18 May 2010

Agreed Procedure Notification 

Mod_14_10 Excess Cash Collateral Drawdown Requirements
Notification:

As per Section 2.223 of the T&SC the Modifications Committee wish to notify the RAs of the proposed effective date for Agreed Procedure Mod_14_10 to be Friday May 21st 2010.  
 
The Modifications Committee recommended the following changes to the original proposal Mod_14_10 as presented at Meeting 27.
Meeting Minutes extract

Actions
· Legal drafting of AP Notification to include wording “or sterling equivalent” in place of “£25”

· Legal drafting to include “or other exceptional circumstances” as advised by the SEMO Member

The following was noted in the minutes of the meeting
· MO Member advised that this Modification Proposal  clarifies  the process for using excess cash collateral to pay invoices. 

· The proposal also provides a correction to the email address used by Participants and the numbering of the Procedural Steps in Section 3.5.2 of AP9.

· Discussion around the transaction cost amount as to whether the figure of €25 was too low.

· Members expressed a preference to refer to the sterling equivalent.

· SEMO requested  the inclusion of additional wording to enable the MO to approve the use of the Excess Cash Collateral Drawdown option in other exceptional circumstances.
Legal Drafting
3.5 USING EXCESS CASH COLLATERAL TO PAY OUTSTANDING INVOICES

3.5.1 Overview

A Participant may request the Market Operator (MO) to use cash in its cash collateral account that is excess of its Required Credit Cover ("Excess Cash Collateral") to make payment of outstanding Invoice amounts. 

This mechanism is provided to give additional flexibility in exceptional circumstances. It should not be considered a replacement for the normal payment processes mechanisms outlined in section 2.5 of Agreed Procedure 17. Examples of exceptional circumstances include:

(a) Invoice amounts being less than €25 or sterling equivalent depending on the respective currency.
(b) where a Participant does not usually make payments into the market for Invoices (e.g. Generators making Resettlement Invoice payments).

The following invoice type will be excluded from this provision: Fixed Market Operator Charge(FMOC). 
The MO will require the Participant to give written instruction to use the funds from their Excess Cash Collateral to make payment by sending an email to the MO Market Helpdesk mailbox: MarketHelpdesk@sem-o.com. 
This e-mail must be received two Working Days prior to the invoice due date. 
The email subject should read: REQUEST: PT_X000YY - Payment using Excess Cash Collateral 

The email must  specify:

· Participant's Account ID (e.g. PT_X000YY)

· Invoice Number to be Paid

· Amount to be Paid

The MO will check the credit position of the Participant based on the most recent Credit Cover Report, as at the date and time of receipt of the email request.  The MO will check from the Credit Cover Report that making payment on the outstanding Invoice will not cause the Participants Posted Credit Cover to drop below the Required Credit Cover, and that the full amount to be paid can be taken from the Participant's Cash Collateral Reserve Account.

· If the Participant has Excess Cash Collateral the MO will transfer money from the Participants Cash Collateral Reserve Account to make payment of the specified outstanding Invoice.

· If the Participant has insufficient funds then the request will be denied. 

The MO will reply to the email request irrespective of the outcome of the check, by the next working day after the receipt of the email request, to confirm whether the payment can be made or not from Excess Cash Collateral. 

Should the request be denied, the Participant is still under obligation to make payment, by the due date and time, as defined in the Code.

Note: Given the response time defined above, the Participant must have submitted their request to use Excess Cash Collateral 2 working days before the due date of the Invoice, in order to ensure a valid request will be processed in time. 

3.5.2 Procedural Steps - Using Excess Cash Collateral to Pay Outstanding Invoices
	#
	Procedural Step
	Timing
	Method
	By/From
	To
	Linkage

	C7.1
	Participant emails Market Operator with request to pay outstanding Invoice using Excess Cash Collateral
	Whenever Required - at least two working days before Invoice Due Date
	Email
	Participant
	Market Operator
	

	C7.2
	a) Check if invoice is for Fixed Market Operator Charge (FMOC)
· If invoice is FMOC jump to step C7.3. 
b) Check if  amount is less than €25 or sterling equivalent.
· If less than €25 or sterling equivalent,  continue with c) 

· If greater than €25 or sterling equivalent,  is it a Generator Resettlement Invoice or other exceptional circumstance? 
· If yes, continue with c)
· If no, jump to step C7.3. 
c) Compare request against:

1) Total Cash Collateral Available for Participant prior to the email request date and time.

2) Posted Credit Cover from latest Credit Cover Report available prior to email request date and time.

· If available cash collateral is sufficient and the transfer request will not result in Credit Cover Breach. Then continue from C7.4

· If available cash collateral is insufficient or the transfer request will result in a Credit Cover Breach then continue with C7.3
	By 17:00 next WD after request 
	Email
	Market Operator
	
	

	C7.3
	Issue a reply email to Participant stating that request has been declined and that alternative method of payment must be made. End of Process.
	By 17:00 next WD after request
	Email
	Market Operator
	Participant
	

	C7.4
	Issue a reply email to Participant stating that request has been approved.
	By 17:00 next WD after request
	Email
	Market Operator
	Participant
	

	-C7.5 
	Perform transfer of cash from Participant's Cash Collateral Reserve Account to required Market Account
	By Invoice payment deadline
	
	Market Operator
	
	

	-C7.6
	Reconcile payment to outstanding Invoice.
	By Invoice payment deadline
	
	Market Operator
	
	


