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I RECAP - CONTEXT OF PROPOSED MOD

Modification objectives

This Mod aims to address system action repricing during periods an energy action has not been taken
on the same side of the Net Imbalance Volume Stack.

The Mod aims to prevent Non Energy Actions unduly influencing cashout price setting.

It addresses structural flaws associated with high volume system actions within the relatively small ISEM
balancing market.

The large physical volume behind IC actions make NIV tagging ineffectual, creating a high risk for
System IC actions to inappropriately set Cashout prices

One example of this occurrence was in July 2022 -
o 12t July - Reliability Option was triggered by system Interconnector actions over East West IC,

e As PMEA was set to PCEILING or €11.5k, the IC action kept its price, and this set
cashout

e 13% July — Same thing occurred but IC price was lower.
This is a material and ongoing risk




I RECAP ORIGINAL V1 CHANGE

E.3.4.2 For each Imbalance Pricing Period, ¢, the Market Operator
shall calculate the Marginal Energy Action Price (PMEA@®) as
follows:

*If QNIV¢@ > 0 and there are no PBOukg in the same direction

as the NIV where FIPukg =1,

PMEA@p = PCAP PMBU¢@

Where PMBU¢@ is the Market Backup Price which contains

Imbalance Settlement Period, y




I PROPOSED V2 CHANGE

E.3.4.2 For each Imbalance Pricing Period, ¢, the Market Operator
shall calculate the Marginal Energy Action Price (PMEA@®) as
follows:

*If QNIV¢@ > 0 and there are no PBOukg in the same direction
as the NIV where FIPukg =1,

PMEAp = PEAP- max (PSTR, PMBUg)

Where PSTR is the strike price, PMBU¢@ is the Market Backup
Price which contains Imbalance Settlement Period, y




Data analysis to analyse price impact of Mod

» Data from publicly available SEMO Public API for 10 months April 2022 to January 2023
e > 14000 5 minutes Imbalance Pricing periods

 Includes Imbalance, Market Backup and Strike Prices

« Comparing current data (PMEAp = PCAPg ) with data based on

. V1 PMEAg = PMBUg and
. V2 PMEA¢ = max (PSTR, PMBUg)

* Mod impacts price formation in 9853 / 69% Imbalance pricing periods in V1
* Mod impacts price formation in 19 / 0.1% Imbalance pricing periods for V2

« We conclude that V2 is a much more targeted and limited approach to address this issue as it only

impacts 0.1% of the 5 minute periods
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I APPENDIX — STRIKE PRICE AND MARKET BACKUP PRICE

* The proposal is a modification to the calculation of the Marginal Energy Action Price PMEA to reflect the max of the
Strike price and the Market Backup price PMBU rather than the Market Price Cap PCAP during periods when no
energy action has been identified in the direction of the Net Imbalance Volume

« The Strike Price PSTR is the strike price in a month m used for the calculation of difference charges and difference
paymens

« The Market Backup Price PMBU ‘reflects the price of all ex-ante market trades relevant to that Imbalance Settlement
period ‘ ( TSC Part B Glossary).

« E.5 MARKET BACK UP PRICE

- E.5.1.1 For each Imbalance Settlement Period, y, the Market Operator shall calculate the Market Back Up Price
(PMBUy) as the quantity-weighted average price of the prices associated with each Day-ahead Trade Quantity
(gTDAxuh, qTDAxvh) and Intraday Trade Quantity (gTIDxuh, gTIDxvh) for all Generator Units, u, and Supplier Units,
v, in the Imbalance Settlement Period, y. (TSC Part B)
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| APPENDIX - INTERCONNECTOR EVENT ON 12™/ 13™ JULY 2022
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Over 800MW of actions taken over EWIC at €839/MWh with no system
?r]:f'erISCTh?' bIC)I stack was around 100MW (full PAR stack consisted of
is IC action

Pre-Mod 01_20: this IC action would have been repriced to the highest
priced energy bid or offer (€173 which would have set cash-out)

As PMEA was set to PCEILING or €11.5k, the IC action kept its price,
and this set cash-out

The BOA'’s stacks below are relevant for one 5-minute period but the
same thing happened in 19 of 24 five minute periods in the 2 hours when
the RO was called

This is a material and ongoing risk
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