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Our Ref: 38082
Trading and Settlement Code Modifications Committee

C/O Marie-Therese Campbell
SMO Modifications Committee Secretariat
The Oval

160 Shelbourne Rd

Dublin 4
SEM Committee Decision for the Regulatory Authorities in relation to Mod_58_08 (Recommendation Report FRR_58_08)

Dear Marie-Therese,

On 27th January 2009, the Modifications Committee submitted its Modification Recommendation Report with regard to a Proposed Modification, Mod_58_08 (Using Excess Cash Collateral to Make Payments) in accordance with paragraph 2.231 of the SEM Trading and Settlement Code (the Code).  

This Modification, proposed by the Market Operator, seeks to permit participants to use excess cash collateral in order to make payments on outstanding invoices. In particular, the proposal will have the effect of reducing the costs of SEM transactions and removing uncertainty around small payments as the transfer process between SEM bank accounts are not subject to bank charges and are instantaneous. Further, the Modifications Committee notes that the current payment process alone is inefficient and that there is a continuing risk of payment default with small value payments and SEM Creditors exposed to a slightly less collateralised market when defaults occur; this situation is exacerbated with the commencement of M+13 resettlement. The Modification doe not entail any system changes, though would involve a slight increase in the Market Operator’s workload, such an increase is considered by the Market Operator to be manageable within present resource constraints providing the use of excessive cash collateral for payments is limited to two requests per invoice run.  The proposed legal drafting places no limits on the number of such requests.  The SEM Committee therefore judges it necessary to make clear that, in approving this Modification Proposal, it is not approving any change to the Market Operator’s resources should the demand for the use of excessive cash collateral be large.  Any such issues will be dealt with by the RAs as a part of the Market Operator price control process.
The SEM Committee notes that the Modifications Committee determines that this modification furthers the Code objective to ‘facilitate the efficient, economic and coordinated operation, administration and development of the Single Electricity Market in a financially secure manner’. The SEM Committee further notes that the Modifications Committee voted unanimously to recommend this proposal to the Regulatory Authorities (RAs) and that it should be implemented on the second day after the day on which the RA decision is made. The Modifications Committee recommends that the modification should be made on a Settlement Day basis.   The SEM Committee notes however that the legal drafting for the new paragraph 6.39.4 does not specify the account from which amounts should be transferred.  The paragraph should read:
“the Market Operator shall transfer from the relevant Collateral Reserve Account an amount specified by the Participant, in order to make payment on any outstanding Invoice for such Participant, within one Working Day after a written request from such Participant (exclusive of the day of the request) providing that such Participant at all times maintains its Required Credit Cover.”

Considering the above, and in accordance with paragraph 2.218 of the Code, the SEM Committee decides that a modification be made in accordance with the Final Recommendation Report of the Modifications Committee (FRR_58_08), for the avoidance of doubt, based upon the legal drafting set out in section 10 of that report.  The Regulatory Authorities therefore direct that the modification as set out in FRR_58_08, with the changes set out above, be made on a Settlement Day basis with effect from the second working day after the date of this letter.

Yours sincerely,
_________________







Sheenagh Rooney



Manager – Wholesale Electricity Market
