TYNAGH ENERGY

Philip Newsome Jean-Pierre Miura

Commission for Energy Regulation Utility Regulator '
The Exchange Queens House

Belgard Square North 14 Queen Street

Tallaght Belfast

Dublin 24 BT1 6ED

Ref: TEL/DV/14/055
4™ April 2014

RE: Integrated Single Electricity Market (I-SEM) High Level Design for Ireland and
Northern Ireland from 2016 Consultation Paper (SEM-14-008)

Dear Sirs,

Tynagh Energy Ltd (TEL) welcomes the opportunity to respond to the Integrated Single

Electricity Market (I-SEM) High Level Design for Ireland and Northern Ireland from 2016

Consultation Paper. As a member of the Electricity Association of Ireland (EAI), TEL supports

the collective response of the association.

TEL hopes that these suggestions prove constructive to the process and look forward to |

further positive engagement with the RAs and the SEMC. '
Yours sincerely
/

David Vaughan
Commercial Risk and Regulatory Manager

Enc. Integrated Single Electricity Market (I-SEM) Consultation Response Tynagh Energy Ltd

The Crescent Building, Northwood Park, Santry DIRECTORS

Dublin 9 Mr John Cote (USA), Mr Gerald Friel (USA)
IRELAND Mr Bran Keogh (IRE), Mr Diarmuid Hyde (IRE)
TEL: +353 (0) 1 857 8700 Mr Arif Ozozan (BE)

REGISTERED NUMBER: 378735
Fax: +353 (0) 1 857 8701



1 CONSULTATION QUESTIONS

l 1.1 RESPONDENT DETAILS

COMPANY Tynagh Energy Limited

CONTACT DETAILS David Vaughan
Commercial Risk and Regulatory Manager

Tynagh Energy Limited

The Crescent Building,

Northwood Park, Santry,

Dublin 9

Tel: +353 (0)1 857 8700

Email: d.vaughan@tynaghenergy.ie

MAIN INTEREST IN | Tynagh Energy Ltd is a registered market participant in the SEM with a
CONSULTATION 400MW Combine Cycle Gas Turbine.

1.2 GENERAL COMMENTS

Forwards Market

There is a requirement for suppliers to be able to hedge prices in the forward time
frame to manage risk and offer competitive fixed rate supply contract to customers.
The forward market that exists in the SEM is illiquid. Currently ESB has a controlling
stake in the Forwards market in the SEM due to the size of its high merit generation
fleet. This high merit fleet consists of Moneypoint, Aghada, Dublin Bay Power, Lough
Ree and West Offaly totaling 1,919 MW of a conventional fleet of 8516MW or
22.5%. Even following the sale of Lough Ree and West Offaly ESB’s high merit
generation will consist of 19.8% of the fleet. ESB is able to extract a premium in the
forwards markets which is in excess of €5/MWh compared to the production costs of
its CCGT peers.

Volume Risk

Trading of a CfD is predicated on the assumption that the generator who sold the
CfD will be included in the Day-Ahead schedule and will have revenue from which to
settle the difference payment with respect to the CfD. If this generator is excluded
from the market schedule then trading the CfD becomes loss making i.e. the
generator will be required to pay out on the CfD whenever the market price exceeds
the strike price in the CfD but will have not received any revenue from which to pay
these difference payments.

The current market design which involves three part commercial offer data and
technical offer data results in significant volume risk for generators. Fierce
competition between CCGTs can result in a generator being excluded from the
market schedule on very tight margins but the impact of uplift can increase the SMP

TYNAGH ENERGY LIMITED

The Crescent Building, Northwood Park, Santry, Dublin 9, IRELAND
TEeL: +353 (0) 1 8578700 @ Fax: +353 (0) 1 8578701



above the cost of generation of the excluded CCGT. Where this SMP is above the
strike price of any CfD the excluded CCGT would be exposed to volume risk i.e. they
would be required to pay out on the CfD but have not received revenue to back this
off against. It would not matter in this instance whether the CfD was a one-way or
two-way CfD. Without dealing with the volume risk that is inherent in the SEM CfD
market at present then ESB will continue to have a controlling stake in the forwards
market and there will be no competition from other generators. This lack of
competition is to the detriment of consumers.

TYNAGH ENERGY LIMITED
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