Condition 44A. Regulatory financial reporting
Introduction

44A.1  This condition requires the licensee to prepare and publish RIIO Accounts in respect of each Regulatory Year commencing with the Rregulatory Yyear directed by the Authority and sets out:

(a) arrangements with respect to Standard Condition 44. Regulatory Accounts, which will cease to have effect on the date directed by the Authority pursuant to paragraph 44A.6 of this condition;
(b) [bookmark: _GoBack]a requirement for the licensee’s RIIO Accounts to be prepared under the Ofgem Regulatory Financial Reporting Standard (“ORFRS”) issued by the Authority for that purpose;
(c) a requirement for the licensees to include in their RIIO Accounts a Regulatory Corporate Governance Statement (“RCGS”) based on the principles issued by the Authority for that purpose (the “RCGS Principles”);
(d) a requirement for the licensee to have its RIIO Accounts audited; and

(e) the dates by which the requirements of this condition must be satisfied. 44A.2	This condition also sets out the process under which the Authority will issue and
modify the ORFRS and/or RCGS Principles.

44A.3	This condition also makes provision for a review of and report on, in accordance with the Agreed Upon Procedures in relation to the prohibition of cross-subsidy and discrimination applicable to the licensee in accordance with the Agreed Upon Procedures.

44A.4	The purpose of RIIO Accounts is to provide materially accurate and meaningful information which is reflective of the licensee’s performance and regulatory financial position, in respect of each reported Regulatory Year, so as to promote clear and transparent reporting of the licensee’s financial and operational performance under the RIIO price control arrangements.

Part A: Commencement of the duty to prepare RIIO Accounts

44A.5	Subject to paragraph 44A.6 the licensee must prepare Regulatory Accounts in accordance with the requirements provided for in Standard Condition 44.	Comment by Measday, Paul: Delete as creates double jeopardy with LC44 and doesn’t add anything

44A.6	The Authority may, by direction, require the licensee to prepare RIIO Accounts in accordance with this condition, in respect of Regulatory Years commencing with the Regulatory Year stated in that direction. From the date the licensee is required to prepare RIIO Accounts, Standard Condition 44 will cease to have effect in accordance with paragraph 44.1A of that condition.

44A.7	A direction issued by the Authority under paragraph 44A.6 will be of no effect unless:	Comment by Measday, Paul: Missing standard wording – see 44A.14 as an example or LC45 for the DNO which is the DAG condition.  Missing paras including reasons and dates (former is more important as dates for RIIO Accounts are set out on the face of the condition)

(a) before issuing it the Authority has:
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(i) given Notice to all licensees in whose licence this condition has effect that it proposes to issue a direction requiring the licensee to prepare RIIO Accounts;
(ii) specified in the Notice referred to in subparagraph (i) the period (which may not be less than 28 days from the date of the Notice) within which the licensee may make representations to the Authority about its proposal; and
(iii) considered any representations duly received in response to the Notice referred to in subparagraph (i); and
(b) the Authority issues the direction on or before 31 March of the Regulatory Year in respect of which the licensee is required to prepare the first RIIO Accounts.	Comment by Measday, Paul: As per our response to the informal review of this condition, to ensure licensees are able to comply with the ORFRS and therefore the RIIO Accounts we believe that the ORFRS must be formally issued prior to Ofgem being able to issue the RIIO Accounts Direction.  

Furthermore directions to revise the ORFRS must be required to be made by 31 March, to take effect the following regulatory year for the same reason.  

We seek clarity on when the ORFRS will be formally issued.	Comment by Measday, Paul: This needs amending to ensure that the direction is issued in the year prior to the obligation coming into force e.g. issued 31/03/17, RIIO Accounts are required to be submitted in Sept [Oct] 2018 following a full regulatory year.  

As worded this is not the case and would not give licensees enough time to ensure all systems and processes were in place to meet deadline
44A.8	The requirements for the giving of Notice under paragraph 44A.7(a) may be satisfied by actions taken by the Authority before as well as after the coming into effect of this condition.

Part B: Licensee’s obligations under this condition

44A.9	Subject to the arrangements set out in paragraphs 44A.5 to 44A.8, unless and so far as the Authority otherwise consents, the licensee must:

(a) prepare RIIO Accounts in accordance with this condition in respect of each Regulatory Year by 30 September after the end of that Regulatory Year;	Comment by Measday, Paul: As discussed in the working group, the end of September is unlikely to be feasible.  It doesn’t take into account the inputs to the RIIO Accounts which will not be finalised until the end of July and then the time required to finalise the RIIO Accounts, audit them and process them through governance and sign off.  All this work comes back to back with the RRP submission for the staff involved and also crosses the summer holiday period.  An end of October date is therefore more realistic.
(b) arrange for its RIIO Accounts to be audited in accordance with the provisions of Part F of this condition;
(c) publish its audited RIIO Accounts on its Website by 30 September following the end of the Regulatory Year to which those RIIO Accounts relate; and
(d) keep a copy of its most recent RIIO Accounts at the disposal of members of the public at its principal place of business and upon request provide a copy free of charge.	Comment by Measday, Paul: Is this relevant?  In the days of internet access and the documents being published this is superfluous.  Obligation to issue on request to ensure those without internet access can obtain a copy is enough and in line with other licence conditions
Part C: Statements to be included in RIIO Accounts

44A.10  The licensee must include, as a minimum, in its RIIO Accounts:

(a) the statements specified in the ORFRS;

(b) a commentary on the licensee’s operational performance and regulatory financial performance and position; and
(c) a RCGS.

Part D: Scope of the Ofgem Regulatory Financial Reporting Standard and Regulatory Corporate Governance Statement
44A.11  The ORFRS contains requirements for:

(a) the format and content of the statements set out in paragraph 44A.10(a);

(b) the basis for ascertaining opening balance positions and relevant values referred to in the Regulatory Instructions and Guidance that are applicable to the licensee;

(c) adjustments for the purpose of fairly presenting the licensee’s regulatory financial performance and position, for use in the preparation of the statements set out in Part C; and
(d) additional statements and/or information.	Comment by Measday, Paul: Too vague – allows the ORFRS to contain almost anything.  It should be removed.

44A.12  The licensee must set out its overall approach to its governance arrangements in the RCGS and prepare the RCGS based on the RCGS Principles issued by the Authority, as modified from time to time, in accordance with Part E of this condition.

Part E: Process to issue and modify the Ofgem Regulatory Financial Reporting Standard and the Regulatory Corporate Governance Statement Principles
44A.13  The Authority will issue the ORFRS and RCGS Principles, and may modify either or both of them, by issuing a direction for that purpose to the licensee in whose licence this condition has effect.

44A.14  A direction issued by the Authority under paragraph 44A.13 will be of no effect unless, before issuing it, the Authority has:

(a) by Notice to all licensees in whose licence this condition has effect, set out the form of or, as applicable, the modifications to the ORFRS and/or RCGS Principles;
(b) specified in the Notice the reasons for the Authority's proposals;

(c) specified in the Notice the date on which it proposes that the ORFRS and/or RCGS Principles or modifications to the ORFRS and/or RCGS Principles should take effect;
(d) specified in the Notice the period (which may not be less than 28 days from the date of the Notice) within which the licensee may make representations to the Authority about its proposals; and
(e) considered any representations duly received in response to the Notice.

44A.15  The requirements for the giving of Notice under paragraph 44A.14 may be satisfied by actions taken by the Authority before as well as after the coming into effect of this condition.

44A.16  No modification to the ORFRS and/or RCGS Principles may have effect with respect to RIIO Accounts for a Regulatory Year unless the direction giving effect to the modification is issued before 31 March of that Regulatory Year.

Part F: Requirement for audit of RIIO Accounts

44A.17  Unless the Authority otherwise consents, the licensee must at its own expense procure an audit by an Appropriate Auditor of its RIIO Accounts and a report by the Appropriate Auditor for inclusion in the licensee’s published RIIO Accounts.

44A.18  Unless the Authority otherwise consents, the Auditor’s report under paragraph 44A.17 must state whether, in the Auditor’s opinion the licensee’s RIIO Accounts fairly present

its regulatory financial performance and position under the ORFRS in respect of the Regulatory Year under report.

Part G: Agreed Upon Procedures in relation to the prohibition of cross-subsidy and discrimination applicable to the licensee	Comment by Measday, Paul: The existing wording in LC44 has not been used – added review and prepare a report…why is standard wording not being used?
44A.19  The licensee must at its own expense appoint an Appropriate Auditor to conduct a review and prepare a report in respect of the licensee's compliance with its obligations in relation to the prohibition of cross-subsidy and discrimination generally in accordance with Agreed Upon Procedures. The report should specifically comment on compliance with: paragraph 9 of Standard Condition 4 (No abuse of the licensee’s special position); Standard Conditions 19 (Prohibition of discrimination under chapters 4 and 5); and Standard Condition 39 (Prohibition of discrimination under chapter 9).

44A.20  The contract of appointment with the Appropriate Auditor must require that a review and report under paragraph 44A.19 prepared in accordance with Agreed Upon Procedures is completed each Regulatory Year and that the Appropriate Auditor addresses a report to the Authority by 31 July following the end of each Regulatory Year that:

(a) states that he has, in a manner consistent with the relevant auditing standards, completed the review and prepared the report in accordance with the Agreed Upon Procedures issued by the Authority in respect of the Regulatory Year under report ; and
(b) sets out his findings.

44A.21  If the Authority is satisfied that the report referred to in paragraph 44A.20 demonstrates that the licensee has complied with the obligation to avoid discrimination and cross- subsidies that is specified in Article 31 of Directive 2009/72/EC of the European Parliament and of the European Council of 13 July 2009 and is imposed on the licensee by the standard conditions of this licence referred to in paragraph 44A.19, the report will be deemed to represent the results of an audit of that obligation, as required by the Article.

Part H: Interpretation

44A.22   For the purposes of this condition:

	Ofgem Regulatory Financial Reporting Standard
	means the document of that name issued by the Authority, as modified from time to time, in accordance with this condition.

		Comment by Measday, Paul: Does this definition add anything?
Regulatory Corporate Governance Statement
	
means the statement of that name which the licensee is required to include in its RIIO Accounts in accordance with the requirements of this condition.




	Regulatory Corporate Governance Statement Principles
	means the document of that name issued by the Authority, as modified from time to time, in accordance with this condition.

	
RIIO Accounts
	
means the accounts prepared by the licensee in accordance with the requirements of this condition.



