	Final Recommendation Report of the Modifications Committee

	Report 

Reference
	FRR_78
	Modification Proposal Reference:
	Mod_78_07

	Date of Issue:
	17 October 2007
	Category: 
	Urgent

	Mod Originator :
	SMO (Michael Behan)
	Meeting No(s):
	Meeting 06, 17 October 2007

	Reason for Issue:
	For Regulatory Authority Decision

	Section 1 

(a) Summary of Modification Committee Recommendations

	Mod_  seeks to revise the Standard Letter Of Credit in the Code, to provide for the Market Operator branding change from AIME to SEMO. 
Recommendation Summary 
Having considered the Proposed Modification at the abovementioned Meeting, the Modification Committee recommends 

1. The Proposed Modification should be Made

2. With Implementation date of October 19th 2007
3. Note: the Standard Letter Of Credit used for drafting this Mod is one which reflects the recently effective Mod_21_07 , which the RA approved on 04/10/2007 with an effective date of 08/10/2007. 


	(b)  Rationale behind Modification Committee Recommendations

	This is a wording change to the LOC to ensure that it will have legal effect. Without this change, the LOC will not be legally valid.


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

	Generators
	Y
	Ensures that Participants Banks can accept the LOC

	Suppliers
	Y
	Ensures that Participants Banks can accept the LOC

	TSO
	N
	

	MO
	N
	

	PES
	N
	

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

	Code Provisions
	Y
	Appendix A.1 as shown below

	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

	APPENDIX A:  Standard Letter of Credit

A.1 This Appendix A contains a standard template for a Letter of Credit.  

Market Operator Euro/Sterling Irrevocable Standby Letter of Credit Template

Applicant:  ……………..

Issuing Bank:  …………..

Advising Bank/SEM Bank: …………….

Beneficiary: “EirGrid plc and SONI Limited, trading as SEMO”, being the Market Operator under the SEM Trading and Settlement Code. The Market Operator under the SEM Trading and Settlement Code being a joint venture between EirGrid plc and SONI Limited and trading as AIME (the “Beneficiary”)

Dear Sirs,

We, the Issuing Bank, hereby issue our irrevocable Standby Letter of Credit No……. by order of …………….. (applicant), for a maximum total amount of EUR/Sterling……………. (in words………) which expires at the counters of the Advising Bank on [insert date] subject to extension as described below.

In this Letter of Credit and in the Beneficiary Statement (except where the context otherwise requires or there is an express provision to the contrary) the following expressions shall have the following meanings:

"Beneficiary Statement" means a statement in the form of the Appendix attached hereto;

“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;

"Same Day Value" means that the relevant funds shall be available to the Beneficiary on the same day as the funds transfer has been authorised by us without any loss of value arising between such authorisation and the funds being available for use by the Beneficiary;

“SEM” means the wholesale Single Electricity Market for the island of Ireland;

“SWIFT” means the worldwide financial messaging network of The Society for Worldwide Interbank Financial Telecommunication;

"Trading and Settlement Code" means the trading arrangements for the SEM established in Northern Ireland pursuant to section 23 of the Northern Ireland (Miscellaneous Provisions) Act 2006 and the Electricity (Single Wholesale Market) (Northern Ireland) Order 2007 and in Ireland pursuant to section 9BA(1) of the Electricity Regulation Act 1999 and as designated pursuant to regulations made under section 9BA(2)(a) of the Electricity Regulation Act 1999 (Ireland);  

This irrevocable Standby Letter of Credit is available by payment at sight against presentation to the Advising Bank of a Beneficiary Statement.

Conditions:

1. Partial drawings are allowed.

2. This Letter of Credit shall expire on the Expiry Date and our obligations under this Letter of Credit shall also expire on that date.

3. The Beneficiary Statement must be made on original letterhead paper of the Beneficiary and signed on its behalf, and must be presented to the Issuing Bank on or before the Expiry Date.

4. Upon receipt of a signed Beneficiary Statement in compliance with the above conditions the Advising Bank is required promptly to notify us by SWIFT of receipt of such Beneficiary Statement and inform us of the relevant details of such Beneficiary Statement. Provided such notification is received by us no later than 14:00 hrs on any weekday on which banks are open for business in Dublin and Belfast, we shall make payment under this Standby Letter of Credit for Same Day Value on that day or if received after 14.00hrs on the next such weekday in accordance with such notification and shall confirm payment by notifying the Advising Bank by SWIFT.

5. Where we, the Issuing Bank are also the Advising Bank, we may revise the above notification requirements as appropriate provided that this shall in no way affect the obligation on us to make payment under this Standby Letter of Credit.

6. All opening bank charges are for the account of the Applicant.  

7. All advising/paying bank charges are for the account of the Applicant.

Except where otherwise expressly stated, this Letter of Credit is subject to the Uniform Customs and Practice for Documentary Credits latest version on the date of the issuance of this Letter of Credit [MOST RECENT VERSION TO BE INSERTED WITH EACH LETTER OF CREDIT].

We the Issuing Bank hereby waive any right to set off or counterclaim whatsoever against any amounts payable under this Standby Letter of Credit in respect of any claims we may have against the Beneficiary and such amounts shall be paid free and clear of all deductions or withholdings whatsoever.

This Letter of Credit shall be governed by and construed in accordance with the laws of Northern Ireland and the parties submit to the exclusive jurisdiction of the Courts of Ireland and the Courts of Northern Ireland for all disputes arising under, out of, or in relation to this Letter of Credit.

Yours faithfully

[Issuing Bank]

by
(Authorised Signatory)

APPENDIX
[Market Operator letterhead]

We, the Market Operator under the Trading and Settlement Code (the “Beneficiary”) hereby state that [insert applicant’s name] is in default of its obligation to pay pursuant to the Trading and Settlement Code (to which the applicant is a party) under paragraph [ insert details] 

and as a result we hereby demand …………..[insert amount being claimed] under Standby Letter of Credit number…….... issued by …………[insert name of Issuing Bank].  Payment in respect of this Beneficiary Statement shall be effected immediately to [insert relevant account details].  We confirm that the signatory(ies) to this Beneficiary Statement are empowered to sign and make this Beneficiary Statement on behalf of the Beneficiary.

Terms defined in the Standby Letter of Credit referred to above have the same meaning when used in this Beneficiary Statement.

Modification Proposal Justification                                                                                                                                           

This change is a legal requirement due to the branding of the Market Operator from AIME to ‘SEMO’. 

Implication of not implementing the Modification

Banks would not accept the Letter of Credit without the changes.

	(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

	As above

	(e) Details of Alternative proposal raised

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

	N/A

	(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

	N/A

	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: October 19th 2007
Assuming the RA Decision is made on/before [DATE]:n/a
Or no earlier than: [DATE] n/a
Or no later than: [DATE] n/a

	(c) Proposed Modification Implementations Cost 

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

	Cost (€)
	Vendor 
	SMO
	Total Cost (€)

	
	n/a
	
	

	(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

	Update the T and SC 
	
	½ day
	

	Issue the Standard Letter of Credit to All Participants
	
	½ day
	1 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.





Issue 1.0 

17/10/2007

[image: image1.png]


