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	Modification Proposal Description
Clearly show proposed code change using tracked changes, & include any necessary explanatory information 

	Deposit Arrangements

6.17A
The Market Operator shall, through its contract with the SEM Bank, establish and operate in accordance with the Code:

1. a sterling SEM Deposit Account corresponding with the sterling SEM Trading Clearing Account and the sterling SEM Capacity Clearing Account;


2. a sterling SEM Deposit Account corresponding with the sterling SEM Collateral Reserve Accounts

to which all sums standing to the balance of each such SEM Trading Clearing Account and SEM Capacity Clearing Account shall be transferred real time and from which all such sums shall be retransferred to the respective SEM Bank accounts on a real time basis to meet outgoing transactions to meet the requirements of the Code.

6.17B
Each SEM Deposit Account shall be an interest bearing account and shall be opened and maintained at the SEM Bank in Ireland.
Glossary

SEM Deposit Account:

means the account or accounts in the name of the Market Operator (holding as trustee on the trusts set out in Section 6) with the SEM Bank to allow cash pooling arrangements across SEM Bank accounts.



	Modification Proposal Justification
Clearly state the reason for the Modification & how it furthers the Code Objectives 

	The rules set out in the Trading and Settlement Code strictly govern what the Market Operator can do with respect to monies that are the subject of the trusts established pursuant to Section 6. The net effect is that SEMO is only permitted to withdraw funds from the SEM Capacity and Trading Clearing Accounts to settle the market and not for other purposes (save for the minor exception where it may withdraw funds that it has introduced by way of Balancing Costs).

As currently structured, on a strict reading of the Code (Sections 6.16.2 and 6.17.2) it requires that the relevant SEM Capacity and SEM Trading Clearing accounts in Pounds Sterling must be established at a branch of the SEM Bank in Northern Ireland and that it is from these that the Trading and Capacity Payments must be made. This means that substantial amounts of money are regularly held in sterling at Northern Bank being the relevant subsidiary of Danske Bank (the SEM Bank).

Whilst it is clear that Northern Bank of itself meets the eligibility requirements of the Code (under Section 6.15), recent developments in the banking arena resulting from the current economic climate have meant that whilst National Irish Bank (the SEM Bank branch in Ireland) benefits from the guarantee given by the Danish Government in relation to bank deposits in branches of Danske Bank, Northern Bank is not within the similar guarantee scheme as it is a subsidiary as opposed to a branch. Neither are the funds held with Northern Bank covered by the UK Government scheme as SEMO as a customer is deemed to be a large customer and thus not covered. There is therefore some theoretical exposure were Northern Bank to come into financial difficulty in as much as there would be no fall back guarantee for deposits. Whilst there is no suggestion that Northern Bank is suffering such a financially difficulty, SEMO nevertheless felt it prudent to consider a modification to the Code that would allow that risk to be mitigated by enabling market money to be held within National Irish Bank in sterling pending settlement of the market.

The mechanism is one where a “mirror” account is opened at National Irish Bank into which funds will automatically be transferred by the SEM Bank pending their being required for settlement. This is essentially an internal bank transfer that allows funds to be transferred quickly, and at minimal cost,  in order to meet the settlement timetable whilst at the same time mitigating any additional risk by minimising the time that funds are held with Northern Bank.

The impact on Participants and on SEMO systems should be negligible as should the cost of implementation. Whilst therefore this is covering a relatively remote risk, since it can be dealt with by a simple intra-bank transfer arrangement, SEMO believes that it would be prudent to deal with it in the manner suggested.

Legal drafting has been set out in this proposal introducing changes that SEMO anticipates would make clear that it would be permitted to make the required transfers, however it is liaising with the SEM bank to clarify precisely the mechanism and timing of the automatic transfer and if necessary will amend that drafting so that it reflects precisely the mechanism of the transfer if this should be required.

Objectives of the Code

The proposed modification would fulfil the following objective of the Code:

“1.3.2.
to facilitate the efficient, economic and coordinated operation, administration and development of the Single Electricity Market in a financially secure manner”.



	Implication of not implementing the Modification
Clearly state the possible outcomes should the Modification not be made , or how the Code Objectives would not be met


	

	Please return this form to Secretariat by e-mail to modifications@SEM-O.com




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 Section 2 of the Code (and Agreed Procedure 12), which I have read and understand, I agree as follows:

1.
I hereby grant a worldwide, perpetual, royalty-free, non-exclusive licence:

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

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;

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.

