CER & NIAUR
                                              
 SEM Agreed Procedure 12 – Last Updated: 20 December 2007

Modifications Committee Operation


	MODIFICATION PROPOSAL FORM

	

	MODIFICATION PROPOSAL - SUBMISSION FORM

	

	

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

	Hugh Mullany, on behalf of the SIMDRACS Project closure
	
	Standard
	Mod_91_07 version 2

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

	Name: Hugh Mullany
	Telephone number: 01 4000800

	
	

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

	e-mail address: hugh@mullanyengineering.com

	

	Modification Proposal Title;
	Supplier of Last Resort process change

	
	

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

	Agreed Procedure 1

	

	

	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 seeks to alter Agreed Procedure 1 so that the process for Supplier of Last Resort is aligned with the outcomes and concepts contained within the decision paper AIP/SEM/07/460 (which went into detail on the meaning and utilisation of the Supplier Suspension Delay Period in the Suspension process in the SEM), discussion with both NIE T&D and ESB Networks on what was technically possible for the transfer of customers of the supplier of last resort process, and CER/07/171 which enshrined those capabilities in an alteration to the existing decision CER/06/006 for Ireland.
The resulting modification to AP1 hinges on the following principle:  the on the effective date of transfer of customers from the defaulted supplier to the Supplier of Last Resort in the retail market, the defaulted Supplier “disappears” from Settlement.  In Ireland, this effective date can come into force with the issue of the regulatory SoLR direction (i.e. when the transfer of customers can become effective); the change of supply is managed over the following days retrospectively back to the date of the SoLR direction.  In Northern Ireland, this effective date only comes into effect after preparatory work is done after the issue of the regulatory SoLR direction.  Therefore, there will be a delay between the regulatory SoLR direction, and the removal of the supplier from the wholesale market.

By parameterising the “effective date of transfer” the wholesale process is robust to both jurisdictions’ retail individuality.  The existing text has prescriptive timelines based on incorrect assumptions; these incorrect assumptions were brought to light as a result of the discussions in AIP/SEM/07/460.

Alterations to Agreed Procedure 1:

The changes to AP1 are included in a track changes document which form an attachment to this modification entitled Mod_91_07_Att1.  Editable swimlanes are available in another attachment to this modification entitled Mod_91_07_Att2.


	

	

	 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.

Currently, the existing Agreed Procedure 1 erroneously assumes a fixed timeline, limited by the Supplier Suspension Delay Period, during which after the issue of a Suspension Order, the relevant Supplier will either have rectified the issue to which the Suspension Order relates, or be suspended.  The process as currently described incorrectly interprets the Code.  Under the Code, it is possible that a Suspension Order may be issued, and that Order remains in effect past the end of the Supplier Suspension Delay Period.  The process in AP1 does not reflect this possibility.  The existing process in AP1 also hard codes a “10 day” Supplier Suspension Delay period, and an incorrect 5 day timeframe for regulatory decision making on the basis of the Suspension Order, and a further 5 days (inaccurate for both retail markets) for the effective date of the transfer of customers to occur.
This proposal brings Agreed Procedure 1 in line with the Code.

Alterations within Version 2 of the Code, and response to comments:

XXX recommend the following amendments to the proposed changes to AP 1 Participant Registration:

· On the last line of paragraph 3 in Section  3.4.1. it should read 

“After that date, data relating to the Suspended Supplier’s Supplier Units should no longer be sent to the Market Operator, and the SoLR Supplier Unit and any additional Supplier Units registered by the Supplier of Last Resort will be sent to the Market Operator instead.”

Alteration:  Correction was made

· Also in the final paragraph of 3.4.1. describes how a suspended supplier may rectify a default. XXX strongly recommends that the actions necessary to be deemed have rectified a default should be clearly outlined in this section to avoid ambiguity as to what step has to be undertaken in order to be considered rectified. 

Alteration:  Clarification was made

· Finally, in the same paragraph the scenario is described where a defaulting supplier has “rectified” the default after the suspension order is issued. XXX understands from the decision paper and through numerous discussions that in this instance the defaulting supplier has their supplier units reactivated.  However given that the SoLR event has occurred, the defaulted suppliers’ customers have been transferred to the SoLR unit, these customers will not be returned to the now re-activated supplier automatically.  

This should be clearly outlined in the AP (i.e. non return of customers from the SoLR unit).   This clarification is of critical importance, as there can be no uncertainty in the market as to the consequences and timelines involved once the suspension order is issued. 

Alteration:  This “for avoidance of doubt” clarification has been made.

· YYY would agree in principle with this modification 

· Suggest an explanatory diagram in addition to the swimlane diagrams would be useful to show what happens in different scenarios, as this is not immediately clear from the modification. 

Alteration:  While explanatory diagrams are agreed in principle to add clarity, during the drafting of the Code and APs such diagrams were removed as being inappropriate for a legal contract and more applicable to a “helicopter guide”.  If an update to the helicopter guide is proposed following this modification, materials can be provided to aid this process. 

· It also states that a registration fee would not be incurred. Administrative costs would be incurred for the reregistration, so YYY request advise as to the rationale for excluding this charge. 

Rationale:  Under the terms of the Code, the Unit is not deregistered, it simply stops trading once a Suspension Order comes into effect.  The functionality of the central market systems to set a Supplier Unit to “not trading”, and the consequential impacts on Meter Data Providers to submit data to the Market Operator are unknown.  The functionality that is known is that a technical deregistration of the Suspended Units can occur in the central market systems, the Meter Data Providers cease sending information for the Suspended Units, and the Unit is no longer in settlement.  Legally the Unit can still deem to be Registered, but not Trading.
If there is functionality in the central market systems whereby “not Trading” can be recognised, and the impact of this is made clear to MDPs (e.g. that the MDPs exclude this Unit from the file send until it is confirmed technically and legally deregistered) then this would be an acceptable change to the Modification.

Without this “non-Trading” status reflected technically in the central market systems, and to achieve the practical intent of not trading (as presupposed by this modification) is to technically deregister the unit, legally the Unit should not have to pay to be technically reregistered when legally it always had the status of being registered. 

If this is still a concern, the Market Operator may raise the issue of cost recovery for the technical re-registration of the applicable Units to the Regulatory Authorities.

· It states in the modification that in the event of multiple defaults at the same time or within a short period of each other, there shall be a separate SoLR for each default in each jurisdiction. Does this mean there are multiple SoLRs? We had previously understood that there would only be one SoLR in each jurisdiction. Will the SoLRs all be registered to the same Party? 

Response:  Firstly, there will be a separate SoLR Supplier Unit for each default in each jurisdiction.  The Modification was reviewed to ensure this was stated correctly.

Therefore there may be multiple SoLR Supplier Units within a jurisdiction.

The Supplier of Last Resort in Ireland has been identified (for the interim) as ESBCS.  Therefore all SoLR Supplier Units in Ireland will be registered to one Party.
The Supplier of Last Resort in Northern Ireland may be identified on a case by case basis in Northern Ireland.  Consequentially, it is possible that in the event of multiple defaults, each separate SoLR Unit may be registered to a different Party.  

· Also, as we have not yet seen the final modification to be raised by the RAs in which the MO will be required to issue a statutory demand for Northern Ireland. YYY legal team would like to review both modifications together to ensure we are happy with the whole package. 



	

	

	

	

	Implication of not implementing the Modification

	The implication of not implementing this Modification Proposal is that, during a time of stress for a Supplier, the responsibilities of the Market Operator and the retail markets under AP1 are in conflict with the Code, and will lead to unnecessary confusion and the actions of licence holders will be placed under unnecessary potential dispute and challenge.


	

	

	

	

	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.

