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Compliance with the Congestion Management Guidelines and Impact Assessment of Intra Day Options 
Note by the Regulatory Authorities to Members of the Working Group on Intra Day Trading

4 August 2010
___________________________________________________________________________
1. Background

The Modifications Committee and its Working Group (WG) on Intra Day Trading have been instructed by the SEMC to work up a means of intra- day trading for approval by the SEMC by end 2010. 

Three Working Group meetings have now been held, the most recent being on 15th June.  Two groups of options (Group Options A and B) emerged from those meetings for full impact assessment by SEMO and the System Operators.  A third option (Option 3) was chosen for a “light” high level impact assessment, on the grounds that it implies more fundamental changes to the SEM than the other options. 

All the options were to be assessed against the following criteria:

· compliance with EU Regulation 714/2009 - Congestion Management Guidelines (CMG)
· system security

· discrimination concerns

· price affecting

· system costs
· benefits and
·  market design fundamentals

At Working Group 3, the SOs and RAs were given an action to check, before procuring impact assessments, whether the Options would comply with the CMG, on the grounds that assessing the impact of a non compliant option would be pointless and could detract from the time and effort the vendor needs to devote to assessing the compliant options.  The purpose of this note is to report on that action and inform members of the WG on the results of this compliance test.

2. Testing of Compliance for Options for Intra Day Assessment:

Working Group 3 (WG3) identified the following options to be brought forward for impact assessment:

Group Options A: 

· Option 1A – Unused I/C Capacity Reassignment;

· Option 1B – I/C updated bids;
Group Options B

· Option 2: Split SEM Day; 

· Option SEMO: Split SEM Day for Interconnector Trading.

· Option TSO1: Additional Interconnector Trading Opportunities; 

· Option TSO2: Additional Interconnector Trading Opportunities allowing System Security Actions.

Option 3: Alignment with EFAs and 6 additional gate closures on day D
3. Compliance with Congestion Management Guidelines and Latest Developments 
3.1 Relevant provisions of CMG
Articles 1.9: ‘By January 2008, mechanisms for the intra-day congestion management of interconnector capacity shall be established in a coordinated way and under secure operational conditions, in order to maximise opportunities for trade and provide for cross- border balancing’
Article 4.3  requires, inter alia, ‘intra-day allocation of available transmission capacity for day D shall take place on days D-1 and D, after the issuing of the indicated or actual day-ahead production schedules’
Other requirements:

Article 2.1 Congestion management methods must be market based

Articles 2.5 and 2.11: Use it or Lose It (UIOLI) or Use it or Sell it (UIOSI) required
3.2 Regulation 1228/2003 - European Commission Reasoned Opinions 
Since WG3, Ireland and the UK have received Reasoned Opinions from the European Commission relating to breaches of Regulation 1228/2003 (the predecessor of Regulation 714/2009)
.  The infringement letters note that there is no intraday congestion management mechanism for interconnector capacity in the SEM as required by Point 1.9 and Point 4.3 of the CMG, i.e. that:

‘intra-day allocation of available transmission capacity for day D shall take place on days D-1 and D, after the issuing of the indicated or actual day-ahead production schedules’
3.3  Non Compliant Options
In the light of the Reasoned Opinion notifications and after careful consideration of the provisions of the CMG, the RAs and the SOs have reached the following conclusions on the compliance of the Options with the CMG: 
Option 1 A – Unused IC Capacity Reassignment 
This option would not be compliant with the provisions of the CMG set out above as it would not allow for intra-day allocation of available transmission capacity for day D to take place on days D-1 and D after the issuing of the indicated or actual day-ahead production schedules.  The reallocation of capacity based on initial bids at 10 am would not, in the opinion of the RAs and SOs, constitute intra-day trading for the purposes of the CMG.
Option 1 B – IC updated bids
This option would not be compliant with the provisions of the CMG set out above as it would not allow for intra-day allocation of available transmission capacity for day D to take place on day D-1. 
3.4 Compliant Options
The Group B options, i.e. Participant Option 2, the SEMO Option and the two TSO Options, are considered by the RAs and the SOs to be sufficiently similar that they can be combined into a generic Option Group for impact assessment (see ‘Intra Day Trading – Options for Impact Assessment’). 

It is judged that the above Options must include additional gate closures on Day D-1 and Day D in order to be fully compliant with the CMG. 

Furthermore, in light of the discrimination issues raised by the WG and the aim of Regulation 714/2009 which is to enhance competition within the internal market in electricity, it is appropriate for the Group B options to be impact assessed for both All Generator Unit Participation and Interconnector Unit Participation only. 

As regards Option 3 (Participant Option 3), which would be fully CMG compliant, the WG agreed to procure a “light” high level impact assessment. 
Accordingly, the RAs and the TSOs have determined that Option Group B  above (for the avoidance of doubt, that is the group of options containing Participant Option 2, the SEMO option and the two TSO options)  and Participant Option 3 are compliant with Regulation 714/2009 and the Congestion Management Guidelines contained therein. 

3.5 Impact Assessments
Given the above findings the RAs have advised SEMO and the SOs to progress with the Impact Assessments on Group B and a light impact assessment on Participant Option 3 as per the instructions of the Working Group but not to proceed with the same for the non compliant options (i.e Group A Options).  
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