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Executive Summary

Testing tariffs are applied to Units Under Test (UUT) in the Single Electricity Market (SEM) on the
basis of the MW capacity' of the generator unit. The tariffs are dependent upon the type of test
being carried out and the impact to system security. There are a number of costs that the
Transmission System Operators (TSOs) consider are appropriate for inclusion in the testing tariffs.
These costs relate to the additional operational reserve carried to maintain system security when a
unit is testing, the effect a UUT has on unit commitment decisions, and the costs incurred when a
UUT output drops very quickly.

Testing tariffs were approved for the 2020 calendar year, as follows:

1. Rates for High Impact Testing® (Tariff A%): Testing Tariff A consists of a Unit Commitment and
Reserve element. The Tripping element was removed with the introduced of the revised
SEM arrangements in 2018.

2. Testing Tariff for Low Impact Testing (Tariff B) remained set to zero. This was introduced as
part of the revised SEM arrangements in 2018.

The TSOs are committed to completing a review of the testing tariffs when there is sufficient data
available of generation units testing under the revised SEM arrangements. At present, there is still
insufficient data to complete a comprehensive review of the testing tariffs, especially in relation to
the impact of the testing of larger generation units. Therefore for 2021, the TSOs are recommending
no change to the testing tariffs, which were approved for 2020, apart from adjusting for inflation.
Taking into account the latest forecast inflation rates®, the TSOs recommend an updated inflation
rate of 0.55% in the calculation of the final tariffs.

! Also referred to as the Registered Capacity or Maximum Generation Capacity

2 High impact testing (Tariff A) is when new units are being commissioned on the power system for the first time, when
existing units require testing on returning from outages, and for testing which is determined to be high risk. The impact of
the UUT is an increase in the costs associated with maintaining system security.

Tariff A s applied for high impact testing and Tariff B is applied for low impact testing

% Central Bank of Ireland and the Office for Budget Responsibility in the UK both issued updated economic forecasts in July
(the most recent information available). See Table 2.
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1. INTRODUCTION

The Trading and Settlement Code (Part B°) requires the System Operators, if requested by the
Regulatory Authorities (RAs), to make a report to the RAs at least four (4) months before the start of

the year proposing values for the testing tariffs for the upcoming year.

For 2021 it is proposed to make no change to the testing tariffs, which were approved for 2020

(apart from inflation).

The TSOs received responses from the following parties:

Party Abbreviation
Bord Gais Energy BGE
Scottish and Southern Energy plc SSE

The TSOs welcome all comments received on the proposed testing tariff rates for 2021.

5 https://www.semcommittee.com/sites/semcommittee.com/files/media-files/SEM-17-

024c%20Trading%20and%20Settlement%20Code%20Part%20B8%20%28clean%29.pdf
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2. PROPOSED TESTING TARIFF RATES 2021 CONSULTATION RESPONSES

2.1  TSOs’ Proposal for Low Impact (Tariff B) Testing

As in 2020, the TSOs have assumed that the UUT will be balance responsible and therefore propose
that the Testing Tariff for Low Impact Testing (Tariff B) be set to zero.

2.2 TSOs’ Proposed Options for High Impact (Tariff A) Testing

The TSOs propose the following option, for High Impact Testing Rates (Tariff A), applicable for 2021,
as outlined in Table 1 below.

NOTE: the TSOs have assumed that no provision for the probability of a trip would be made in the
Testing Tariff and that any trips are levied automatically through the settlement system. This ensures
that UUT which do not trip are not unduly charged through the tariff.

This is the same as the existing Testing Tariff A i.e. the UUT pays for the additional Imperfection cost of unit
commitment as it is determined to be unreliable and may not meet its load profile.
Unit
Commitment
Imperfection The UUT will be dispatched so that no Uninstructed Imbalances should apply since the UUT is paying for
Costs additional unit commitment.

No SNDs will be levied, except if the unit trips unexpectedly.

Reserve
Imperfection
Costs

This is the same as the existing Testing Tariff A i.e. the UUT pays for the additional Imperfection cost of
providing reserve if it drives the system reserve requirement as the Largest Single Infeed.

System This is the same as the existing Testing Tariff A i.e. the UUT pays for the additional System Services cost for
Services the reserve paid to units which are providing the additional requirement. This is on the basis that the UUT
Reserve Costs drives the system reserve requirement as the Largest Single Infeed.

This proposes that no provision for a probability of a trip would be made in the Testing Tariff and that any
trips are levied automatically through the settlement system. This ensures that UUT which do not trip are not
unduly charged through the tariff.

Trip Charge
Costs

Table 1: Summary of Cost Recovery Proposal for High Impact (Tariff A) Testing

In the proposal, the TSOs outlined that it was their opinion that testing tariffs do not cover all of the
costs associated with generation units testing. For this reason, the TSOs committed to completing a
full review of testing tariffs once a complete dataset of testing within the revised SEM arrangements
is available. The TSOs stated that there is still insufficient data from generation units testing, to
finalise a comprehensive review, with definitive recommendations for 2021. This is especially the
case for the testing of large generation units, which are assigned to Tariff A (e.g. large units returning
from outage which are considered high risk). The TSOs committed to reviewing the data when it
becomes available.

In the Proposed Testing Tariff Rates 2021 paper®, the TSOs proposed to make no change to the
testing tariffs, which were approved for 2020, apart from adjusting for inflation at a forecast rate of
1.7%.

6 http://www.soni.ltd.uk/media/documents/Proposed-Testing-Tariff-Rates-2021.pdf
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2.2.1 Respondents’ Comments
There were two responses to the proposals, from SSE and BGE.

SSE expressed the view that there is incomplete justification and assessment to demonstrate the
need for increasing the testing tariffs in 2021. SSE stated that this was similar to the approach taken
for increases in GPIs and trip charges in the 2020/21 Other Services Charges (OSC) consultation.

SSE referenced the proposed incentive under PR5 to reduce Imperfection Charges. SSE stated that
the incentive mechanism for Imperfections Charges should ideally be isolated from decisions on
Testing Tariffs and OSC. SSE outlined that there should be no incentive for the TSO to utilise testing
tariffs to offset inefficient dispatch and balancing decisions, or system defects in central market
systems.

With regard to the TSOs’ opinion that testing tariffs do not cover the full cost impact of testing, SSE
stated that there is no evidence of this and asserted that charges to generators have continued to
increase since the introduction of I-SEM.

SSE outlined a number of recommended areas of review:

e  Whether inflation is an appropriate method for adjusting the cost of testing tariffs or
whether there is a more appropriate index/methodology available

e  Whether unit commitment costs are actually as high as modelled on the basis of observed
generator behaviour (large generators may choose not to sell energy in order to minimise
risk, allowing the auction to provide a committed unit for the TSO to re-dispatch)

e Whether other interactions through the Balancing Market (i.e. repayment of starts/no-
loads) act to offset some of the costs that the TSO has stated that they are seeing for units
under test and whether these mechanisms are appropriate for units that are already being
charged for testing

SSE stated that testing charges essentially impose the problem of the TSOs’ efficiencies onto
generators by levying this additional cost on them. SSE suggests that the starting point should be
realistic charges for consumers and then a review of market-based solutions.

SSE expressed their view that the application of trip charges and testing charges is wholly
disproportionate. SSE stated that units do not make any revenue during testing but are charged for
both trip charges and increased testing charges.

BGE outlined their view that testing tariffs shouldn’t be linked to the UUT’s registered capacity,
which doesn’t adequately meet the principle of cost-reflectivity. BGE outlined an approach whereby
the relevant tariff is applicable to the level of generation a UUT operates at during testing.

BGE supported the proposed unchanged testing tariff rates for 2021, but requested that in the
context of COVID-19, that the inflation rate should be close to flat depending on the scenario.

With regard to any future tariff review, BGE requested that full robust analysis and evidence
justifying any change, be included in the consultation. BGE also asked that a considerably longer
consultation period beyond the current two weeks is given for any new proposals.



3. TSOs’ Recommendation
The TSOs welcome all responses to the proposed Testing Tariffs for 2021.
3.1 Low Impact Testing

The TSOs are not recommending any changes for low impact testing and therefore propose that the
Testing Tariff for Low Impact Testing (Tariff B) remain set to zero. Should any UUT trip during low
impact testing, the UUT will continue to be automatically levied a trip charge through the automated
OSC settlement system.

3.2 High Impact Testing

With regard to SSE’s statement that there is incomplete justification and assessment to demonstrate
the need to increase the testing tariffs in 2021, the TSOs would like to highlight that there is no
proposed evidence-based increase in testing tariffs. The proposed increase in testing tariffs for 2021
is inflationary only. The TSOs stated in the Testing Tariff Proposal, that currently, there is insufficient
data to justify any change to testing tariffs. The TSOs will propose an evidence-based change to the
tariffs when there is sufficient data available to justify the change.

SSE referenced the proposed incentive under PR5 to reduce Imperfection Charges, requesting that
there should not be an incentive for the TSOs to use Testing Tariffs to offset inefficient dispatch and
balancing decisions. The TSOs cannot comment on the PR5 proposed incentive as this is the subject
of a separate consultation. SSE did not provide any details with regard to their reference to
‘inefficient dispatch and balancing decisions’. However, in response to the statement, the TSOs
would like to reiterate that testing tariffs exist to ensure that the end-consumer should not be
unfairly burdened with the cost of securing the power system during testing. These costs cannot be
forecasted in the annual Imperfections submission and are therefore recovered through testing
tariffs. Testing tariffs can also act as an incentive for the UUT to complete their testing in an efficient
and effective manner, with the outcome of reducing the impact on the cost of securing the power
system and thereby reducing costs for the end-consumer.

SSE also referenced the increase in Other System Charges (OSC) for 2020/21. The consultation for
OSC is complete, and is not associated with this proposal.

With regard to the TSOs’ opinion that Testing Tariffs do not cover the complete cost of testing, SSE
stated that they cannot currently see any evidence of this and that charges to generators have
continued to increase since the introduction of I-SEM. The TSOs would like to highlight that since the
introduction of the revised market arrangements in 2018, there has been a significant drop in the
cost of testing tariffs’. Testing tariffs were removed for low impact testing and trip charge
component was removed from high impact testing charges. As a result, trip charges no longer apply
universally, but only to those units which actually trip during testing.

The TSOs welcome the SSE submission of suggested areas of review and are committed to a testing
tariff review once a complete dataset is available. The TSOs are of the view that market-based
mechanisms for mitigating the cost of testing may be limited, but nonetheless should be
investigated, as part of any future comprehensive review. Any potential market-based methodology

7 https://www.semcommittee.com/sites/semc/files/media-files/SEM-18-
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would have to be flexible for the UUT and for System Operators during real-time dispatch, and
feasible within the market systems.

SSE stated that testing charges ‘“foists the problem of the TSOs’ efficiencies onto generators’. In the
absence of further detail on this point, the TSOs are unsure as to exactly what SSE was referring to.
However the TSOs can confirm that testing tariffs are used to ensure that the end-consumer is not
unfairly burdened with the increased cost of securing the power system during testing. The TSOs are
of the opinion that this cost should be levied on a causer-pays basis. The charges are not used by the
TSOs as a mechanism to impose unnecessary charges, but are a safeguard for the end-consumer,
while also acting as an incentive for efficient testing.

High Impact Testing can cause considerable disruption to the operation of an island power system, in
terms of ensuring a reliable and secure system for all users. In addition, the nature of generator
testing can be variable due to on-site issues, and thus requires a flexible mechanism incorporated
into real-time dispatch. Without this real-time flexibility, generator testing would become a
prolonged process, with associated increased costs for all users. The current process has proven to
provide the flexibility that is required by both the UUT and System Operators, while also protecting
the end-consumer.

SSE stated that they find it wholly disproportionate that UUT are exposed to testing charges and trip
charges, since units do not make any revenue during testing. The TSOs would like to highlight that
with the introduction of the revised market arrangements in 2018, the trip charge cost component
was removed from testing tariffs. Trip charges now only apply (via the normal settlement
arrangements) when a UUT trips. It is important to highlight that trip charges exist to mitigate the
cost impact of securing the power system when a UUT trips. It is not related to the revenue streams
of the UUT, and applies on a causer-pays basis regardless of a unit’s revenue streams. This ensures
that the end-consumer is not burdened with the additional cost triggered by a sudden loss of MWs,
when the TSO may have to dispatch generation out-of-merit to secure the power system.

BGE requested a more cost reflective testing tariff that is linked to MW output and not registered
capacity. The TSOs acknowledge this point and will consider it in any future, more comprehensive,
review of testing tariffs. The TSOs also acknowledge the need for evidence-based proposals, which
are clearly explained.

The TSOs agree that a longer consultation period would be required in the event of major changes to
the testing tariffs, as requested by BGE.

BGE requested for a revised inflation rate of close to flat depending on scenario. The Proposed
Testing Tariff Rate 2021 paper used an inflation rate that was consistent with the rate used for other
tariffs (i.e. 1.7%). However, since this proposal and feedback from BGE, the TSOs now recommend a
revised tariff rate of 0.55% which takes into account the latest forecast inflation rates. The Central
Bank of Ireland and the Office for Budget Responsibility in the UK, have both issued updated
economic forecasts in July 2020 (the most recent information available). The calculation of the
blended rate of 0.55% is outlined in Table 2. The methodology used for calculating the testing tariffs
is as per the I-SEM Testing Tariffs Decision Paper published on 10 May 2018°.

8 https://www.semcommittee.com/news-centre/i-sem-portion-2018-testing-tariffs-decision-paper
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Source 2021 Blended Rate Blended Rate
Methodology
OBR July 2020 | CPI 1.3% 1.3*25% 0.325%
Central Bank HICP 0.3% 0.3*75% 0.225%
July 2020
Blended Rate: 0.55%

Table 2: Proposed Blended Inflation Rate for 2021

The TSOs now propose the rates for high impact testing outlined in Table 3 below, are applicable in

2021.
High Impact Testing

MW Reserye System Resel"ve Unit Commitment Total

Services Cost Imperfection Cost €/MWh Charge

€/MWh €/MWh €/MWh

GEN <50 50 €- €- €0.70 €0.70
50 < GEN <100 100 €- €- €2.71 €2.71
100 < GEN < 150 150 €- €- €3.53 €3.53
150 < GEN < 200 200 €- €- €3.95 €3.95
200 < GEN < 250 250 €- €- €4.04 €4.04
250 < GEN <300 300 €- €- €4.11 €4.11
300 < GEN <350 350 €- €- €4.22 €4.22
350 < GEN < 400 400 €0.05 €0.04 €3.78 €3.88
400 < GEN <450 450 €0.24 €0.37 €2.72 €3.35
450 < GEN 500 €0.47 €1.09 €2.25 €3.80

Table 3: 2021 Proposed Testing Tariff Cost Components

For the purposes of the 2021 testing tariffs it is assumed that the revised SEM arrangements and
OSC will recover any unreliability of the UUT and any imperfections costs being passed through to
suppliers, arising as a consequence of UUT behaving unreliably, will be minimised.

The TSOs propose that any UUT which trips, should be automatically levied a trip charge, through
the automated OSC settlement system. This ensures that UUT which do not trip are not unduly
charged. No SNDs will be applied unless the unit trips.




4. SUMMARY

In summary, the TSOs recommend the following:

1. The TSOs recommend that Testing Tariffs for low impact testing (Tariff B) continue to be set
to zero, effective from 1 January 2021 to 31 December 2021.

2. For high impact testing (Tariff A), the TSOs recommend testing tariffs, as per Table 3 above,
effective from 1 January 2021 to 31 December 2021.

3. The TSOs may recommend re-introduction of Testing Tariffs for low impact testing (Tariff B)
and/or a tripping element for high impact testing (Tariff A) in future years, should material
imperfections costs arise in the revised SEM arrangements, as a consequence of UUT
behaving unreliably.

4. In addition the TSOs propose that:
a. Any UUT which trips, should be automatically levied a trip charge, through the
automated OSC settlement system
b. For low impact testing: SNDs would be applied as if the unit was in normal operation
c. For high impact testing: SNDs will continue to apply if a unit trips unexpectedly.



