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Reference
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	Modification Proposal Reference:
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	Date of Issue:
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	Category: 
	Standard

	Mod Originator :
	 SEM-O
	Meeting No(s):
	Meeting 13

	Reason for Issue:
	For Regulatory Authority Decision

	Section 1 

(a) Summary of Modification Committee Determination
& detail of Proposal Development

	Background:  Mod_62_07 put a temporary cap in place on the maximum monetary value that may be submitted for each Settlement Reallocation Agreement to conform with the current central market systems limitations. As part of the MSDP, an increased max monetary value has been approved but has not yet been implemented SEM-O proposes to extend the  temporary provisions of Mod_62_07 for a further six months.
The Modification proposes that the date of implementation of the approved maximum value of the SRAs be aligned to the date of implementation of the Day1+ work.  As the exact implementation date is not yet available, this modification proposes to extend the current interim solution, as set out in clauses 7.46 and 7.47, to a date that is 12 months after Market Start Date, in line with the other clauses in Section 7 that are part of the Market Systems Development Plan (Day 1+)  
Note: In conjunction with this Mod, MSDP is to be communicated to all Participants, and all clauses which are being extended should be  aligned to 12 months so if implementation date isn't 1st Nov, all clauses will need to be adjusted.
It was raised and voted on at Meeting 13.

Recommendation Summary 

Having considered the Proposed Modification at the abovementioned Meeting, the Modification Committee recommends 

1. The Proposed Modification should be made

2. With Implementation date of 25th April 2008 or one working day after the RA decision if the RAs decision is made after 24th April 2008.


	(b)  Rationale behind Modification Committee Recommendations 

	The Modifications committee agree that this modification proposal provides a good interim solution until the MSDP is implemented.


	(c)  Impact on Code Objectives

(which objectives are better facilitated and how)

	This Modification aims to further Section 1.3.2: 'to facilitate the efficient, economic and coordinated operation, administration and development of the Single Electricity Market in a financially secure manner;' 


	Section 2

(a) Summary of Impacted Parties
	Detail of impact

	Generators
	N
	

	Demand Side Units
	N
	

	Interconnector Units
	N
	

	Suppliers
	N
	

	Intermediaries
	N
	

	MDP
	N
	

	TSO
	N
	

	MO
	Y
	Code to be updated

	(b) Summary of Impacted Documents/Systems
	Detail of impact

	Code Provisions
	Y
	Version 4.1  Clauses 7.46 and 7.47

	Business Processes
	N
	

	Legal Requirements
	N
	

	Grid Code
	N
	

	Other Code
	N
	

	Systems
	N
	

	(c) Proposed Modification (Original Draft)

This section contains the text of the original draft of the modification proposal

	7.46
Until a date that is six twelve months after the Market Start Date, Section 2.1 of Agreed Procedure 10 shall be replaced by the following – 


The general rules for Settlement Reallocation are defined in the “Settlement Reallocation” section of the Code.


The purpose of this document is to detail the procedures that will apply for Settlement Reallocation with regard to requests, agreements and associated transactions.


The Settlement Reallocation process offers significant benefits to Participants in the Single Electricity Market (SEM), in terms of cash flow and credit risk management, allowing Participants to reduce credit cover requirements by offsetting debts and credits and also to reduce circular flows of money.


Settlement Reallocation is a rules-supported financial arrangement between the Market Operator (MO) and a pair of Participants (which may be the same Participant). Where the Participants are linked by one or more off-market financial commitments, Settlement Reallocation can act to reduce Settlement amounts.


Settlement Reallocation in the SEM consists of five major elements:


Submission of a Settlement Reallocation Request


Assessment of the eligibility of a Settlement Reallocation Agreement for the invoicing process


Inclusion of eligible Settlement Reallocation Agreements in the Invoices/Self Billing Invoices


Inclusion of Settlement Reallocation Agreements in the credit management process


Cancellation of a Settlement Reallocation Agreement (when applicable)


When two Participants have a Settlement Reallocation Agreement in place with the MO, one Participant (called Debited Participant) will effectively transfer an amount in respect of payments due to this Participant from the MO to another Participant (called Credited Participant) through their payments (Trading Payments or Capacity Payments).  This amount shall also have an affect on the credit cover calculation of the two Participants.


The Settlement Reallocation Amount is a monetary value based in the currency of the Debited Participant (either Euro, or Pounds Sterling) and defined for a nominated payment type (Trading Payments or Capacity Payments).  A Participant may not request or enter into a Settlement Reallocation Agreement as a Debited Participant in respect of its Supplier Units.


Settlement Reallocation Agreements can be posted against an Invoice/Self Billing Invoice relating to either the Energy or Capacity markets. 


For each Settlement Reallocation Agreement, the Participants will nominate a Trading Period for reference purposes. 


The nominated Trading Period in conjunction with the type of payment (Trading Payments or Capacity Payments) will denote which Settlement Period the Settlement Reallocation Agreement is to be executed against, 


In the event that the Credited and Debited Participants are in different Currency Zones, the nominated trading period will denote the Trading Day Exchange Rate for use in Settlement calculations, and 


The Settlement Reallocation can be lodged, 


up to 29 days before the Trading Day of the nominated Trading Period;


up to one day to 12:00 before the issue of the Invoice/Self Billing Invoice on which the Settlement Reallocation Agreement is to be included (i.e. Settlement Period plus 4 Working Days); 


Until a date that is six twelve months after the Market Start Date, Section 3.1.2 of Agreed Procedure 10 shall be replaced by the following –


Participants are qualified to submit a Settlement Reallocation Request where:


Both Participants are, at the moment of the Settlement Reallocation Request submission, registered in accordance with Agreed Procedure 1 “Participant and Unit Registration and Deregistration”.


Both Participants are not, at the moment of the Settlement Reallocation Request submission, subject to a Suspension Order or Termination Order.


Both Participants, at the moment of the Settlement Reallocation Request submission, have designated and maintained a Communication Channel for the purpose of their participation in accordance with Agreed Procedure 1 “Participant and Unit Registration and Deregistration” and Agreed Procedure 3 “Communication Channel Qualification”


The MO has effectively allowed both Participants to access the Market Participant Interface in accordance with the Code, Agreed Procedure 3 “Communication Channel Qualification” and Agreed Procedure 11 “Market System Operation, Testing, Upgrading and Support”


The Trading Day of the nominated Trading Period is not greater than 29 Working Days in the future.


There is at least one working day before the issue of the Invoice/Self Billing Invoice on which the Settlement Reallocation Agreement is to be included (i.e. by 12:00 on Settlement Period plus 4 Working Days)

7.47
Until a date that is six twelve months after the Market Start Date, the following text should be added to Section 2.2 of Agreed Procedure 4 – 


The maximum monetary value that may be submitted for each Settlement Reallocation will be 999999.99 and will be submitted in the relevant currency for the Jurisdiction in which the Participant is registered.
Modification Proposal Justification                                                                                                                                           
Modification MOD_62_07 placed a temporary cap for 6 months on the submitted value of Settlement Reallocation Agreements through the addition of clauses 7.46 and 7.47 to the TSC. This modification was raised due to limitations within the Central Market Systems.

As directed by the Regulatory Authorities, the Market Operator has undertaken a consultation on the Market System Development Plan.  As part of this process, feedback from Market Participants on the scope of the Market System Development Plan for 2008/9 has been collected, along with Market Participant preferences on single or multi-phase delivery of the resulting Central Market Systems changes.

The maximum monetary value for Settlement Reallocation Agreements has been approved, but was included in the Market System Development Plan and the associated consultation.  Approval of the scope of changes to the Central Market Systems is expected from the Regulatory Authorities by the end of March 2008.  As a result, it is not possible at this stage to implement the proposed change in time to comply. 

In accordance with the consultation responses from Market Participants, the Market Operator is assuming that all approved scope changes to the Central Market Systems will be implemented as a single release.  This includes the increase of the cap on individual Settlement Reallocation Agreement values to one billion.

This Modification proposes to extend the Interim Arrangements until the date of 12 months after Market Start. Once the date of implementation of the approved changes to be included within the approved Market System Development Plan for 2008/9 is known, a further modification may be required to align the relevant Section 7 clauses with the implementation date.

Implication of not implementing the Modification

The Central Market Systems will not be compliant with the Code, since the systems change required to increase the cap on the monetary value of Settlement Reallocation Agreements has not yet been implemented. This is as a result of the MSDP consultation process undertaken by the Market Operator.



	(d) Proposed Modification (Recommended for Approval by Committee)

This section contains the text of the Approved version of the modification proposal, if different from above

	N/A 

	(e) Details of Alternative or Combined proposal raised

If appropriate, a later version or a resubmitted Modification Proposal details should be entered here

	N/A 



	(f) Dissenting or Other Associated Opinions/Actions

This section contains a summary of any objections to the approved modification proposal/ if appropriate, or  feedback from the following: MO, TSO, Industry Expert or Consultant opinions

	N/A 



	(g) Legal review

The outcome of any legal review of the proposed drafting changes

	N/A

	Section 3

Modification Consultation Outcome

(what consultation was undertaken either formally or by representative members)

	Q.
	Consultation Question
	Yes 
	No 
	Neutral

	
	N/A
	
	
	


	Section 4

(a) Committee’s Final Recommendation to the Regulatory Authority

	Result of Vote: The Committee Recommended this Modification for Approval : (Unanimous)
Votes in favour: S. Walsh; W. Steele,  M Hayden; R. Foreman,  E Chukwureh, T. Gill 

The Committee makes a UNANIMOUS/MAJORITY Recommendation to the RA’s that this Proposed Modification SHOULD/ SHOULD NOT be made, on the basis of the Proposal which incorporates the ORIGINAL/REVISED wording as detailed in Section 2.



	(b) The Committee Recommends the following Implementation Approach and Timelines

	The Implementation Date of the Proposal should be on:  25 April 2008

Assuming the RA Decision is made on/before:  24 April 2008
Or one working day after the RA decision if the RAs decision is made after 24th April 2008.
Or no earlier than:  N/A

Or no later than: N/A

	(c) Proposed Modification Implementations Cost 

This section contains a summary of the cost associated with implementing the proposed modification.  

	Cost (€)
	Participant 
	Vendor 
	SMO
	Total Cost (€)

	
	
	N/A
	
	

	(d) Proposed Modification Estimated Effort Time

This section contains details of the effort time required to design and develop the proposed modification. Include Detailed description of long it will take to perform each change

	Effort Time (man days)

(list each change below)
	Participant
	Vendor 
	SMO
	Total Effort Time

	Update to Code
	
	n/a
	½ day
	½ day

	Please complete this form and return it to Secretariat by e-mail to Modifications@allislandmarket.com


� Note: These man days and costs may need to reflect a combination of Vendor costs and SMO additional costs. Any further modifications to the outline rules may have an impact both on the estimated costs and the estimated implementation date of the change.
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