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1. Background

Modification submitted on 7th July 2008


Discussed, Voted on and Recommended for Approval at Meeting 15.
2. Purpose of Proposed Modification

Mod_32_08 seeks to change the code in order that the application of VAT in SEM is consistent.

Proposed change is to T&SC V4.2, Clause 6.264

2a. Justification for Modification


Market Operator Charge Invoices do not contain VAT rates for Participants and shall not 
include 
a blended VAT rate.  Instead, they contain the prevailing VAT rate for the relevant Jurisdiction.  
As a result, Variable Market Operator Charge and Fixed Market Operator Charge 
Invoices should be excluded from the provisions in 6.264 of the Code.


2b. Impact of not implementing a solution


If the proposed changes are not implemented, the provisions of 6.264 will not be 
consistent with 
the application of VAT in SEM and the established and accepted 
format of Market Operator 
Invoices.

3. Development Process

Proposal submitted by: Jonathan Jennings (jonathan.jennings@eirgrid.com)

Submitted on: 7th July 2008


Discussed at Meeting 15 on 28 July 2008


Voted on at Meeting 15 on 28 July 2008


Recommended for Approval at Meeting 15

4. Assessment of Alternatives
None considered
5. Consultation


N/A
6. Implementation Timescale, Costs and Resources

This modification should be made on a Settlement Day basis.

The Implementation Date of the Proposal should be 1 Working Day after the date of issue of the RA Decision.
7. Impact on Code Objectives


The Code objectives which are furthered in the case of this Modification Proposal are Code objectives 
1.3.(1) and 1.3.(2):

1. to facilitate the efficient discharge by the Market Operator of the obligations imposed upon it by its Market Operator Licences; 
2.  to facilitate the efficient, economic and coordinated operation, administration and development of the Single Electricity Market in a financially secure manner;
8. Impact on other Codes/Documents


None
9. Modifications Committee views

A clarification was sought by a Committee member on implication that it should apply to the VAT 
agreement, excluding those invoices. 


The MO Member clarified that the invoices are not being excluded from the VAT agreement and 
that this proposal amends the code and reflects that VAT agreement. There is no conflict 
between the two documents.


The Chair added a further clarification that the MO charges, fixed and variable should be 
charged at the relevant jurisdictional rates.

The Committee Recommended this Modification for Approval: Unanimous

Votes in favour: 7 votes - T Gill, G Blaney, S Walsh, W Steele, J Sheedy, R Mullan, E
Chukwureh
10. Proposed Legal Drafting


6.264
Pursuant to the VAT Agreement, the Market Operator shall prepare Invoices, Self Billing Invoices and, when appropriate Debit Notes including VAT applied at a rate determined in accordance with Agreed Procedure 15 “Invoicing”, based upon the Currency Zone of the Generator Units or Supplier Units of the Participant concerned (excluding those Invoices that relate only to Fixed Market Operator Charges or Variable Market Operator Charges).  Such VAT rates shall be as below.

1. For Supplier Units in the Northern Ireland Currency Zone – the relevant Northern Ireland VAT rate;

2. For Generator Units in the Ireland Currency Zone – the relevant Ireland VAT rate;

3. For Generator Units in the Northern Ireland Currency Zone – an appropriate blended VAT rate calculated as set out in Agreed Procedure 15 “Invoicing”; and

4. For Supplier Units in the Ireland Currency Zone – a second blended VAT rate calculated as set out in Agreed Procedure 15 “Invoicing”.

11. Legal review

Section 6.264, after the words "Operator Charges", the words:

"which shall bear VAT at the applicable rate for the Jurisdiction"
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	Trading and Settlement Code section(s) affected by Modification Proposal

	T&SC V4.2, Clause 6.264

	

	

	Modification Proposal Description                                                                                                                                            Clearly state the desired amendment and all text formula changes to the code and/or Attach further information if necessary

	

	

	6.264
Pursuant to the VAT Agreement, the Market Operator shall prepare Invoices, Self Billing Invoices and, when appropriate Debit Notes including VAT applied at a rate determined in accordance with Agreed Procedure 15 “Invoicing”, based upon the Currency Zone of the Generator Units or Supplier Units of the Participant concerned (excluding those Invoices that relate only to Fixed Market Operator Charges or Variable Market Operator Charges).  Such VAT rates shall be as below.

1. For Supplier Units in the Northern Ireland Currency Zone – the relevant Northern Ireland VAT rate;

2. For Generator Units in the Ireland Currency Zone – the relevant Ireland VAT rate;

3. For Generator Units in the Northern Ireland Currency Zone – an appropriate blended VAT rate calculated as set out in Agreed Procedure 15 “Invoicing”; and

4. For Supplier Units in the Ireland Currency Zone – a second blended VAT rate calculated as set out in Agreed Procedure 15 “Invoicing”.



	 Modification Proposal Justification                                                                                                                                           Clearly state the reason for the Modification. Attach further information if necessary

	

	

	Market Operator Charge Invoices do not contain VAT rates for Participants and shall not include a blended VAT rate.  Instead, they contain the prevailing VAT rate for the relevant Jurisdiction.  As a result, Variable Market Operator Charge and Fixed Market Operator Charge Invoices should be excluded from the provisions in 6.264 of the Code.

This modification aims to further objective 1.3.5 of the Trading and Settlement Code by clarifying that invoices for Market Operator Charges do not include the bended VAT rate.

"1.3.5 to provide transparency in the operation of the Single Electricity Market"


	

	

	

	

	Implication of not implementing the Modification

	If the proposed changes are not implemented, the provisions of 6.264 will not be consistent with the application of VAT in SEM and the established and accepted format of Market Operator Invoices.
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