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	MODIFICATION PROPOSAL FORM

	

	MODIFICATION PROPOSAL - SUBMISSION FORM

	

	

	Modification Proposal submitted by
	Date of Submitting Proposal:
	Type of Proposal (delete as appropriate)
	Modification Proposal Number:                                        (to be assigned by Secretariat)                

	Niamh Delaney 
	12/9/07
	Urgent  
	Mod_66_07 

	Contact Details for Modification Proposal Originator ( if not a member)

	Name: Niamh Delaney
	Telephone number: +353 1 6371707

	
	

	Address:  42, Merrion Square, Dublin 2

	e-mail address: niamh.delaney@allislandmarket.com

	

	Modification Proposal Title;
	VAT 

	
	

	Trading and Settlement Code section(s) affected by Modification Proposal

	Sections 6.263 and 6.264 and Appendix 3 to Agreed Procedure 15 
The change to 6.263 adds a requirement for the MO to issue a summary statement of the total value of cross-border supplies so as to assist Participants in calculating their VAT returns.

The change to 6.264 permits the market Operator to make end of year adjustments to payments to reflect any differences that have resulted from applying the blended rate as opposed to a rate reflecting the actual energy flows.
The deletion in AP 15 is a consequence of the agreement referred to now having been reached with the respective revenue authorities and, pursuant to this modification proposal, being reflected in the Code.


	

	

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

	

	

	6.263      All Invoices and Self Billing Invoices (and Debit Notes where applicable) shall include VAT at the appropriate rate for the Participant concerned as more particularly set out below. Pursuant to the VAT Agreement, Participants shall be entitled to make their VAT returns based on the Invoices and Self Billing Invoices (and Debit Notes) and the Market Operator shall issue a summary document (bi-monthly to Participants in Ireland, and monthly to Participants in Northern Ireland) identifying with respect to that Participant the total value cross-border supplies during the relevant period of two months or one month.

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.  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”.
At the end of each year, the Market Operator may compare the estimated transactions and energy flows used to determine the blended VAT rate pursuant to Agreed Procedure 15 “Invoicing” with the actual transactions and energy flows during such year for the purpose of adjusting the rate of VAT applied to reflect such actual transactions and energy flows. The Market Operator may then issue debit notes or credit notes, as the case may be, to relevant Participants applying such adjusted rate of VAT to the Invoices and Self Billing Invoices to which the adjustment applies, together with Interest on the difference between the original sum and the sum adjusted by this paragraph, in each case from the due date of payment of the relevant Invoices or Self Billing Invoices until the date when such debit note or credit note is issued. Payment shall be made in respect of such debit notes or credit notes as if they had been Invoices or Self Billing Invoices
Agreed Procedure 15 Appendix 3 Second paragraph:
This results in the requirement for a blended VAT rate as effectively sales from Participants in respect of its Generator Units in Northern Ireland will be liable to VAT partly at 17.5% and partly at (effective) zero rate. It has been agreed with the tax authorities in Ireland and Northern Ireland (the “Revenue Authorities”) that the Market Operator will estimate the blended VAT rate (referred to here as the “Blended Rate”) which for the initial year will be based on the initial financial projections for the SEM. In year 2 the Blended Rate will be based on the actual outcome in year 1; year 3 will be based on the actual outcome for year 2, and so on. An annual adjustment may be required to reflect the difference between the actual VAT rate used and the correct VAT rate based on actual transactions/energy flows.


	

	

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

	

	

	These changes are made to reflect the finalised agreement made between the Market Operator and the Revenue Commissioners in Ireland and Her Majesty’s Revenue and Customs in the United Kingdom with respect to the treatment of VAT for the purposes of the Single Electricity Market. The Trading and Settlement Code provisions set out in the designated Code were concluded before that agreement was finalised, and the eventual outcome requires that the above changes are made in order for trading in the market to commence. 

As a drafting matter, the terms “credit note” and “debit note” are used in lower case. These are terms in common accounting usage and should not therefore require further definition. Furthermore, “credit note” is not otherwise used in the Code, so needs no separate glossary definition. The term “Debit Note” is defined, but used here (and nowhere else in the Code) in lower case to distinguish it from the procedure relating to unsecured bad debt.

	

	

	

	

	Implication of not implementing the Modification

	The treatment of VAT in the Code would not reflect the agreed treatment with the revenue authorities. 

	

	

	

	

	Please return this form to Secretariat - e-mail ( modifications@allislandmarket.com ), fax ( tbc ), postal address ( tbc )

	


Notes on completing Modification Proposal Form:

1. If a person submits a Modification Proposal on behalf of another person, that person who proposes the material of the change should be identified on the Modification Proposal Form as the Modification Proposal Originator.

2. Any person raising a Modification Proposal shall ensure that their proposal is clear and substantiated with the appropriate detail including the way in which it furthers the Code Objectives to enable it to be fully considered by the Modifications Committee.
3. Each Modification Proposal will include a draft text of the proposed Modification to the Code.
4. For the purposes of this Modification Proposal Form, the following terms shall have the following meanings:

Code:
means the Trading and Settlement Code for the Single Electricity Market

Modification Proposal:
means the proposal to modify the Code as set out in the attached form

Derivative Work:
means any text or work which incorporates or contains all or part of the Modification Proposal or any adaptation, abridgement, expansion or other modification of the Modification Proposal

The terms “Market Operator”, “Modifications Committee” and “Regulatory Authorities” shall have the meanings assigned to those terms in the Code.  

In consideration for the right to submit, and have the Modification Proposal assessed in accordance with the terms of Sections xx of the Code, which I have read and understand, I agree as follows:

1.
I hereby grant a worldwide, perpetual, royalty-free, non-exclusive licence:

1.1 to the Market Operator and the Regulatory Authorities to publish and/or distribute the Modification Proposal for free and unrestricted access;

1.2 to the Regulatory Authorities, the Modifications Committee and each member of the Modifications Committee to amend, adapt, combine, abridge, expand or otherwise modify the Modification Proposal at their sole discretion for the purpose of developing the Modification Proposal in accordance with the Code;

1.3 to the Market Operator and the Regulatory Authorities to incorporate the Modification Proposal into the Code;

1.4
to all Parties to the Code and the Regulatory Authorities to use, reproduce and distribute the Modification Proposal, whether as part of the Code or otherwise, for any purpose arising out of or in connection with the Code.

2.
The licences set out in clause 1 shall equally apply to any Derivative Works.

3.
I hereby waive in favour of the Parties to the Code and the Regulatory Authorities any and all moral rights I may have arising out of or in connection with the Modification Proposal or any Derivative Works.

4.
I hereby warrant that, except where expressly indicated otherwise, I am the owner of the copyright and any other intellectual property and proprietary rights in the Modification Proposal and, where not the owner, I have the requisite permissions to grant the rights set out in this form.

5.
I hereby acknowledge that the Modification Proposal may be rejected by the Modifications Committee and/or the Regulatory Authorities and that there is no guarantee that my Modification Proposal will be incorporated into the Code.

