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	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)                

	SEMO 
	06/05/2008
	Standard
	 Mod_26_08

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

	Name: Jonathan Jennings
	Telephone number: + 353 1 7026112

	
	

	Address: 42 Merrion Square, Dublin 2.

	e-mail address: jonathan.jennings@eirgrid.com

	

	Modification Proposal Title;
	Definition of Adjusted Participant

	
	

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

	T&SC Version 4.2

Clause 6.182
AP 9 Version 3.2, section 3.4.1 Procedural Steps - New / Adjusted Participants Credit Cover
AP9 Version 3.2, section 2.8

	

	

	Modification Proposal Description                                                                                                                                            Clearly state the desired amendment and all text formula changes to the code and/or Attach further information if necessary

	

	

	6.182 Where a Participant reasonably expects that, compared with the time-weighted average of metered quantities across all of the four most recent Billing Periods, the total forecasted averaged metered quantities with respect to its Supplier Units in any of the next four Billing Periods will increase or decrease by more in absolute terms than the Credit Cover Adjustment Trigger, for any of the next four Billing Periods or the forecasted averaged metered quantities with respect to its Generator Units in any of the next four Billing Periods will increase or decrease in absolute terms by more than the Credit Cover Adjustment Trigger, then it shall inform the Market Operator as soon as reasonably possible. Such a Participant shall be an Adjusted Participant.
AP9 Version 3.2, section 2.8
2.8 New/Adjusted Participants
New Participants

New Participants do not have any historical Settlement data which can be used as the basis for a statistical analysis of historical exposures, in order to calculate Undefined Potential Exposure. In this instance, the Participant will be required to provide forecast quantity data (i.e. Generation and/or Load) to the MO as part of the registration process.This will be used, in conjunction with a Credit Assessment Price to determine the Undefined Potential Exposure amount, and hence the Required Credit Cover. 

The Credit Assessment Price used in the process will be made up of the Estimated Energy Price, the Variable Market Operator Price, the Imperfections Price and an Estimated Capacity Price.

Adjusted Participants

An Adjusted Participant is a Participant whose load and/or generation configuration has changed (i.e. increased or decreased) significantly from historical patterns (defined as the time-weighted average of metered quantities across all of the four most recent Billing Periods). This could be due to acquisition of new assets, winning significant new customers in the retail market, a significant Generator planned outage, etc. In such cases, statistical analysis of historical exposures may not be a valid indicator of future performance, and the same processes will be used as for new Participants. Participants who are expecting the time-weighted average with respect to its Supplier and/or Generator Units of metered quantities across all of the four most recent Billing Periods compared with forecasted averaged metered quantities with respect to its Supplier and/or Generator Units in any of the next four Billing Periods an to increase or decrease in their volumes by more, by more than in absolute terms, than the Credit Cover Adjustment Trigger are required to notify the MO. In these cases, in accordance with the Code, the MO will use forecast quantities to calculate the Participant’s Undefined Potential Exposure. 

	

	


3.4.1
Procedural Steps - New / Adjusted Participants Credit Cover

	#
	Procedural Step
	Timing
	Method
	By/From
	To
	Linkage

	C6.1
	Start:

From Either

Receipt of Application form for First Participation in accordance with Agreed Procedure 1 "Participant and Unit Registration and Deregistration". Go to step C6.3

Or

A Participant becoming an Adjusted Participant
	As required
	-
	New Participant / Adjusted Participant
	
	

	C6.2
	Submit forecast data for all its Supplier and/or Generator Units.
	Within 1 WD
	Type 1 Channel
	Participant
	Market Operator
	

	C6.3
	Calculate and notify Required Credit Cover and if Adjusted Participant its current Posted Credit Cover
	Within 2 WD
	Type 1 Channel
	Market Operator
	New Participant / Adjusted Participant
	


	Modification Proposal Justification

Clearly state the reason for the Modification. Attach further information if necessary

	

	

	Previous Calculation of Required Credit Cover

At present there is no automatic offset of credit exposure in relation to generation. An offset can only be achieved through the lodgement of Settlement Reallocation Agreements.  This means that Undefined Potential Exposure is generally calculated based on the Supplier Units as shown in diagram A below:
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Modification MOD_72_07 allows Required Credit Cover for a Participant to be calculated such that Supplier Unit exposure may be offset by negative exposure for its Generator Units.  As a result of this “netting”, it is important to calculate Undefined Potential Exposure as accurately as possible.

Potential Implication of new Required Credit Cover calculation

Diagram B shows a scenario in which there is an outage which will reduce the Metered Generation for a Participant’s Generator Units.
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Under this scenario, the Participant will be treated as a Standard Participant and the Required Credit Cover for the Participant will be calculated based on the historical metered volume data, even though an outage has just occurred.  This means that the calculated Required Credit Cover for the Participant will be lower than it should be and the Participant will not be fully collateralised.

Proposed change to address potential insufficient collateralisation
In order to address the issue where a Participant may not be fully collateralised, this Modification proposes to change the definition of Adjusted Participant to include expected changes in volumes for Generator Units.  In this case, in the event of a known reduction in metered volumes for its Generator Units, the Participant will be treated as an Adjusted Participant and will be obliged to provide a forecast metered volume for its Generator Units and/or Supplier Units.  Diagram C shows the Undefined Potential Exposure calculated as per an Adjusted Participant.
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	Implication of not implementing the Modification

	If the Modification is not implemented, it is possible that some Participants could be under-collateralised in the SEM and insufficient Credit Cover will be in place if Metered Generation values change significantly (i.e. by more than the Credit Cover Adjustment Trigger.  If the scenario B occurs, the calculated Required Credit Cover for the relevant Participant will not reflect their likely credit exposure to the SEM.  This Participant will then represent an unfunded credit risk to the SEM which is not consistent with the principle of full collateralisation.



	

	

	

	

	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:

1.1 to the Market Operator and the Regulatory Authorities to publish and/or distribute the Modification Proposal for free and unrestricted access;

1.2 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;

1.3 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.

