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T&SC Modifications Committee

Final Recommendation Report (FRR)
Mod_63_08:
Market Audit Process Correction
Version 1.0
23rd Feb 2009

1. Background
This Modification Proposal was raised by the Regulatory Authorities on 11th November 2008 and presented at Meeting No 18 on 01st  December 2008. It was Recommended for Approval by unanimous vote at this Meeting.

2. Purpose of Proposed Modification
2a. Justification for Modification (from Original Modification Proposal Form)
The Code currently requires that the Regulatory Authorities shall specify the terms of reference for the audit of the operation and implementation of the Code and of the trading arrangements four weeks in advance of the commencement of the audit period which shall normally be a calendar year.  It is clear that such a process is a material inconsistency in the Code since it does not permit that any account is taken of one year’s audit before the specification of the terms of reference for the following year.  

2b. Impact of not implementing a solution
If this inconsistency in the Code is not corrected, the Regulatory Authorities will be expected to take the unreasonable action of determining the terms of reference for the next audit period or Year before it has been possible to give proper consideration to the Audit Report for the current audit period.

3. Development Process
The Modification was proposed by the RAs on November 11th 2008. It proposes a change to Section 2 of the T&SC.
4. Assessment of Alternatives
No alternatives were considered.
5. Consultation

This Modification was not subject to a consultation.
6. Implementation Timescale, Costs and Resources
The proposed Implementation date is on the next Working Day after the day on which the RA Decision is made. It is proposed that this Modification is made on a Settlement Day basis. There are no system implications.
7. Impact on Code Objectives
.  The correction of this material inconsistency will better facilitate the achievement of objective 1.3.2 vis: “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


There are no impacts on other Codes/Documents
9. Modifications Committee views

This Modification was discussed at Meeting 18 of the Modifications Committee on Dec 1st  2008. 
· The proposer explained the Modification

· This Modification seeks to correct an inconsistency in the Code such that the RAs will be expected to take the unreasonable action of determining the terms of reference for the next audit period or Year before it has been possible to give proper consideration to the Audit Report for the current audit period
· The RAs propose to consult within 2 months following the publication of the Market Audit report
· A Member suggested “at least 4 months after end of period” 
· The RAs agreed 4 months from the end of the audit period
· There were no objections to going to a vote on this Modification
This Modification was ‘Recommended for Approval’ by the Modifications Committee Unanimously with a vote as follows:

T Gill, E Chukwureh, J Sheedy, G Blaney, D O’Connor, E Maguire, R Mullan, S Walsh
Please see Section 6 for Implementation timescale.

10. Proposed Legal Drafting

[Change-marked drafting for the relevant parts of the Code for the proposal that the Committee is recommending i.e. not necessarily that originally proposed]
No change from original proposed
11.  Legal review
Legal Comment: This modification seems to be reasonable and necessary to make the process work. My only thought was whether 2.135 should set some time parameters around the consultation, both in terms of the RAs commencing the consultation and Parties responding. This would ensure that the terms of reference could be set within a sufficient time period to allow the auditor to be appointed and to commence the audit, which appears to be the reason for the current provision.

Appendix 1 – Original Proposal
	MODIFICATION PROPOSAL FORM


	Submitted by:
	Date Proposal recieved by Secretariat:

	Type of Proposal
 (delete as appropriate)


	Number:                                        (to be assigned by Secretariat)                

	Philip Newsome on behalf of the Regulatory Authorities


	12th Nov 2008


	Standard
	Mod_63_08

	Contact Details for Modification Proposal Originator


	Name:
Philip Newsome
	Telephone number:
0 1 4000 800
	e-mail address: pnewsome@cer.ie

	Modification Proposal Title: 

	Market Audit Process Correction

	Trading and Settlement Code Change
	Section(s) affected by Modification Proposal

	Code
	Section 2 only



	Version Number of the Code/Agreed Procedure used in Modification drafting:   4.4


	

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

	2.133
The Market Auditor shall conduct an audit of the Code, its operation and implementation and the operations, trading arrangements, procedures and processes under the Code at least once a Year.  

2.134
The annual period covered by the audit shall be 1 January to 31 December unless the terms of reference specify a different period. 

2.135
The Regulatory Authorities shall consult with Parties on the terms of reference for the audit following the publication of the Audit Report for the previous year or audit period at least 10 weeks in advance of the commencement of the audit period.
2.136
The Regulatory Authorities shall specify annually the precise terms of reference for the audit following the consultation process set out in paragraph 2.135 and in sufficient time to enable the Market Auditor to complete the work in a timely manner  weeks in advance of the commencement of each Year of the audit or audit period if different, and shall publish the terms of reference before the commencement of each Year or the audit activities period if different.
Explanation: Paragraphs 2.133 and 2.134 do not need to change but are included above to show the complete picture.  The intention of the changes to 2.135 and 2.136 is to ensure that the Audit Report on any year can be used as a input to the consideration of the terms of reference for the audit in the following year.  In order to achieve this objective, the deadlines for the consultation and for the specification of the terms of reference which relate to the year of the audit must be removed.



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

	The Code currently requires that the Regulatory Authorities shall specify the terms of reference for the audit of the operation and implementation of the Code and of the trading arrangements four weeks in advance of the commencement of the audit period which shall normally be a calendar year.  It is clear that such a process is a material inconsistency in the Code since it does not permit that any account is taken of one year’s audit before the specification of the terms of reference for the following year.  The correction of this material inconsistency will better facilitate the achievement of objective 1.3.2 vis: “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


	If this inconsistency in the Code is not corrected, the Regulatory Authorities will be expected to take the unreasonable action of determining the terms of reference for the next audit period or Year before it has been possible to give proper consideration to the Audit Report for the current audit period.



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



Appendix 2 – Alternative & Combined Proposals

N/A
Appendix 3 – Working Group Report
N/A
Appendix 4 - Impact Assessments
N/A
Appendix 5 - Consultation Responses 
N/A
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