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	MODIFICATION PROPOSAL FORM

	

	MODIFICATION PROPOSAL - SUBMISSION FORM

	

	

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

	Simon Street for

Hugh Mullany, on behalf of the SIMDRACS Project closure
	09-Jan-08
	Standard
	MOD_01_08

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

	Name: Hugh Mullany / Simon Street
	Telephone number: 01 4000800 / +447885059630

	
	

	Address: c/o Commission for Energy Regulation, The Exchange, Belgard Square North, Tallaght, Dublin 24

	e-mail address: hugh@mullanyengineering.com / simon.street@kema.com 

	

	Modification Proposal Title;
	Consumption Adjustments handling long term meter data errors

	
	

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

	Agreed Procedure 13, Section 6

	

	

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

	

	

	This modification proposal is an enhancement of the withdrawn proposal Mod_90_07.

This Modification Proposal seeks to put in place a mechanism by which long term errors in meter data may be resolved without the administrative burden of undertaking substantial quantities of Resettlement runs.  The process by which this is proposed to be achieved is to devise a new form of “Consumption Adjustment Query” (which it is proposed can be raised up to 7 years after the first erroneous Settlement Period) and, in respect of valid queries an “Outside Settlement Determination” process by which the financial effect of such errors can be settled.  This process relates only to meter data errors so that the effect of any such error will normally impact only two Participants.  Those two Participants will be: firstly the one whose meter data is in error and secondly the Registrant of the relevant Error Supplier Unit, whose meter volumes will also be in error.  This would be the case for errors either in demand or generation meter readings.  Such a discrepancy would also affect two separate Participants in respect of their Supplier Units in the case where the meter data error was the allocation of meter readings to the wrong Supplier Unit.  Such errors would have financial effects though Trading Charges (SMP and Imperfections), Capacity Charges and Variable Market Operator Charges, where the energy volumes applied would need to be corrected.

The initial legal drafting below is based upon the assumption that such errors are treated in effect as a debt between the two Participants concerned but administered and paid through the Market Operator making use of separate Bank accounts for these purposes.  The reason for this approach is that the Code contains trust arrangements in relation to the SEM Trading and Capacity Clearing Accounts which should not be put at risk by these “Outside Settlement” processes.  If new bank accounts were not to be used, it would be necessary to make further changes to the Section 6 drafting on trusts to maintain the robustness of the contract.  The proposal also augments Agreed Procedure 13 to handle long-term queries in meter data (consumption adjustments) that may span several months/years.
The Modifications Committee might like to consider the following options in relation to this proposal:

(a) propose rejecting the proposal and accept that any long term meter data errors would require to be corrected through the existing Query and Resettlement processes; or
(b) develop a proposed modification, using the drafting below as a starting point, noting that errors in generation meter readings will not accurately settled in relation to Imperfections or Capacity; that the proposal allows for the raising of Consumption Adjustment Queries up to 7 years after the event and that the proposal extends normal payment periods; or
(c) develop the proposed modification removing the requirement for Outside Settlement Clearing Accounts and developing additional drafting to preserve the robustness of the Trust arrangements in the Code;

In either of (b) or (c) it will also be necessary to review the alignment of the provisions of the Code drafting and the proposed drafting changes for Agreed Procedures 13 and 15. 
Alterations to Section 6

[to require the Market Operator to set up the new bank accounts]
New paragraph 6.17A:

6.17A The Market Operator shall establish and operate in accordance with the Code:

1. a euro SEM Outside Settlement Clearing Account at a branch of the SEM Bank in Ireland; and

2. a pounds sterling SEM Outside Settlement Clearing Account at a branch of the SEM Bank in Northern Ireland
to and from which all Outside Settlement Determination Payments calculated in accordance with the Code are to be made.

Each SEM Outside Settlement Clearing Account will be an interest bearing account.
[to require additions to the Settlement Calendar]
6.47 add a new section under sub-paragraph 2. :   

       i   the timetabled Outside Settlement Determination runs.
[to exclude Outside Settlement Determinations from the payment provisions]
6.50 Payment except in relation to Outside Settlement Determinations, which are set out in paragraphs 6.102A to 6.102J, shall be in accordance with the following:
[After paragraph 6.102]
Consumption Adjustment Queries

6.102A  A Party may raise a Consumption Adjustment Query in respect of errors in Meter Data which have affected more than one Settlement Statement, Invoice or Self Billing Invoice in accordance with Agreed Procedure 13 “Query Generation”. A Consumption Adjustment Query may be raised up to 7 years after the earliest of the Settlement Days affected.    
6.102B  If a Meter Data error has been evaluated under a Consumption Adjustment Query, and the change to the Meter Data is of High Materiality, and the cash flow impact on the Participant in question exceeds the relevant threshold set out in Agreed Procedure 13 “Query Generation”, and the percentage error in the Meter Data calculated over the duration of the error exceeds the relevant threshold set out in Agreed Procedure 13 “Query Generation”, the Market Operator shall procure that either relevant Settlement Reruns or an Outside Settlement Determination shall be performed. [note that it is not specified what happens if these criteria are not met]
6.102C  An Outside Settlement Determination will be performed by the Market Operator under paragraph 6.102B if the Meter Data Provider guarantees that the correction to the relevant Meter Data will not form part of any future timetabled or ad hoc Settlement Rerun, or if the Meter Data in question relates to Trading Periods already processed through the Resettlement within the 13th month of the Trading Period in question.  Otherwise, the Meter Data Provider shall correct the Meter Data accordingly and the Market Operator shall perform the necessary  Settlement Reruns.

6.102D  Where the Market Operator is required to perform a Settlement Rerun as a result of a Consumption Adjustment Query, the Market Operator shall utilise a Timetabled Settlement Rerun where possible.

6.102E  The Market Operator shall perform an Outside Settlement Determination no more often than once every quarter within a year.

6.102F  In relation to each Outside Settlement Determination the Market Operator shall identify the two affected Participants in respects of each Consumption Adjustment Query included in the Outside Settlement Determination and shall calculate the debt owing between those Participants as set out in paragraph 6.102G.  Outside Settlement Determinations shall be treated as debts owing between the two Participants affected by the relevant Consumption Adjustment Query and shall not be included in the Code trust arrangements.   Outside Settlement Determinations shall not affect any calculations of Required Credit Cover, of Billing Period Currency Charge or of Capacity Period Currency Charge.
6.102G  The Market Operator shall calculate the Outside Settlement Determination Payment in respect of each Consumption Adjustment Query for both of the relevant Participants (p) as shown below:
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Where:
           1.   EVLFh is the loss adjusted error volume in Trading Period h provided by the Meter Data Provider, and adjusted by the relevant TLAF by the Market Operator;

           2.   SMPh is the SMP in Trading Period h;
           3.   IMPy is the Imperfections Price for Year y;

           4.   IMPFh is the Imperfections Charge Factor for Trading Period h
           5.   VMOPy is the Variable Market Operator Charge for year y where EVLF refers to a Supplier Unit volume and zero otherwise;

           6.    CPDPh is the Capacity Payment Demand Price for Supplier Units in Trading Period h;

           7.    
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 is the summation over all Years within the Consumption Adjustment Query period Q; and
           8.    
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 is the summation over all Trading Periods h in the Consumption Adjustment Query  period Q in Year y.  
6.102H  The Market Operator shall issue an Invoice to the relevant Participant for the Outside Settlement Determination Payment in respect of each calculated Consumption Adjustment Query and shall issue a Self Billing Invoice to the other affected Participant in respect of that Consumption Adjustment Query.  Such Invoices and Self Billing Invoices shall include interest calculated in accordance with Agreed Procedure 15 “Invoicing” and appropriate VAT.  The Participant receiving such an Invoice shall pay the invoiced amount in full without deduction, set-off or counterclaim (except as otherwise expressly provided for in the Code) by paying the amount due into the relevant SEM Outside Settlement Clearing Account by the 20th Working Day after receipt of the Invoice.  The Market Operator shall pay the other affected Participant the amount set out in the Self Billing Invoice by the 5th Working Day after the receipt of the payment of the relevant Invoice.  Any excess or shortfall in the SEM Outside Settlement Clearing Accounts shall be considered to be part of the Balancing Cost.  [note the extended payment periods] 
6.102I  The Market Operator shall never procure the recalculation of SMP, Market Schedule Quantities, or the Ex-Post Loss of Load Probability Φ arising from the outcome of a Consumption Adjustment Query.
6.102J  Each Participant may submit a level of cash flow impact to the Market Operator in accordance with Agreed Procedure 13 “Query Generation”.
Alterations to Appendix D
D.13   Agreed Procedure 13 "Query Generation" sets out the detailed obligations of the Market Operator and Parties in relation to the raising, consideration and resolution of, and response to, Data Queries, Settlement Queries and Consumption Adjustment Queries, and the matters set out in paragraphs 6.76, 6.78, 6.81, 6.82, 6.84, 6.92, 6.94, 6.96, 6.102, 6.102A, 6.102B, 6.102C, 6.102D, 6.102E, 6.102F,6.102G, 6.102H, 6.102I, 6.115, 6.116. 

Alterations to Appendix G
G.2      The Settlement Data Transactions comprise the Data Records that the Market Operator shall be obliged to include in the following Settlement Statements, Invoices, Self Billing Invoices and Notices:

1. Generator Unit Energy Settlement Statements excluding Interconnector Residual Capacity Units
2. Supplier Unit Energy Settlement Statements

3. Generator Unit Capacity Settlement Statements

4. Supplier Unit Capacity Settlement Statements

5. Market Operator Charge Invoices

6. Participant Invoices, Participant Self Billing Invoices and Debit Notes

7. Participant ad-hoc Invoices and Participant ad-hoc Self Billing Invoices arising from an Outside Settlement Determination.

G.22A  The Market Operator shall raise Invoices and Self Billing Invoices arising from an Outside Settlement Determination in relation to Trading Charges and Payments, Capacity Charges and Payments, and Variable Market Operator Charges, containing inter alia:
8. Range of Trading Periods for which the Outside Settlement Determination applies
9. The half-hourly adjustments to Meter Data arising from the Consumption Adjustment Query
10. Changes to either Trading Payments and Charges, Capacity Payments and Charges, or Variable Market Operator Charges as appropriate
11. Any applicable interest

12. Applicable VAT 
Alterations to Glossary

Consumption Adjustment Query

means a query on Metered Data relating to a long-term error that affects more than one Invoice or Settlement Statement, the Meter Data being queried affected by an underlying related cause.  Such a query will affect only two Participants: the one for which the Metered Data was in error and the Registrant of the relevant Error Supplier Unit or, where the error is the wrong allocation of Metered Data by a Meter Data Provider, the Participant to which the data was wrongly allocated and the Participant to which the data ought to have been allocated.  
Outside Settlement Determination

means a process for the resolution of one or more Consumption Adjustment Queries outside the normal settlement processes, such that the calculated Invoice values will exactly balance with the Self Billing Invoice values (including interest but excluding VAT).  The determination process will calculate the overall error on an approximate basis as set out in paragraph 6.102G and the Market Operator will submit Invoices and Self Billing Invoices in respect of Energy Payments and Charges, Capacity Payments and Charges and Variable Market Operator Charges as appropriate to the relevant Participants. The process will utilise data provided by a Meter Data Provider outside of the standard processes described in Agreed Procedure 16 “Meter Data Provision” for the purposes of correcting longer-term errors in Meter Data.
Alterations to Agreed Procedure 13:

The changes to AP13 are included in a track changes attachment to this modification: 
Alterations to Agreed Procedure 15 (with required changes to renumbering of other sections, the Section below to be included after the existing Section 3.2):
3.3 Invoices and Self-Billing Invoices arising from Outside Settlement Determinations
The Market Operator shall issue all Invoices and Self-Billing Invoices arising from an Outside Settlement Determination via a Type 1 Channel only (registered overnight post and fax, supported by email).  A Participant that receives an Invoice arising from an Outside Settlement Determination shall have 20 Working Days to pay the Market Operator.  The Participant that receives the Self-Billing Invoice arising from an Outside Settlement Determination shall receive payment 5 Working Days after the Market Operator receives payment for the related Invoice.  Non-payment of Invoices arising from an Outside Settlement Determination shall be handled directly via the Dispute Process under Agreed Procedure 14 “Disputes”.
The Outside Settlement Determination shall require one Invoices and one Self-Billing Invoices to be submitted to the relevant Participants in respect of each settled Consumption Adjustment Query.  These Invoices and Self-Billing Invoices include the impact of the Consumption Adjustment Query on Trading Payments and Charges (comprising the first Invoice or Self-Billing Invoice), Capacity Payments and Charges (comprising the second Invoice or Self-Billing Invoice), and Market Operator Charges (comprising the third Invoice or Self-Billing Invoice), including in each case applicable interest, and applicable VAT.

Glossary

Outside Settlement Determination                  As defined in the Code
Alterations within Version 2 of this Modification, and response to comments:

Note that the text in the proposed paragraph 6.102A has been substantially altered to identify those that can raise a Consumption Adjustment Query, and to remove the passive voice.

Comments Received

YYY recommend the following amendments to the proposed changes to AP 13 Query Generation:

· YYY recommend that the term Consumption Adjustment is a new concept and as such must be qualified within the trading and settlement code to avoid any potential ambiguity around its current and future application.

Response:  The Glossary definition of Consumption Adjustment Query, and the Outside Settlement Determination are defined within the Trading & Settlement Code, and therefore is considered to covers its application. 

· As such YYY would recommend that a qualification be made within AP 13 (Section 2.3.1 pg 11) where it clearly states that raising a consumption adjustment query does not impact on the ability of any participant to raise a data query on the data in question.

Alteration:  2.3.1 has been altered to state the relationship of the of the Consumption Adjustment query to the Settlement Query.
· SEM has discussed and requested that the option of doing manual reruns be incorporated into the modification (for example at present in 2.3.3 it states that the MO is to use the next timetabled Settlement Rerun or shall procure an additional Settlement Rerun).

Alteration:  The Market Operator is to use the next Timetabled Settlement Rerun or procure an extra Settlement Rerun where the Meter Data Provider is updating the data.  This is necessary, particularly within the 13-month window, as if the Meter Data Provider updates the data, this will always be reincorporated into a further settlement.  Flexibility is added to the process, however, if an error is found post 13-months and the Meter Data Provider cannot guarantee that this will not be updated in Meter Data, that the Market Operator may utilise an Outside Settlement Determination.  With this flexibility, the Market Operator needs to be cognisant of the later possibility that a later Settlement Query or Dispute causes the market to be resettled in its entirety, and the outcome of the Consumption Adjustment Process being double counted.  The Procedure has a statement that this needs to be monitored by the Market Operator.
· No detail is provided in the modification of how settlement reruns will be treated after an outside settlement determination has occurred: Is a line item included on the invoice/settlement rerun statement? 

Response:  The definition of the Outside Settlement Determination has been altered to require it to be a separate ad-hoc invoice only, produced outside of central market systems.  AP13 has been adjusted where appropriate to reflect this change.
· Will this apply to energy only? Assume would also apply to capacity charges, imperfections charges and VMOC.
Alterations:  Please note the text included within the main body of the Code and to section 2.3.4 which details that the Outside Settlement Determination includes changes to Trading Payments and Charges, Capacity Payments and Charges, and Variable Market Operator Cost only.

· What about currency costs and interest? Also credit cover calculations?  Specific text would be required in the modification to carve them out of this process
Alterations:  Please note the text included within the main body of the Code and to section 2.3.4 which carves out impact of Outside Settlement Determinations on Credit Cover calculations, currency cost calculations, (and for completeness) SMP calculations, MSQ calculations, Ex-Post Loss of Load Probabilities.
· Modification text needs to state that normal communication channels through MPI would not be used in the event of Outside Settlement Determination and it would need to be carved out of Appendix G2 for example. 
Comment and Alteration:  Appendix G details the transfer of the Invoices, which defers to Agreed Procedure 15 “Invoicing”.  Invoices and Self-Billing Invoices arising from an Outside Settlement Determination have been added to G.2.  The changes to Agreed Procedure 15 required an entire new section to be added to Agreed Procedure 15.  This has been added in text descriptive format, giving timelines for the payment of such Invoices.  Please see the added text above for Agreed Procedure 15.  Note that further detail has been given through the Code in general and specifically AP15 and Appendix G noting that Outside Settlement Determinations require more than one Invoice for the different charges and payments that are affected by the Consumption Adjustment Query.
· There are several typos in the modification, and I have noted a few briefly below that I had marked in the text: 

· Step 31, last line should refer to step 34, not 3. 

· Appendix 4, third line should read “This is” not “Theis is” 

· Equation for CFI in Appendix 4, term on LH side of equals sign should be CFI I think. 
Comment and Alteration:  Thank you for these comments.  Corrections have been made.


	

	

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

	

	

	This Modification Proposal furthers 1.3.2 of the Code Objectives, i.e. “to facilitate the efficient, economic and coordinated operation, administration and development of the Single Electricity Market in a financially secure manner”.  The key terms are underlined.

If a meter data error spans several months or years arising from illegal abstraction, meter error, or data error, this will require a Settlement Query on all Settlement Statements under Agreed Procedure 13, and the reaggregation and resubmission of data from a Meter Data Provider for all such days under Agreed Procedure 16.

This Modification proposes a method, following on industry consultation (AIP-SEM-07-428), of managing such errors without recourse to the administrative burden of resettling the entire market.
This modification makes one alteration to the previous decision in that the cash flow impact is now calculated on a weekly basis.

The decision does not overrule the vires of the Modification Committee – i.e. improvements, changes, and non-recommendation of this modification is entirely at the Modification Committee’s discretion.



	

	

	

	

	Implication of not implementing the Modification

	The implication of not implementing this Modification Proposal is that the administrative overhead in correcting a long term error discovered in metered data will prohibit its resettlement, not allowing the efficient and appropriate correction of such data.


	

	

	

	

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

	


Notes on completing Modification Proposal Form:

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

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

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

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

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

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

In consideration for the right to submit, and have the Modification Proposal assessed in accordance with the terms of Sections xx of the Code, which I have read and understand, I agree as follows:

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

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

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

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

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

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

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

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

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