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N INVI

ENERGY

Irish Busi Trading Number 490868
Lissarda Business Park, Lissarda, County Cork, Ireland

Telephone: 021 733 6034

Response to the Market Power Mitigation Consultation Paper (SEM-15-094

To: Gonzalo Saenz Joe Craig
Commission for Energy Regulation Utility Regulator
The Exchange Queen’s House
Belgard Square North 14 Queen Street
Tallaght Belfast
Dublin 24 BT1 6ED

Date: 12/01/2016

1. Introduction

Invis Energy welcomes the opportunity to provide feedback to the joint Regulatory Authorities in
relation to the consultation on market power mitigation measures. Invis Energy would like to
commend the RA’s intent to highlight and address the issue of market power in the I-SEM wholesale
market.

Invis Energy was established in 2011 as a joint venture between Invis Energy’s Renewable Energy
Fund and the Craydel Group, an Irish engineering company for the development, construction and
operation of onshore windfarms in Ireland. Invis Energy currently has 8ZMW across two wind farms
in operation, 65MW under construction and a substantial project pipeline of over 500MW
representing around a quarter of the windfarms expected to be built in Ireland through to 2020.

Invis Energy’s main concern in the I-SEM design is the vulnerability of the Balancing Market to the
influence of market power, and the adverse effects this could have on wind participants in
particular, who will likely be more exposed to imbalance costs due to their intermittent mature. As
competition will likely not be sufficient to encourage competitive bidding in the Balancing Market,
Invis Energy supports the implementation of prescriptive bidding controls based on short run
marginal costs calculated by the RAs in order to ensure fair imbalance prices.

2. SRMC Cost Calculation

Invis Energy supports the use of formulaic SRMC calculations as a tool to monitor the bidding
behaviour of I-SEM market participants and replace bids when required.

Invis Energy believes that greater clarity and detail will be required in the next stage of this
consultation on the calculation methodology the RAs intend to implement as part of I-SEM market
power mitigation measures.

While necessary, it is important that the bids calculated are accurate and represent the true cost to
generators when all other revenue streams are accounted for. Implementing formulaic SRMC
calculations could introduce the risk for error or misrepresentation, particularly in the calculation of
start costs. Invis Energy would have particular concerns that there would be opportunity for market
participants to overstate start costs due to the complexity in their calculation.

It is also that when calculating formulaic SRMC bids for participants, the regulators must realise that
many participants will be earning payments other than energy payments that will contribute to their
cost recovery, for example via reliability options and system services contracts. The RAs must be
wary of participants overstating start costs and other fixed costs in the energy market — costs that
may already have been covered by a reliability option fee, for example.

In summary, it is important that participants’ bidding activities are monitored on a holistic basis
across all I-SEM markets and mechanisms, as all these revenue streams will feed into the ultimate
costs recovery of participants’ assets.

3. Market Power Mitigation in the Balancing Market

There is no doubt that the Balancing Market will be the most susceptible to the threat of market
power exertion due to the small, physically constrained nature of the Irish power system. The
modelling analysis presented in the consultation paper confirms that this is the case. Wind
generators will likely be heavily present in the Balancing Market due to their intermittent nature and
forecasting errors. The market power mitigation measures chosen must work in parallel with the
overall balancing market design to ensure that the balancing market is liquid, competitive and
generates fair imbalance prices that do not unfairly punish all participants with imbalances.

Invis Energy believe all three options have merits, as explained below, but ultimately Invis Energy
supports Option 3, prescriptive bidding controls.

Option 1, MMU triggered Intervention, could provide enough gating incentive to market
participants provided that there is a zero-tolerance attitude to punishing participants who are
observed submitting abusive offers. If market participants feel that they are being closely watched
and will be penalised through offer replacement if caught, this could be sufficient to mitigate market
power abuse. This option would also likely be cheaper to implement than an automated monitoring
solution.

Option 2b, which involves adding automatic intervention functionality to the balancing market
flagging and tagging mechanism, also has merits. Invis Energy particularly support the
implementation of non-SRMC bid replacement for non-energy (constraint) actions. There is no
reason why market participants should be receiving uncompetitive prices for system constraint
actions.




