the relevant Interconnector l for Trading Period h

4.
SIIQlh is the SO Interconnector Import Quantity for the relevant Interconnector l for Trading Period h

5.
TPD is the Trading Period Duration

6.
CLAFu’h is the Combined Loss Adjustment Factor for Interconnector Residual Capacity Unit u’ in Trading Period h

5.157
The Market Operator shall set the Combined Loss Adjustment Factor (CLAFuh) for each Demand Side Unit to be equal to 1.

7.12
Until the date that is 12 months after the Market Start Date, paragraph 4.91 shall be replaced with:
“4.91
For each Error Supplier Unit v’, each of which is associated with a Jurisdiction e, the Loss-Adjusted Net Demand (NDLFv’h) shall be calculated as follows:


[image: image24.wmf]NIJIeh

MDLFvh

MGLFuh

h

NDLFv

e

in

v

e

in

u

+

-

=

å

å

'


Where

7. 
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 is the total Metered Generation, Loss-Adjusted, of all Generator Units u within Jurisdiction e excluding Netting Generator Units and Demand Side Units;

8. 
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 is the total Metered Demand, Loss-Adjusted, of all Supplier Units v within Jurisdiction e excluding the Error Supplier Unit;

9. NIJIeh is the Net Inter-Jurisdictional Import to Jurisdiction e in Trading Period h, expressed in MWh, without adjustment for Transmission Losses and Distribution Losses.”

Table E.2:

At least two Months before start of Year, or within five Working Days of its receipt from the Regulatory Authorities, whichever later

Transmission Loss Adjustment Factors

TLAF

uh for Generator Units, lh for Interconnector
At least two Months before start of Year, or within five Working Days of its receipt from the System Operator, whichever later

Distribution Loss Adjustment Factors

DLAF

uh for Generator Units, lh for Interconnector
At least two Months before start of Year, or within five Working Days of its receipt from the relevant System Operator, whichever later
Combined Loss Adjustment Factors

CLAF

uh for Generator Units, lh for Interconnector
G.14
The Market Operator shall issue a Settlement Statement for Energy Payments for each Interconnector Residual Capacity Unit, and shall ensure that each such Settlement Statement shall provide to Participants, when considered in conjunction with other supplementary reports made available to the Participant under the same timeframes and over the same Communication Channels, inter alia, for each relevant Interconnector Residual Capacity Unit u in each Trading Period h for the relevant Settlement Day in Billing Period b, values of:

1.
Total Payments for the Interconnector Residual Capacity Unit

2.
Energy Payments for the Interconnector Residual Capacity Unit 

3.
Constraint Payments for the Interconnector Residual Capacity Unit 

4.
Uninstructed Imbalance Payments for the Interconnector Residual Capacity Unit 

5.
SO Interconnector Export Price

6.
SO Interconnector Export Quantity

7.
SO Interconnector Import Price

8.
SO Interconnector Import Quantity

9.
Combined Loss Adjustment Factor

10.
Capacity Payment for Capacity Period

Table K.1 – System Parameters Data Transaction Data Records

Participant Name

Unit ID

Trading Day

Trading Period

Combined Loss Adjustment Factors, CLAFuh

K.7A
The Data Records for the Loss Adjustment Factors Data Transaction are described in Table K.1A, and the Submission Protocol in Table K.2A.
Table K.1A – Loss Adjustment Factors Data Transaction Data Records

Participant Name

Unit ID

Trading Day

Trading Period

Transmission Loss Adjustment Factors, TLAFuh

Distribution Loss Adjustment Factor, DLAFuh

Table K.2A – Loss Adjustment Factors Data Transaction Submission Protocol

Sender

System Operators
Recipient

Market Operator

Number of Data Transactions

One containing data for each Generator Unit that is not an Interconnector Unit or Demand Side Unit
First Submission time

As available

Last Submission time

At least two months prior to the start of each Year, or prior to the registration of a new Generator Unit
Permitted frequency of resubmission

Unlimited

Valid Communication Channels

Type 1 (manual), to be provided in electronic format
Process for data validation 

None

N.17.6

6.
No Combined Loss Adjustment Factors (CLAFs), Transmission Loss Adjustment Factors (TLAFs) or Distribution Loss Adjustment Factors (DLAFs) shall be considered or applied in determining the Unit Commitment Schedule.

N.18.7

7.
No Combined Loss Adjustment Factors (CLAFs), Transmission Loss Adjustment Factors (TLAFs) or Distribution Loss Adjustment Factors (DLAFs) shall be considered or applied in determining the Economic Dispatch.

N.19
Within the MSP Software, for each Price Maker Generator Unit u that is not Under Test (other than Pumped Storage Units) the MSP Production Cost in Trading Period h that is associated with a level of Output equal to any Market Schedule Quantity (denoted MSPC(MSQ)uh) shall be calculated as follows (noting that within the MSP Software, Transmission Losses and Distribution Losses are not taken into consideration):
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Where

1.
MSQuh is the Market Schedule Quantity for Generator Unit u in Trading Period h

2.
MOPuh is the Market Offer Price of Generator Unit u in Trading Period h

3.
MNLCuh is the Market No Load Cost for Generator Unit u in Trading Period h

4.
MSQCCuh is the Market Schedule Quantity Cost Correction for Generator Unit u in Trading Period h

5.
TPD is the Trading Period Duration

6.
MSUCuh is the Market Start Up Cost for Generator Unit u in Trading Period h

Glossary Definitions:

Annual Load Forecast

means the forecast of Demand to be met by Generator Units (other than Autonomous Generator Units that are not Wind Power Units) at the point where the Units are Connected (i.e. prior to the application of Combined Loss Adjustment Factors), but net of Unit Load for Generator Units, for each Trading Period in a Year.

Combined Loss Adjustment Factor or CLAF

means the factor for each Unit in each Trading Period, as calculated by the System Operators in accordance with 4.44A to adjust the Output or Demand of that Unit for the effect of Transmission Losses and Distribution Losses and as otherwise provided for in the Code.

Distribution Loss Adjustment Factor or DLAF

means the factor for each Unit in each Trading Period to adjust the Output or Demand of that Unit for the effect of Distribution Losses and as otherwise provided for in the Code.

Four Day Load Forecast

means the forecast of Demand to be met by Generator Units (other than Autonomous Generator Units that are not Wind Power Units) at the point where the Units are Connected (i.e. prior to the application of Combined Loss Adjustment Factors), but net of Unit Load for Generator Units, for each Trading Period in the next four Trading Days.

Loss-Adjusted 

means, when applied to any variable, or the inclusion of letters ‘LF’ at the end of any variable term, that a value is to be calculated at the Trading Boundary, through the application of the relevant Combined Loss Adjustment Factors in accordance with this Code.

Loss Adjustment Factors Data

means data consisting of Transmission Loss Adjustment Factors and Distribution Loss Adjustment Factors for each Generator Unit in each Trading Period.

Market Schedule Quantity

means the quantity of Output for each Generator Unit in each Trading Period, prior to adjustment for Transmission Losses or Distribution Losses, as calculated by the MSP Software or otherwise in accordance with Section 4, Section 5 and Appendix N: “Operation of the MSP Software”, and which is the basis for its Energy Payments as set out in paragraph 4.93.

Monthly Load Forecast

means the forecast of Demand to be met by Generator Units (other than Autonomous Generator Units that are not Wind Power Units) at the point where the Units are Connected (i.e. prior to the application of Combined Loss Adjustment Factors), but net of Unit Load for Generator Units, for each Trading Period in the next Month.

System Parameters Data

means data consisting of Combined Loss Adjustment Factors for each Generator Unit in each Trading Period.

Trading Boundary

means a notional boundary between all points on the Transmission System and all points on the Distribution System.  The Trading Boundary is the notional balancing point for generation and supply and is the point of sale for trading in the SEM at which the title for all products and services settled through the trading arrangements set out in the Code transfers. All volumes traded or settled at the Trading Boundary are adjusted to reflect Transmission Losses and (where applicable) Distribution Losses.  For the avoidance of doubt, for all Supplier Units or Generator Units that are Distribution Connected, the Trading Boundary is not the specific boundary between the Transmission System and Distribution System for that Unit and so appropriate Combined Loss Adjustment Factors also apply to volumes associated with these Units in order to ensure that they are appropriately adjusted for Transmission Losses and Distribution Losses incurred as electricity is transported to (or from) the Trading Boundary from (or to) the relevant boundary of the Transmission System and the Distribution System for that Unit and then from (or to) the point of connection of that Unit.

Transmission Loss Adjustment Factor or TLAF

means the factor for each Unit in each Trading Period to adjust the Output or Demand of that Unit for the effect of Transmission Losses and as otherwise provided for in the Code, determined in accordance with paragraph 4.42A.

LIST OF VARIABLES, APPLICABLE SUBSCRIPTS AND UNITS:

Combined Loss Adjustment Factor

CLAF

uh, vh

Factor

Combined Loss Adjustment Factor applicable to Generator Unit u or Supplier Unit v as appropriate in Trading Period h

Distribution Loss Adjustment Factor

DLAF

uh, vh

Factor

Distribution Loss Adjustment Factor applicable to Generator Unit u or Supplier Unit v as appropriate in Trading Period h

Loss Factor Adjustment

XXXLF

N/A

N/A

These letters, appended to any variable name XXX, indicate that the variable has been adjusted for ex ante Transmission Losses and Distribution Losses, so that the quantity is measured at the Trading Boundary

Agreed Procedure 1:

23

System Operators, Interconnector Administrators, and/or Meter Data Providers confirm Registration Data and a feasible Effective Date.  If it is a Generator Unit, System Operator provides DLAFs, TLAFs and CLAFs for Effective Date onwards.  

If the Party or Applicant’s data is incorrect, or an Effective Date is not possible within 20 Working Days, System Operators, Interconnector Administrators, and/or Meter Data Providers respond to Market Operator with issue.  

See Appendix 3 for Meter Data Providers.  

Within 20 Working Days of receipt of eligibility requirements information

Fax./ Email

Type 3 Channel for TLAFs

System Operator / Interconnector Administrator / Meter Data Provider (see Section 3.2.4)

Market Operator

Agreed Procedure 6, Appendix 1
Combined Loss Adjustment Factor

As defined in the Code

Transmission Loss Adjustment Factor
As defined in the Code

Distribution Loss Adjustment Factor

As defined in the Code

Agreed Procedure 6, Data Publications (additional publications)
Combined Loss Adjustment Factors

B

As defined in the Code

uh

Y

Public Data

Distribution Loss Adjustment Factors

B
As defined in the Code
uh
Y
Public Data


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

	The Trading and Settlement Code (“TSC”) requires the enduring Clause 4.40 to be implemented by 1st November 2008. 

The System Operators have raised a number of issues (with the Regulatory Authorities and SEMO) in respect of the provisions of the Code (including clause 4.40) in relation to the current application of Distribution Loss Adjustment Factors (DLAFs).  As a result of various discussions, the Regulatory Authorities have acknowledged that the System Operators will not be able to meet the provisions of the Code as currently drafted.  As a result, the System Operators have raised a Modification to extend the current provisions of the Code and to adjust the Code to ensure that Participants are able to be compliant, whilst further work is carried out to assess how DLAFs should be applied.

This Modification is the result of that further work, which considered a range of options for the enduring application of DLAFs.  These are shown in the diagram below and have been discussed extensively with the Regulatory Authorities and through consultation with all interested Parties at a Market Operator Special Topic (MOST) meeting and via a published options paper:
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(status quo)
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Maintain existing arrangements and clarify treatment in the Code.

Re-design the MSP Software so that it optimises MSQsusing 

Output-related items that change per Trading Period (e.g. Ramp Rates).

Use adjusted Loss Factors (TLAF*DLAF) for all Generator Units, hence

Non Price Effecting metering needs to change from net to gross losses.

OPTION 2A (DLAF per Trading Period, used in MSP/Settlement)

OPTION 2B (DLAF per Trading Day, used in MSP/Settlement)

OPTION 3A (Adjusted LAFsin Settlement for NPEG & PEG)

OPTION 3B (Adjusted LAFsin Settlement for PEG) 

Re-design the MSP Software so that it adjusts data items for the whole 

Optimisation Time Horizon prior to optimisation (hence MSQswill be 

based on loss-adjusted inputs).

Use adjusted Loss Factors (TLAF*DLAF) for Price Effecting 

Generator Units only, requiring no change for existing NPEG metering.

OPTION 1 (DLAF for NPEG Metered Generation submitted only)

Require SOs/Participants/MDPsto adjust values pre-submission.  This 

will require SOsto change dispatch processes to be loss-adjusted.

OPTION 4 (Adjust all Output data pre-submission)

OPTION 3C (Separate TLAFsand DLAFsfor all Units)

Apply TLAFsand DLAFsin all relevant Settlement calculations, with 

DLAF data submitted by TSO via new interface.


The outcome of the consultation process was a consensus that Option 3B should be progressed, along with the establishment of a Modifications Committee Working Group to discuss the wider treatment of losses (both transmission and distribution) in the SEM.  

Option 3B will be consistent with the current treatment of Transmission Loss Adjustment Factors (i.e. application only in settlement calculations and not in the MSP Software) and will deliver the following changes:

· Implementation of Combined Loss Adjustment Factors for Generator Units and Supplier Units, which will be calculated as TLAF*DLAF for most Generator Units and will be set to 1 for other Units, as defined in the Code.

· Calculation of CLAF for Non Price Effecting Generator Units (i.e. Autonomous) will not take account of Distribution Loss Adjustment Factors (i.e. CLAF=TLAF).

· Publication of DLAFs, TLAFs and CLAFs.

Option 3B is preferred as it delivers equitable treatment for all Generator Units, whilst minimising systems changes for Parties and the Central Market Systems.  As a result, it is expected that the necessary changes can be delivered in late 2008/early 2009.

Code Objectives

This Modification proposes the changes necessary to the Code and Agreed Procedures, which aim to further Objectives 2 (“efficient, economic and coordinated operation”), 5 (“transparency”) and 6 (“ensure no undue discrimination”) of the Code.

Urgency

The System Operator proposes that that this Modification is urgent as it:

1. Addresses the lack of clarity in application of DLAF’s,  

2. Modifies the current inequitable practise around application of DLAFs, soon as possible, for the benefit of the Market, and 

3. Enables the planning and implementation of enduring solution by early 2009

	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


	If the Modification is not implemented, the existing provisions of the Code will prevail.  This will mean that Price Effecting and Non Price Effecting Distribution Connected Generator Units will be treated differently and will therefore not receive the correct Loss Adjusted payments.  This would not facilitate equitable treatment for all Participants.

In addition, the existing provisions of the Code are contradictory and cannot be implemented as drafted.  As a result, various Parties (e.g. System Operators, Participants) will not be able to be compliant with the Code from 1 November 2008.

Modification Urgency

Should the existing provisions remain in force, the current unclear and inequitable treatment would persist and this would (in terms of paragraph 2.208 of the Code) ‘unduly interfere with, disrupt or threaten the operation of the Single Electricity Market’. 



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


Appendix 3 – Working Group Report
No Working Group was established to address the issues raised in this Modification.

Appendix 4 - Impact Assessments

Impact Assessment Prepared by SO’s

	New Activity
	Indicative Cost/Effort
	Delivery Timescale

	Distribution System Operators

	Submit DLAFs to System Operators (Annual).
	MRSO - No additional cost

NIE T&D – No additional cost
	MRSO – As required [1]

NIE T&D – As required

	Submit DLAFs to System Operators (for new Generator Units).
	MRSO - No additional cost

NIE T&D – No additional cost
	MRSO – As required [1]

NIE T&D – As required

	System Operators

	Submit DLAFs to Market Operator for publication (Annual).
	SONI, EIRGRID - 2 man days
	SONI, EIRGRID – As required

	Submit DLAFs to Market Operator for publication (new Units).
	SONI – no additional impact
	SONI, EIRGRID – As required

	Calculate CLAFs (for newly registered Generator Units).
	SONI, EIRGRID – 1 man day per Unit
	SONI, EIRGRID – 1 Jan 2009

	Calculate CLAFs (for Annual Submission).
	SONI, EIRGRID – 50 man days initially (systems changes), 10 man days per year
	SONI, EIRGRID – 1 Jan 2009

	Submit CLAFs to SEMO for Settlement/publication (new Units).
	SONI, EIRGRID – 1 man day per new Unit
	SONI, EIRGRID – 1 Jan 2009 [2]

	Submit CLAFs to SEMO for Settlement/publication (Annual).
	SONI, EIRGRID – 2 man days per year
	SONI, EIRGRID – 1 Jan 2009 [2]

	Market Operator

	Publish DLAFs (new Generator Units).
	No additional impact (one activity to upload)
	As required

	Publish DLAFs (Annual Submission).
	No additional impact (one activity to upload)
	As required

	Publish CLAFs (new Generator Units).
	No additional impact (one activity to upload)
	As required

	Publish CLAFs (Annual Submission).
	No additional impact (one activity to upload)
	As required


· Initial Impact Assessment with System Operators, Distribution System Operators and SEMO suggests that this Modification could be delivered by 1 January 2009 
· In order to design, build, test and implement the necessary changes, EirGrid have estimated a cost of Euro 25,200 and SONI have estimated a cost of Euro 20,475 (£15,750).
Impact Assessment Prepared by NIE T&D

Note comment from Denis Kelly ‘Essentially there is no impact, as our DLAFs are based on three connection voltages and are not presently specified for individual customers or generators’
	New Activity
	Indicative Cost

(please indicate € or £)
	Delivery Timescale

(please indicate an expected date for implementation)


	Distribution System Operators

	Submit DLAFs to System Operators (Annual for all Generator Units for following Year).
	N/A
	Published Annually each Sept/Oct in DUoS approved Statement of Charges.

	Submit DLAFs to System Operators (for newly registered Generator Units).
	N/A
	DLAFs are connection voltage rather than generator specific. Therefore published values can be applied

	System Operators

	Submit DLAFs to Market Operator for publication (Annual for all Generator Units for following Year).
	
	

	Submit DLAFs to Market Operator for publication (newly registered Generator Units).
	
	

	Calculate CLAFs (for newly registered Generator Units)

(including DLAF=1 for Units requiring no DLAF adjustment, e.g. Transmission Connected and for Non Price Effecting Distribution Connected Units).
	
	

	Calculate CLAFs (for Annual Submission).
(including DLAF=1 for Units requiring no DLAF adjustment, e.g. Transmission Connected and for Non Price Effecting Distribution Connected Units).
	
	

	Submit CLAFs to Market Operator for Settlement and publication (newly registered Generator Units).
	
	

	Submit CLAFs to Market Operator for Settlement and publication (Annual for all Generator Units for following Year).
	
	

	Market Operator

	Publish DLAFs (new Generator Units).

	
	

	Publish DLAFs (Annual Submission).

	
	

	Publish CLAFs (new Generator Units).

	
	

	Publish CLAFs (Annual Submission).

	
	


Appendix 5 - Consultation Responses 
A Consultation was conducted with all interested Parties at a Market Operator Special Topic (MOST) meeting and via a published options paper for Application of Distribution Loss Factors paper: The following two written responses were received from interested Parties during the course of this process.
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N 29" August 2008
E Hare Sinead [mailo:Sinead.O'Hare @nieeneray.co.uk]
‘Sent: 29 August 2008 17:53 Feedback on DLAF's Options.
- o: Gill Naan
Cc: Foreman Roy; Luney Tan
N ‘Subject: Options for the App;ication of DLAFs DearLiam,
- Gil,
£5B Customer Supply (ESBCS) is pleased fo have this opportuny o respond o the
B the following are  few comments from NIEenergy PP vecuest for feedback on the paper ragarcing Optionsfor the Appicaton of
Disrbuton Loss Adjustment Factors.
~ Why i an oplion 5 where the System Operators apply the relevant DLAF o the metered generaton of distribution connected Price Effecting Generators not considered?
- A working group should be set up to consider the wider implcations of changing the method of appling DLAFs, for example the impact on the Supplier Error Unit We are in agreement with the recommendations specified in the paper regarding the
progression of Option 38 by late 2008 or early 2009 and look forward to participating
- regards ‘with the industry working group, when established, to examine the treatment of all
B losses and development ofproposals or ffure change it appropriate.
N Scnead Yours sincerely,
1 ¢ ey e
- 1'[ Regulatory Affairs,
ESB Customer Supply.
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Consultation Response 2: NIE Energy
The following option was not progressed as it would present operational and procedural changes that could not be delivered quickly, to allow Participant settlement to (where appropriate) to account for Distribution Loss Adjustment Factors.
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You forwarded this message on 27/10/2008 09:47.

From: Jonathan Jennings @€irard.com Sent:  Mon 01/09/2008 08:46
Tor Jonathan @meadean.com

e

Subject: _FW: Options for the Appication of DLAFs
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From: O'Hare Sinead [mailto:Sinead.0'Hare@nieenergy.co.uk]
Sent: 29 August 2008 17:53

To: Gill Nolan

Cc: Foreman Roy; Luney Tan

‘Subject: Options for the Appjication of DLAFs

Gill,

the following are a few comments from NIEenergy PPB
Why is an option 5 where the System Operators apply the relevant DLAF to the metered generation of distribution connected Price Effecting Generators not considered?
A working group should be set up to consider the wider implcations of changing the method of appling DLAF', for example the impact on the Supplier Error Uit

regards

Scuead
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� Note comment from Denis Kelly Essentially there is no impact, as our DLAFs are based on three connection voltages and are not presently specified for individual customers or generators.
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