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Dublin Waste to Energy: Response to SEM Consultatio Principles of Dispatch and the Design
of the Market Schedule in the Trading and SettlemeinCode (SEM/09//073)

Executive Summary

1. The Dublin Waste to Energy Facility is required regulatory, policy and publig
health requirements to run constantly at full outpu

2. The Facility should be treated as a ‘must-run’ getee unit in dispatch, and
permitted to participate in the SEM as a predietaliice taking generator unif.
This may be achieved either by:

2.1 Acknowledging the Facility’s status as a hybrid grtor unit, with the
full benefits of priority dispatch; or

2.2 In recognition of the unique regulatory restricBoon a waste-to-energ
plant and the policy benefits of ensuring it ispditthed, treat it as
special category of unit, with priority dispatctmust-run’ status.

]

3. Hybrid generators should be afforded priority dishaon the same basis as other
renewable generators.

4, Priority dispatch generators should be affordedokibs priority over other
generators.

5. Within a category of generators with priority diggg tie-breaks should be
resolved:

5.1 With regard to the contribution of each unit toteys security;

5.2 With regard to an economic merit order derived dfgrence to submitted
decremental prices; and

5.3 Finally by the application of subjective rules wihitake due account of the
overall policy benefits of running a unit.

6. In the event of an Excessive Generation Event thi® $as well as dispatch
should be set by reference to the economic meditroderived from decrement%

prices submitted by price taking generators. ThePSdould apply only to th
units actually dispatche
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1. Introduction

1.1 Dublin City Council as CER'’s licensee for the DubWaste to Energy Facility, and
its operator Covanta Operations Europe Limitedeimafter jointly “DWTE”, are
grateful for the opportunity to respond to the edtagion concerning Principles of
Dispatch and the Design of the Market ScheduléaénTrading and Settlement Code
(SEM/09/073) (the Consultation”).

1.2 DWTE is in the process of developing a waste-tagnéacility (the ‘Facility”) to
be located on the Poolbeg Peninsula in Dublin Gtgnning Permission and an EPA
Waste Licenckhave already been granted for the Facility, whickexpected to be
operational in 2012. DWTE has secured its Licelc&énerate and Authorisation to
Construct. Furthermore DWTE received a non-firmdgronnection offer from ESB
Networks in February 2009. This offer was subsetiyefinalised and the
Connection Agreement executed dhMay 2009.

1.3 Waste-to-energy provides non-intermittent indigestpuuelled renewable energy
generation capacity; offering many advantages beth source of reliable base-load
renewable generation capacity and in terms of tieesement of national and EU
energy and environmental policy objectives.

1.4  Waste-to-energy has a number of unique techniaélragulatory restrictions on its
operation, which require that it operates as a tmus generator unit. DWTE
considers that the issues raised by the Consuitaparticularly concerning the
classification and treatment of hybrid generatard reatment of priority dispatch
generators, are of critical importance to the effitoperation of the Facility.

15 The following document outlines DWTE'’s responsetie key issues raised by the
Consultation that impact on the operation of theilfg as a ‘must-run’ unit. DWTE
is satisfied that the contents of this responskbeipublished in full.

2. Policy Context

2.1 Before considering individual issues raised by tbensultation, it is useful to
consider the legal and policy framework within whibe Facility will operate.

Energy Policy

2.2 The recovery of energy from waste is an importdnjéative of European waste and
energy policy. Th&U Biomass Action Plan?, describes waste as an underused energy
resource and seeks to actively promote waste marageechniques that use waste
as a fuel. The implementation of the Action Planifs turn, a key goal in the
European Commission’s Renewable Energy Roadmagich considers the means
to achieve a target of 20% of Europe’s total priyremergy requirement derived from
renewable sources by 2020.

! waste Licence for a Non-Hazardous Waste Incineitaste-to-Energy Facility, Register No. W0232-01
2 SEC(2005) 1573
3 COM(2006) 848 final; available at http://ec.eur@pdenergy/energy_policy/doc/03_renewable_energyimap_en.pdf
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2.3

2.4

2.5

2.6

2.7

This target was incorporated in Directive 2009/Z8/Ehe ‘Renewable Energy
Directive”) which amends and subsequently repeals the 2@8-R Directive. The
Renewable Energy Directive provides that transmissiystem operators:

‘shall give priority to generating installationsing renewable energy sources
in so far as the secure operation of the natioleatrécity system permits and
based on transparent and non-discriminatory caiteri

Renewable resources as defined in Renewable EnBigsctive include the
biodegradable fraction of industrial and municipalste.

Ireland’s Energy White Paper: Delivering a SQustainable Energy Future for Ireland
emphasised three key energy pillars of securityeroérgy supply, environmental
sustainability and economic competitiveness. Ither included a 33% renewable
electricity target for 2020. The electricity targess subsequently revised upwards to
40% renewable by 2020. The White Paper supportdévelopment of waste-to-
energy projects. It also commits to implementingfuli the National Bioenergy
Action Plan, which seeks to:

“... maximise the recovery of useful materials ancrgy from residual
waste, and accordingly suggests thermal treatméht emergy recovery as
the preferred option”.

To achieve this, the Plan undertook to extend tE#IR scheme to assist in the
development of waste-to-energy projects. Biomassupported by REFIT and
attracts a reference price of 7.2 eurocents per.kWh

The Facility contributes to the achievement of Bt drish targets for renewable
energy. However it also provides key benefits far doperation of the SEM, and for
broader policy objectives including security of plyp The Facility will generate

energy from a local waste resource and therebyriboté to an overall objective of
reducing reliance on imported fuel. The additionwafste to the fuel mix will not

only benefit in terms of renewable targets, bul aito enhance fuel diversity. The
non-intermittent nature of unit, its fuel sourcedats likely 90%+ availability are

such that it will provide a reliable capacity caipiition to the market at a low cost (it
is anticipated the Facility will operate as a priaker) which is entirely unrelated to
international energy prices.

Climate Change Policy

Waste-to-energy facilities divert biodegradable t@asvay from landfill and use it to
produce renewable energy, reducing methane emgsdiom landfill as well as
displacing electricity from fossil fuels. The Intetional Expert Panel on Climate
Change has noted that waste-to-energy can provigfisant mitigation potential
for the waste sector, especially in the short téayrreplacing landfilf

The recently revised Waste Framework Directiv&/FD”),” supports the reduction
of greenhouse gas emissions through the thermainent of waste in waste-to-

4 IPPC Fourth Assessment Report (AR4). Climate Cka§07: Mitigation of Climate Change available at
http://www.ipcc.ch/pdf/assessment-report/ar4/wgBiag3-chapter10.pdf

5 Directive 2008/98/EC of the European Parliament aiithe Council of 19 November 2008 on waste apeéaling certain

Directives.
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energy plants insofar as it reclassifies efficieaste-to-energy facilities as recovery
operations. In doing so, it moves waste-to-energythe waste hierarchy, and

encourages a reduction in the landfilling of wa@gtéth associated greenhouse gas
emissions) as well as the reduced consumptionssilffuels.

2.8 Ireland’sNational Climate Change Strategy outlines the measures necessary to meet
its Kyoto Protocol commitment to reduce emissiomsl8% above 1990 levels by
2012. The Strategy notes that landfill is the nsarce of greenhouse gas emissions
from the waste sector and supports efficient wastenergy technology as a means
of minimising climate impacts through the sustaleabhanagement of waste.

EU and Irish Waste Policy

29 The objective of waste policy is to minimize thegative effects of the generation
and management of waste on human health and theoement. This includes
reducing the use of resources and favouring thetiped application of the EU “waste
hierarchy” which is set out in Article 5 of the WFDhe WFD provides the overall
structure for waste management within the EU and i®uchstone for European
waste management policy. The most recent revisidhe WFD must be transposed
into Irish law by 12 December 2010. Its impact cdready be seen in Waste
Licences recently granted by the EPA.

2.10 The WFD seeks to promote the alternatives to Idrwfj inter alia, strengthening the
role of the waste hierarchy. The five-step hiergrotust be strictly adhered to in all
national policy and legislation, with options pasiied higher up in the hierarchy
being prioritised ahead of those positioned bendlaim. The WFD definitively
clarified that waste-to-energy plants which meetcgiied energy efficiency criteria
are classified as recovery, which positions themtlom waste hierarchy above
disposal operations such as low quality sorting mdifilling. This is particularly
significant in light of national waste diversionrdats imposed under the Landfill
Directive®

2.11 The Landfill Directive provides that, by 2010, matl must reduce the amount of
Biodegradable Municipal Waste BMW ") going to landfill to 75% of the total
amount (by weight) produced in 1995. Subsequeittly,amount of BMW going to
landfill must not exceed;

* 50% of the total amount (by weight) of BMW proédcin 1995 by 2013;
and

* 35% of the total amount (by weight) of BMW proéddn 1995 by 2016.

2.12 Due to its historical reliance on landfill, Irelaottained a four year extension on the
first two targets, which were to be met by othermider States in 2006 and 2009.
Despite this, Ireland is unlikely to meet its firgtrget in 2010, and may face
significant penalties under the Landfill Directiver failure to meet its diversion
targets. Running the Facility at full capacity wéssist in the achievement of the
diversion targets.

5 Directive 99/31/EC
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2.13

2.14

2.15

2.16

2.17

2.18

National Strategy for Biodegradable Waste

The National Strategy for Biodegradable Waste wapared by the Department of
the Environment Heritage and Local Government,s®id out a range of measures to
meet Ireland’s diversion targets. This documentfiomis that Irish Government
policy in relation to waste management is grounideithe waste hierarchy. It further
states that

“Thermal treatment with energy recovery in accoal with the
internationally-accepted waste management hierarshy key element of
Irish waste management policy.”

It also notes that recovering energy from wastugorted by the National Climate
Change Strategy, since it can reduce dependencemparted fossil fuels and
decrease the generation of methane in landfills.

Dublin Waste Management Plan

Each local authority is required by section 22hef Waste Management Acts 1996 to
2008 to produce a waste management plan with regded alia, to the prevention,
minimisation, collection, recovery and disposal main-hazardous waste within its
function area.

The construction and operation of the Facility iscernerstone of the Waste
Management Plan for the Dublin Region, which citesFacility as a key contributor
to the achievement of Landfill Directive and Natbmiodegradable Waste Strategy
objectives’

We note that in granting planning permission fa Bacility, An Bord Pleanala had
specific regard to the objectives of the Dublin Waslanagement Plan and to the
Dublin City Development Plan and the Facility’sedherein.

The operation of the facility at its nominal fullitput (which is sized to achieve the
optimal rate of recovery by means of waste-to-endoy the Dublin region) will
permit the achievement of a key element of the evasinagement objectives for the
Dublin area and, by extension, the achievemenatibnal landfill diversion targets.

3. The Facility as a ‘Must Run’ Generator Unit

3.1

3.2

From the foregoing, it is clear that there are gnificant number of policy
imperatives for the efficient operation of a waktesnergy facility operating in the
Dublin region. This, in tandem with additional licetng and operational constraints,
has particular implications for the operation (aigpatch) of the Facility. In essence,
as set out below, the Facility should be dispatceed must-run unit and at nominal
full output in the ordinary course of events.

The primary function of the Facility is to thermaltreat municipal solid waste
(“MSW?”). The Facility is sized to process a specifiedume of MSW on a yearly
basis at a defined availability. This volume istdied by the national and regional
policy need for thermal treatment of MSW in the Dubregion, as outlined in
Section 2 of this response. The process uses MSildehso generate steam, which,

" Dublin Waste Management Plan 2005-2010 availatiétg://www.dublinwaste.ie/Download_Complete_Plamiht
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3.3

3.4

3.5

3.6

3.7

in turn, is converted to electricity by a steanbtoe generator, and is exported to the
grid.

Steam that is not converted to electricity (in évent that the unit is not dispatched)
is spilled through a cooling water system utilisimgter from the River Liffey. Steam
by-pass is limited by EPA license restrictions aathdisposal to the river. The
Facility is subject to water temperature restritsioas well as to discharge
limitations®

The Facility is also subject to an over-arching rgyerecovery efficiency
requirement, set out in Condition 7 of its Wasteelice. The efficiency requirement
is derived from Article 4 of the WFD, which provil¢hat waste-to-energy plants
shall be defined as recovery operations if theytnaeminimum energy efficiency
factor (R1) of 0.65 according to the formula in@ddn Annex Il of the WFD. This
formula describes all energy flows to, from andhivitthe plant and ascribes energy
conversion factors to electricity and steam toegfltheir relative usefulness. The
operation of the Facility without associated elettr generation would significantly
prejudice the achievement of this efficiency regoient. Failure to achieve the
efficiency requirement would have implications nonly for Waste Licence
compliance, but also for achievement of nationadts under the WFD.

Consequently, even where the unit is constraineehdor a short period (a number
of Trading Periods) in a Trading Day, it may notfeasible to merely spill the steam
for that period. As a prudent operator, DWTE coessdthat the capacity to spill
steam should be retained for emergency eventsdimgwutages and system issues.
The spilling of steam should not be consideredoanimercial’ alternative, the cost of
which would be capable of being compensated by resstcaint or other market
payment. Rather, it is an operational and regufat@olicy issue to the extent that
spilling steam will limit the ability of the factly to meet its licence and efficiency
requirements and also limit the ability of Ireland meet national WFD and
Landfilling targets.

If the Facility cannot spill steam, it would hawedease to process waste. This would
impose significant costs on DWTE which are likadyfar outweigh decremental costs
faced by other generators. In addition to the esvadlisincentive for this approach,
it should be noted that the failure to dispose afequisite proportion of MSW
through incineration will jeopardise the achievemeh national landfill diversion
targets imposed through the operation of Artictef fhe Landfill Directive.

We note that from 2010 - 2012 when it is anticigateat many landfill sites in the
Dublin area will reach, or be close to, capacitwill become increasingly difficult to
obtain access to landfill even in the event of gaecies. While the Facility does
comprise a bunker which can store waste equivaterfive days’ incineration, it
should be noted that the ability of the Facilitystore waste at a given point in time
will be related to how full the storage bunker Bgually, as stored waste is
putrescible, DWTE will seek to avoid prolonged @#s on the grounds of public
health and safety. The purpose of the bunker iprtwide for delivery flexibility
(there are planning-related restrictions on timifigleliveries to the Facility — while
the Facility will run flat over 24 hours, delivesiavill only be made by day), and the

8 Condition 5
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3.8

3.9

bunker is not intended to provide for substantiugat flexibility, and certainly not
for any long term storage of waste.

It is critical to note that where the Facility gealéy operates at nominal full load,
waste that is not burned in a given period canimoply be burned later. The Facility
is designed to run at full output and to the extiwatt it is constrained below this
level, it will not be able ‘turn-up’ in subsequélriading Periods to a sufficient degree
to make up lost production. Waste that is not bdirisenotionally retained in the
storage bunker indefinitely and would have to tepdsed of by some other means.
This principle applies irrespective of whether theit is dispatched down for a
prolonged period or for a constraint of relativehort duration. As, similar to wind,
capacity that is not availed of in a particularfur cannot be availed of later.

Consequently, DWTE does not consider that failarprbcess waste at the Facility is
a viable option in light of Dublin City Council'datutory public health undertakings
and broader policy imperatives. For this reason, TBW\onsiders that the Facility
should be treated as a “must-run” unit in SEM tsrentire output. DWTE accepts
that these commercial and policy imperatives shbeldeflected in the manner of its
participation in the SEM. To this end, DWTE propose participate in the SEM as a
predictable price taker generator UhBWTE notes that the changes proposed by the
Consultation may impact on its ability to partidipain the market as such.
Specifically, the definition and treatment of hybplant, and the meaning attributed
to priority dispatch may have far-reaching implioas both for DWTE and more
generally for Ireland in the achievement of natloamad EU policy objectives for
waste management, climate change and renewablgyener

4, Definition and Treatment of Hybrid Plant (Consultation Section 4.9)

4.1

4.2

Section 4.9 of the Consultation considers the iimeat of hybrid generators, being
“generating units which have a proportion of theintput which is classed as
renewable”. DWTE assumes that, to the extent timgt & the current options
outlined in the Consultation may allow for wasteettergy, the Facility would most
likely be dealt with under a ‘hybrid’ categorisatioThe Consultation does not
consider options for hybrid plant in detail, buggasts that any of the options chosen
for priority dispatch (discussed further below) ¢enextended to hybrid units. At the
Industry Forum held in Dundalk on 28 August 2009 Regulatory Authorities
sought comment on the proportion of renewable feglired for a unit to be classed
as hybrid. The following paragraphs note issuesctorsideration in calculating that
proportion.

DWTE considers that there are a number of issuemsider in defining ‘hybrid

generation’. Clearly any classification as ‘hybrishould require that a threshold
proportion of a unit’s fuel should be from a renéleasource. This proportion should
be applied at a unit (as distinct from a trading)slevel. The threshold should be
applied to any unit that is capable of separateadih/operation. It should not suffice
that a proportion of the generation behind a métrderived from a renewable
source. For example where a trading site contéireetwind turbines supported by
one conventional (flexible) generator, the conwaeml generator should not be

® The TSC as currently drafted implicitly assumeat tRredictable Price Takers will be dispatched afing to their
nominated profile, insofar as it provides that tharket scheduled quantity for a predictable pradet will be set equal to
the minimum of its nominated quantity or its avhildy profile.
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4.3

4.4

4.5

4.6

classed as part of a larger ‘hybrid’ and therefoapable of availing of priority
dispatch. Classification as ‘hybrid’ should applylyowhere the renewable and non-
renewable elements of a fuel are not capable @fraéipn or separate dispatch.

With regard to the level at which the hybrid thralshis set, DWTE considers that an
appreciable proportion of a unit's fuel should lEmewable in order for it to be
classified as ‘hybrid’ for dispatch purposes. Hoemrewve note the difficulties
associated with establishing an exact thresholdekample, although a proportion of
a waste-to-energy facility’s fuel will always benesvable (the biodegradable portion
of industrial and municipal waste), the exact préipa will change depending on the
make-up and calorific value of a particular shipimeinwaste. This is hot something
that is within the control of the Facility operatbut depending on how narrowly the
definition of hybrid is drawn, may result in thecHay being included or excluded
from the ‘hybrid’ category on a given day. This Wibglearly be contrary to policy
imperatives outlined in the earlier part of thispense to the extent that failure to be
classed as hybrid might prejudice the priority timeent of a waste-to-energy unit as
‘must-run’. On the other hand, in setting the ‘hgbthreshold too low, priority may
be afforded to units that are technically part-restge but which do not confer the
same benefits in terms of renewable targets as wvith a higher proportion of
renewable fuel.

The importance of setting a relatively high thrddHor the classification of a unit as
‘hybrid’ is illustrated by the proposed treatmerit'loybrid’ units in dispatch. It is
submitted that, irrespective of the option chosemiplement priority dispatch, there
should be no distinction in the treatment of hylgiherators and other renewable
units qualifying for priority dispatch. A hybrid gerator, once categorised as such,
should be considered to have priority dispatch iter entire capacity. DWTE
considers that to provide for anything less that tould cause practical difficulties
for the market, as well as being conceptually diffi, given that the renewable and
non-renewable portions of the fuel source are apable of separation. We consider
that this rationale is already reflected in exigtinarket rules.

We note, for example, that paragraph 2.54 of tredifig and Settlement Code (the
“TSC") provides for the registration of units as prieéers where a generator unit
has priority dispatch for itentire capacity. We further note that the SEM Committee
Decision concerningRevisions to the Criteria for Approval of Intermediary
Applications under the Trading and Settlement Code (SEM/07/11) requires that, in
order to register an intermediary, a unit mustdgable of being registered as a Price
Taker Generator Unit under the TSC. As a unit niuaste priority dispatch for its
entire capacity in order to be capable of registeas a price taker, then it follows
that in order to appoint an intermediary, the wnitst also have priority for its entire
capacity. Article 4 (1G) ofElectricity Regulation Act 1999 (Public Service
Obligations) Order 2002 (S.I. No. 217 of 2002) as inserted by Article 6 of SI 284 of
2008 relates the commencement of a public senbtigation to an underlying power
purchase agreement and therefore, by implicateguires that generator units have a
physical contract in place in order to avail of tREFIT subsidy. Above the de
minimis threshold, only those units with intermegliaarrangements in place are
permitted to sell physical power. Consequentlyriheo to obtain a REFIT payment, a
unit must have an intermediary in place.

As the rules are currently drafted therefore, ideorfor a unit to be able to obtain
REFIT support, it must be considered to have pyiodispatch for its entire
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capacity:® While we accept of course that these rules coeldltered, it is difficult to

see how this would operate in practice. For uniith warying proportions of

renewable fuel, it is not practical to vary the ikalglity of priority dispatch, and

certainly not the ability to act as a price takad do appoint an intermediary, in
accordance with the proportion of renewable fuel given trading period.

4.7 Even leaving aside appointment of an intermediany the implications for REFIT,
and applying an average renewable proportion foeréod of time, a ‘proportionate’
approach would not deliver a desirable outcomerattre. For example if priority
dispatch was awarded for a portion of the outphe éstimated renewable portion), it
would not be desirable for that portion to be amghother than price taking
(assuming that having both price and volume cestadould lead to perverse
incentives). How then would the remainder of thpacity be bid in? Would the
remaining portion be treated like a separate UBfit@uld start-up and no-load costs be
ignored (assuming unit was already running)? Anatvwdf the ‘renewable portion’?
Where a 100MW unit is 75% renewable, if only 75M$\tispatched, only 56.25MW
will be derived from a renewable source.

4.8 DWTE considers that a form of partial (or lessedewj priority dispatch is not
workable in any case. As such, once a unit is demed to fall within a ‘hybrid’
category, it should obtain the full benefits ofguitly dispatch. A hybrid unit should
be capable of appointing an intermediary, as tdipibthis would undermine the
availability of REFIT payment for hybrid units winave already qualified for REFIT
under the DCENR application process.

4.9 DWTE notes that it may not be necessary or apptgpin all cases to categorise a
unit as ‘hybrid’ or ‘priority dispatch’ in order t@nsure a ‘must-run’ status in
dispatch. While the concepts may overlap (for eXamapwvaste-to-energy unit would
most likely fall within a definition of ‘hybrid’ asvell as being ‘must-run’) they do
not have to be coincident. It is suggested thatrevhe unit is_requiredo run
constantly by virtue of technical and regulatorguieements outside of its control,
this unit should be considered to be ‘must-run’ ahduld always be dispatched
irrespective of broader market rules to do withoptising renewables and peat
plants. A category of ‘must-run’ so defined mustcessarily be very limited,
particularly where legal and regulatomnperatives to run are distinguished from
commercial drivers (including those resulting fropolicy driven incentive
mechanisms). It is suggested that ‘must-run’ usiitsuld be required to register as
price takers for their entire output, as to do oilige would not only grant price and
volume certainty to a unit, but would also allow Bb be determined by a unit that
is not in principle capable of responding to ecoimomsignals. We note that in
providing that must-run units should register aisgtakers this would extend the
availability of intermediary status and REFIT tesk units.

4.10 It is worth noting that, with regard to policy aptbject feasibility, it is unlikely that
the penetration of MSW derived waste-to-energy e capacity in Ireland is
unlikely to exceed 150MW.

5. Priority Dispatch (Consultation Section 4.8)

5.1 DWTE has already outlined that the Facility shoalsla result of both regulatory and
policy requirements, be treated as a must-runiartthie SEM. It is in light of this

10 This is notwithstanding that the REFIT paymenteisted to the renewable proportion only.
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5.2

5.3

54

55

requirement that we have considered the optiongfiority dispatch set out in the
Consultation. DWTE notes that a ‘must-run’ requieginand priority dispatch are in
practice similar but not identical concepts. Howegeven that a waste-to-energy
facility is likely to have both ‘must-run’ and prity dispatch status, ‘priority

dispatch’ is considered to include ‘must-run’ ie tiemainder of this response.

DWTE considers that, irrespective of whether theilfg is classed as a ‘hybrid’
generator or acknowledged to constitute a separategory of must-run unit, it
should obtain priority dispatch for its entire caippa DWTE further considers that
this priority should be absolute, both by virtuetbé legal requirement to provide
priority dispatch under the Renewable Energy Divectand for the commercial and
policy reasons outlined above. As such we consttat Option 1: dispatching
irrespective of cost is the correct starting point for the treatmenpabrity dispatch
units.

DWTE notes that there are a number of difficultieth the alternatives proposed to
Option 1. In the first instance we note that tove ‘priority dispatch’ based purely
on economic merit does not appear to provide angnigful priority to renewable
generators. Secondly, it appears that dispatchlypore economic merit (as under
Option 2(a)) with or without the addition of prityridispatch to determine tie-breaks
(under Option 2(b)) would require that renewablésube bid in to the market as
price makers. It is difficult to see how the RCU®uAM derive implicit economic
costs of dispatching renewables if renewable wnése merely netted off demand as
price takers currently aré.RCUC would require some form of bid data on whizh
base its choice and this bid data should be prdvimethe generator in question. If
dispatch is based on a true economic cost it faltvat the market schedule should
be based on the same, and so price making bidddshtao determine the market
schedule. It is not clear how this would impacttbe appointment of intermediaries
and the consequent availability of REFIT support.

Option 2(c) as put forward in the Consultation megs that renewable units be
dispatched taking into account subsidies. This do¢sippear to be a viable option as
it creates a hierarchy of dispatch between sim#éahnologies based purely on the
level of external subsidy. In this context we ntitat offshore wind is likely to be
made available in significantly larger volumes tliaa onshore equivalent, and will
obtain a greater REFIT price than any other teatmol Under this proposal
therefore offshore wind would be dispatched ahdaallmther capacity on the grid
with the result that in periods of particularly lademand it might be (close to) the
only generation on the system. Not only do we aersthat this approach unfairly
prejudices other forms of renewable generation,nfrobjective reason, it in fact
promotes inefficient economic dispatch given thatispatches plant which requires
the greatest level of subsidy first. We do not supfhis approach.

Option 2(d) suggests dispatching at some othectéfeeprice. DWTE considers that,
as a matter of principle, it cannot be preferablebése dispatch on an ‘arbitrary’
price. There should be a specific and objectivéomate for the basis on which
dispatch is effected. In picking an ‘arbitrary’ q®iit is entirely unclear whether
priority dispatch will be correctly awarded or not.

1 The Consultation provides an example wherebynigicit cost of running a priority generator is thest of two-shifting
a CCGT. Without including priority dispatch units the scheduling algorithm it will be impossibledetermine whether it
may have been more economic to two-shift the CC@Tany event as a result of inter-temporal condsaor other
interactions between conventional (and non-congeat) units running in the same Trading Period.

10
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5.6

While we consider that absolute priority must be piheferred option for the dispatch
of renewable generation, we acknowledge that, withé class of units with priority
dispatch, it may be necessary in a given scenardifferentiate between a number of
units which each have priority dispatch and whidh rzot capable of being supported
by the system at the same time (including wherevtiieme of priority generation
exceeds system demand). This is considered furitiethe following section
concerning tie-breaks. In this context we notet tihamay also be possible to
prioritise having regard to system stability. Jastthe Renewable Energy Directive
provides for the counterbalancing of the right toofity access with system
requirements, it should be possible to differeptibetween classes of units with
priority dispatch based on the ability of the netwdo support the physical
characteristics of individual plant. In such a suém the stability and reliability of
the Facility should be acknowledged.

6. Tie Breaks (Consultation Section 4.13)

6.1

6.2

6.3

DWTE, in supporting absolute priority for hybriddai00% renewable generators,
notes that section 4.13 of Consultation considerdreaks between price taking

generator units. (We note the Consultation as ellafefers only to variable price

taking generator units). We support, in principllee proposal that price taking

generating units should submit decremental priaeg, that TSOs should constrain
down units based on an economic merit. As notedegltbe decremental price faced
by a waste-to-energy unit is objectively far in @xg of that faced by other renewable
units taking into account rules for the determimatof marginal costs set out in the
Bidding Code of Practice. DWTE would seek clarifioa that the decremental costs
used to determine a merit order in this instancal&wvbe marginal costs as bid by a
generator unit and not the implied / “effective” ngiaal costs to be determined by
the TSO under option 2(a) for priority dispatch ado

We note that decremental prices could also be isddtermine SMP where demand
is met by price takers (i.e. in Excessive Genenafiwents). However, as priority

dispatch units would continue to bid as price takare assume that DECPuh would
continue to equal zero for the purposes of calmgatonstraint payments.

We note that the proportion of renewable fuel hasnbmooted as a means of
differentiating/tie-breaking between plant typeshwpriority dispatch and the same
marginal cost. We consider that any subjective -balged approach should be
considered to be a last resort and to be applied ah objective economic or system
based approach. Assuming a subjective tie-breakhtmidtimately be required,
DWTE would support the prioritisation of hybrid tgiover those that make little or
no contribution to renewable targets. However, weuld caution that a purely
percentage based approach is unduly simplisti¢icpéarly in respect of waste-to-
energy facilities which offer benefits beyond theniibution to renewable targets
such as contributions to the achievement of LahDfilective and Kyoto targets. We
consider a holistic approach should be taken iabdishing any default dispatch
rules. We note that a waste-to-energy facility anty offers benefits in terms of
renewable, landfill and Kyoto targets, but it atdters security of supply benefits that
are at least equivalent to peat as it too reliearoimdigenous and local source of fuel.
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Quantity of Generation Paid PFLOOR/Determination of SMP when demand is met by
Price Takers (Consultation Sections 4.11 & 4.12)

7.1

7.2

7.3

We consider that decremental prices submitted ligepiakers could be used to
determine SMP when demand is met by price takensjest in any event to the
regulated floor price (i.e. the price should naiplbelow the floor).

We do not support the application of priority diggabased on implied effective bid
prices as outlined in Options 2(a) and 2(c) inisact.8 of the Consultation. As such
we do not support the use of ‘effective bid pricés’ determine PFLOOR. We
consider that this places an undue risk on prikgagenerators whose exposure in
this scenario (eg an SMP derived from the costvaf shifting a CCGT) might far
outweigh their economic incentive to continue tagrate.

We support the proposal in the Consultation thatghantity of generation charged
PFLOOR (or paid at the revised SMP set out abovehé event of an Excessive
Generation Event arising from an excess of PrickinbaGeneration should not
exceed System Demand. The MSQs of Price Taking i@eoe should, in such
circumstances be pro-rated down so that the tosantity is equal to System
Demand.

Allocation of Access Rights (Consultation section.8)

8.1

8.2

8.3

8.4

8.5

The Consultation proposes three options to dedi thié ‘over-allocation’ of Infra-
marginal rents fMRs”) behind export constraints. Each option permitfkk to be
allocated only to the amount of generation that thensmission system can
accommodate.

Option 1: Allocate IMR to cheapest generator behind an export constraint

Under this option the market schedule allocates I/dRhe “correct” quantity of
generation behind each export constraint by mouglixport constraints in the
market schedule. Generators behind export consdréiiren compete for the IMR
allocated to that export constraint.

This option has a number of drawbacks:

(@) It effectively creates a second merit order belarabnstraint. A unit may be
out of merit behind a constraint that would othsevbe in merit in SEM; and

(b) It creates an incentive for units at a particutaration to resist new entry in
their area as, particularly where the new unit remefficient, it prejudices
their access to the system, and effectively ustimgs (firm) access.

Option 2: Allocates IMR only to generators having firm access quantities

Assuming the system operator dispatches the sytsteninimise production cost this
option would mean that new, non-firm entrants (pfed they are cheaper than
existing units) are constrained on, receiving ahlgir bid prices until transmission
reinforcements are completed and they are allodatachccess.

This option is effectively a first-come first-sedv@ption. This is arguably a fairer
option than Option 1, particularly when the extrgmiong lead times for wind
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8.6

8.7

8.8

8.9

generator connections are considered and as thepgatess is based on a first-come
first-served process. We note however that thigoophay tend to increase SMP as
cheaper units without firm access will not haveeascto the merit order. This option
is not based on the least cost of production, anergvthe system operator dispatches
the system to minimise production cost this wibuk in increased constraint costs
for the market. This does however incentivise tadier completion of connection
works as a value (measured in constraint costs) lvdl placed on the cost of
connection delays.

We note that until DWTE obtains firm access to ttework (and provided it is

treated as ‘must-run’ for dispatch purposes) passible that under this option the
Facility may be considered to be ‘constrained drthere is another (even a more
expensive) unit with firm access behind the samestraint as the Facility. In this

scenario, DWTE would run (as a must-run unit, améuy event because the TSO
dispatches based on the least cost of productionwbuld not be included in the

market schedule. As such it would be considerebatee been constrained on and
would be ‘paid’ a constraint payment based onbits price. As DWTE has a

negative marginal cost however, it will have a rizgabid price and thus in fact be
‘paid’ (i.e. charged) a negative amount.

Option 3: IMRs are allocated first to units with firm access. Spare capacity on any
export constraint is then allocated to in-merit non-firm generation up to the limit of
the export constraint.

This option requires a three-stage process foukging the market schedule. It is
difficult to see whether the benefits of this oulgte the cost and complexity.

Equally, the inclusion of a non-firm generator giaaticular point (albeit only to the

limit of an export constraint) will displace a firgenerator at another point. It is not
clear what the principle underlying this option is.

Option 4 - Business as Usual - Variable Price Takers Alteration (Consultation
Section 4.10)

DWTE notes that the Consultation also proposesurtii option” which provides for
the continuation of the existing rules, albeit exted to include Variable Price Takers
(“VPTs"). The market rules currently limit access to tharket schedule to the
maximum of the actual dispatched quantity and FAotess Quantity FAQ”)
except in the case of VPTs. The RAs propose tharevimone of options 1-3 is
adopted, and the existing arrangements for allogdiRs behind export constraints
are retained, then VPTs should be limited in theketaschedule to the maximum of
actual output and FAQ (or MEC when infrastructuekg are complete and the VPT
becomes fully firm).

DWTE considers that this option has a number ofathges. In the first instance it
allocates IMRs to units which are needed by thevort (and therefore dispatched).
Secondly it tends to minimise the costs of produrct{by allowing cheaper units to be
included in the schedule) and so should result ioneer SMP than would arise if

only units with fully firm access were dispatchddhis option also incentivises the
development of more efficient units as units wdlvk to compete for network access
over their lifetime and the impact of new entry Iwilot be deferred by access
requirements. Finally this option requires mininchlanges to the TSC and to the
scheduling software, thereby minimising the costsarket participants.
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8.10

8.11

8.12

We note the Consultation argues that this opti@viges incorrect incentives in that:

€))] It will incentivise more expensive generators oa ittmport side of an export
constraint to only build BNE peakers as they wal displaced in the merit
order by non-firm generators for the duration of #xport constraint. As
such they will be paid as bid for their power andl wnly recover the
capacity costs associated with a BNE peaker.

(b) It will incentivise generators to invest in capgcihat is not, or not yet,
capable of being accommodated by the transmisgisters.

While we consider that such ‘incentives’ may existtheory, the nature of the
connection process in SEM (and in Ireland in paléig is such that units are not
capable of responding to these incentives. We éartbnsider that, over the lifetime
of a generator unit, incentives provided by anvitiial export constraint will tend to
be removed or dissipated over time in line withaek reinforcement in the area. As
such we do not accept that the selection or logatiba generator unit would be
driven by the existence of a network constraint.

From the foregoing DWTE considers that the allaratf access rights should based
on the approach set out in option 2 or option 4.

Conclusion

9.1

9.2

9.3

9.4

The development of efficient waste-to-energy féieti is a key element of Ireland’s
strategy for the achievement of energy and envienai policy objectives. While, as
noted in the Consultation, the RAs are not spedllfictasked to deliver renewable
energy targets, climate change objectives or wasliey objectives, it is appropriate
that the design of the SEM should continue to dpeedfectively in light of these
targets and allow such targets to be achieved ecimatly and efficiently with
continued security of supply. It is certainly regipropriate that the SEM design
should frustrate Ireland’s broader waste and cknchtange obligations.

DWTE will contribute to the achievement of nation@&newable energy targets
without any associated difficulties arising fromteirmittence. The Facility will offer
significant renewable baseload capacity, which Wélavailable consistently at low
cost, while acting as a cornerstone of Irelandspoase to its obligations under the
Landfill Directive.

As a result of regulatory restrictions on the operaof the unit and emissions from
the plant, the Facility should be regarded as mwstin the SEM. To this end,
DWTE wishes to participate in SEM as a predictgliee taker. As such, DWTE
wishes either to be classified as a hybrid generato alternatively proposes that
‘must-run’ units be specifically acknowledged isgtitch and permitted to register as
price takers in the TSC. DWTE considers that ndirdison should be drawn
between the treatment of hybrid generators andr athigewable generators with
priority dispatch. Any movement away from this apgerh would require careful
consideration of implications for the market, fbetappointment of intermediaries
and consequently for REFIT support.

DWTE considers that priority should be absolute] #mat the forms of ‘qualified’
priority mooted in the consultation would requihe tparticipation of renewables as
price making units. Again, any such reclassifiaataway from price taking would
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9.5

9.6

9.7

require careful consideration of the implicatioms REFIT. The RAs should also
consider carefully the appropriateness of providiotgh price and volume certainty,
to price makers with priority dispatch, albeit wekaowledge the risks associated
with this will be mitigated by the application d&fet bidding code of practice.

DWTE considers that a better option would be tovjg® absolute priority to
renewables/hybrid in the first instance, and thatbreaks between categories of
generation could be resolved by reference to sysegurity and decremental prices
submitted for that purpose only. A subjective roésed priority may be considered
for remaining tie breaks after application of thapproaches.

DWTE considers that the decremental prices subthftiethe purposes of tie-breaks
should be used to determine the SMP in the evemtnoExcess Generation Event,
subject to the overall regulated floor price. DW€ansiders that the quantity of
generation charged PFLOOR (or paid at the revidd®)Sn this event should not

exceed System Demand. The MSQs of Price Taking i@eoe should, in such

circumstances be pro-rated down so that the tosantity is equal to System
Demand.

Finally, DWTE considers that allocation of accegghts should be based on the
existing rules, albeit extended to encompass VPTSs.
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