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ESBCS Response to Consultation for Modification Proposal MOD_34_09: Global Aggregation
ESB Customer Supply (ESBCS) welcomes the opportunity to respond to the consultation on Global Aggregation, prepared by the Mod_34_09 Global Aggregation Working Group.  

We support the introduction of Global Aggregation which allows equal treatment of all suppliers including ESBCS.  We are in favour of Option A+ because of its commonsense approach, low cost and speed and ease of implementation.
Our comments on both options presented in the consultation paper are outlined below:

Option A+     Enhanced Balancing Cost

The working group reports show that the implementation cost and time of option A+ are the lowest.  It is also the simplest option for all independent suppliers who will see no change to their systems – only the value of the existing Market Operator charge will be affected.  The changes will be seen by the Meter Data Providers, the Market Operator, the two original suppliers (PES) and the Transmission System Operator.  The impact on the transmission system charges will need to be agreed with the Regulator because the imbalance energy will not attract any charges.  This will not affect the total allowed revenue for either the Transmission Operator or Owner.  It will add a small amount to the volatility of the transmission/market operator k-factor due to the possibility of the actual loss factor being different to the forecast loss factor, and this volatility is around plus or minus 1% each year.  Any surplus or shortfall will be used to adjust the following year’s k-factor charges.
With Option A+ the main party affected by volatile losses will be the Market Operator.  They will see imbalances in the weekly settlement transaction between the revenue from suppliers and energy payments due to generators.  However this volatility is a fundamental attribute of the market and the alternative is that the commercial suppliers will have to face this same volatility.  The Market Operator is in a position to manage the risk and recover a k-factor without distorting competition.  Individual Suppliers who do not have a guaranteed regulatory support will be less able to bear this risk.

Option E

Enhanced Dual Factor Smear
The working group reports that this option is more complex and will take more money and time to implement. In addition to market system changes all suppliers will have to change their systems.  In Option A+ only the two original suppliers (PES) have to change their systems.   As well as modifying systems to accept the new market data the process of shadow settlement to verify invoices will become more complex.

Option E introduces a new, large and unpredictable risk to all independent suppliers. ESBCS and NIEES have held this risk all along and have been able to manage it using a regulated k-factor.  Independent suppliers will now see significant volatility between their weekly pool costs and customer billed sales.  The majority of the volatility will cancel out or offset itself from month to month but an annual average offset of around 1% is possible.  This is a significant part of a supplier’s profit margin.  There will also be a working capital cost for suppliers to manage the short-term volatility.  Because independent suppliers cannot nett their positions the sum of their working capital requirements will be greater that the similar cost for the single Market Operator.

Conclusion

ESB CS supports the introduction of Global Aggregation to create a level playing field for all suppliers.  Option A+ is preferred because it reduces the risks and costs faced by all suppliers and is straightforward to implement.

Yours sincerely,

____________
Shane Boland
Manager Back Office and Regulation
ET&R, ESB Customer Supply 
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