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	Section 1 

(a) Summary of Modification Committee Recommendations

	Mod_21_07 seeks to revise the Code to remove the automatic renewal clause in the Standard Letter of Credit contained in Appendix A of the Trading & Settlement Code and replace it with an explicit expiry date which is in line with current banking practice.
Recommendation Summary 
Having considered the Proposed Modification at the abovementioned Meeting, the Modification Committee recommends 

1. The Proposed Modification should be Made, subject to to change of wording in Section 6.612 proposed at the meeting
2. With Implementation date of 30TH September 2007


	(b)  Rationale behind Modification Committee Recommendations

	If this Modification is not made, certain Participants will not be able to put in place their initial LOC with banks and will be in breach of their obligations under the Code.


	Section 2
(a) Summary of Impacted Parties
	Detail of impact

	Generators
	Y
	

	Suppliers
	Y
	

	TSO
	N
	

	MO
	N
	

	PES
	N
	

	(b) Summary of Impacted Documents/Systems
	Detail of impact

	Code Provisions
	Y
	Y, Appendix A section A.1 Condition 2

&

Section 6.192 1 b.

	Business Processes
	N
	

	Legal requirements
	N
	

	Grid Code
	N
	

	Other
	N
	

	Systems
	N
	

	(c) Proposed Modification (Original Draft)
This section contains the text of the original draft of the modification proposal

	Modification Proposal Description                                                                                                                                            
The intention of this Modification Proposal is to remove the automatic renewal clause in the Standard Letter of Credit contained in Appendix A of the Trading & Settlement Code and replace it with an explicit expiry date which is in line with current banking practice. This modification requires the following amendments to the Trading & Settlement Code:

Appendix A Standard Letter of Credit

· Insertion of the following definition - “Expiry Date” means the last date on which this Letter of Credit may be presented for value at the Issuing Bank being the XX day of MONTH 20XX.

· Condition 2 is deleted and replaced by the following proposed wording: ‘This Letter of Credit shall expire on the Expiry Date and our obligations under this Letter of Credit shall also expire on that date.’
· Condition 3 is amended to include the following wording ‘and must be presented to the 

Issuing Bank on or before the Expiry Date.’

· The current Condition 4 is amended from ‘Dublin or Belfast’ to read ‘Dublin and Belfast’.
Section 6.162 

Section 6.162 1 b is modified to ensure that there is a replacement letter of credit has been put in place before in place before the expiry date of the existing letter of credit.  Proposed change (in red) as follows:

6.162  Each Participant must maintain its Credit Cover with a Credit Cover Provider. The    acceptable forms of Credit Cover which Participants can post are:

1. 
an irrevocable standby Letter of Credit which:


a.   shall be issued by a Credit Cover Provider fulfilling the Bank Eligibility Requirements 
 set out in paragraph 6.163 below;


b.   shall be in the form attached in Appendix A “Standard Letter of Credit” and shall be for a minimum duration of 12 months.  At least 30 days before expiry of the current letter of 
credit the Participant must put a replacement letter of credit in place, with an effective date starting from the date following the date of expiry of the current letter of credit;  and,


c. shall be capable of being paid out for Same Day Value following a Credit Call;
Modification Proposal Justification                                                                                                                                           
ESBCS has been informed by its banks that :In relation to condition 2 above an ‘ever green’ clause i.e. automatic extension is not acceptable to banks and they require a explicit expiry date

Implication of not implementing the Modification

 Participants will not be able to comply with 6.162 of the Code

	(d) Proposed Modification (Recommended for Approval by Committee)

This section contains the text of the Approved version of the modification proposal, if different from above

	Here is the text of  Version 2 of Mod_21 proposed by ESB PGEN: extend time of LOC renewal provision from 30 Days to 60 days.This will enable participants LOC to be put in place initially.
Appendix A Standard Letter of Credit

· Insertion of the following definition - “Expiry Date” means the last date on which this Letter of Credit may be presented for value at the Issuing Bank being the XX day of MONTH 20XX.

· Condition 2 is deleted and replaced by the following proposed wording: ‘This Letter of Credit shall expire on the Expiry Date and our obligations under this Letter of Credit shall also expire on that date.’
· Condition 3 is amended to include the following wording ‘and must be presented to the 

Issuing Bank on or before the Expiry Date.’

· The current Condition 4 is amended from ‘Dublin or Belfast’ to read ‘Dublin and Belfast’.

Section 6.162

· Section 6.162 1 b is modified to ensure that there is a replacement letter of credit has been put in place before in place before the expiry date of the existing letter of credit.  Proposed change (in red) as follows:

6.162  Each Participant must maintain its Credit Cover with a Credit Cover Provider. The   
  acceptable forms of Credit Cover which Participants can post are:

1. 
an irrevocable standby Letter of Credit which:


a.   shall be issued by a Credit Cover Provider fulfilling the Bank Eligibility Requirements 
 set out in paragraph 6.163 below;


b.   shall be in the form attached in Appendix A “Standard Letter of Credit” and shall be for a minimum duration of 12 months.  At least 60 calendar days before expiry of the current letter of credit the Participant must put a replacement letter of credit in place, with an effective date  starting from the date following the date of expiry of the current letter of credit;  and,


c. shall be capable of being paid out for Same Day Value following a Credit Call;



	(e) Details of Alternative proposal raised

If appropriate, a later version or a resubmitted Modification Proposal details should be entered here

	As above:

Appendix A Standard Letter of Credit

· Insertion of the following definition - “Expiry Date” means the last date on which this Letter of Credit may be presented for value at the Issuing Bank being the XX day of MONTH 20XX.

· Condition 2 is deleted and replaced by the following proposed wording: ‘This Letter of Credit shall expire on the Expiry Date and our obligations under this Letter of Credit shall also expire on that date.’
· Condition 3 is amended to include the following wording ‘and must be presented to the 

Issuing Bank on or before the Expiry Date.’

· The current Condition 4 is amended from ‘Dublin or Belfast’ to read ‘Dublin and Belfast’.

Section 6.162

· Section 6.162 1 b is modified to ensure that there is a replacement letter of credit has been put in place before in place before the expiry date of the existing letter of credit.  Proposed change (in red) as follows:

6.162  Each Participant must maintain its Credit Cover with a Credit Cover Provider. The   
  acceptable forms of Credit Cover which Participants can post are:

1. 
an irrevocable standby Letter of Credit which:


a.   shall be issued by a Credit Cover Provider fulfilling the Bank Eligibility Requirements 
 set out in paragraph 6.163 below;


b.   shall be in the form attached in Appendix A “Standard Letter of Credit” and shall be for a minimum duration of 12 months.  At least 60 calendar days before expiry of the current letter of credit the Participant must put a replacement letter of credit in place, with an effective date  starting from the date following the date of expiry of the current letter of credit;  and,


c. shall be capable of being paid out for Same Day Value following a Credit Call;

Modification Proposal Justification                                                                                                                                           

ESBCS has been informed by its banks that :

In relation to condition 2 above an ‘ever green’ clause i.e. automatic extension is not acceptable to banks and they require a explicit expiry date

Implication of not implementing the Modification

 Participants will not be able to comply with 6.162 of the Code



	(f) Dissenting or Other Opinions

This section contains a summary of any objections to the approved modification proposal/ if appropriate, or  feedback from the following: MO, TSO, Industry Expert or Consultant opinions

	ESB PGEN registered concern about expiry date; if not renewed, a Participant could terminate LOC before a dispute is resolved. An LOC should be in place for the lifetime of the Code as is the mechanism to get money. Generators will be exposed to loss from a participant who defaults,as bank will not look at expired LOC.
Tanya Gill (Supplier Member & Chair) registered dissent to the alternative proposal on changing the wording of 6.612 from  ‘30 calendar days before expiry of the current letter of credit’to ‘60 calendar days’.

	Section 3

Results of Modification Consultation

	Q.
	Consultation Question
	Yes 
	No 
	Neutral

	
	N/A
	
	
	

	Section 4

(a) Committee’s Final Recommendation to the Regulatory Authority

	On the basis of the above discussions, the Committee agreed a UNANIMOUS/MAJORITY Recommendation to the RA’s that this Proposed Modification SHOULD/ SHOULD NOT be made
On the basis of the Proposal which incorporates the ORIGINAL/REVISED wording as detailed in Section 2.

	(b) The Committee Recommends the following Implementation Approach and Timelines

	The Implementation Date of the Proposal should be on: 30th September 2007
Assuming the RA Decision is made on/before [DATE]: N/A
Or no earlier than: [DATE]

Or no later than: [DATE]

	(c) Proposed Modification Implementations Cost 

This section contains a summary of the cost associated with implementing the proposed modification.  

	Cost (€)
	Vendor 
	SMO
	Total Cost (€)

	
	
	
	

	(d) Proposed Modification Estimated Effort Time

This section contains details of the effort time required to design and develop the proposed modification.Include Detailed description of long it will take to perform each change

	Effort Time (man days)
(list each change below)
	Vendor 
	SMO
	Total Effort Time

	T & S Code Update
	
	½ day
	½ day

	
	
	
	

	Please complete this form and return it to Secretariat by e-mail to Modifications@allislandmarket.com


� Note: These man days and costs may need to reflect a combination of Vendor costs and SMO additional costs. Any further modifications to the outline rules may have an impact both on the estimated costs and the estimated implementation date of the change.
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