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1. Background 

1.1 ELEXON presented a paper at the July 2017 PAB meeting proposing that as an interim measure, ahead of the 

Performance Assurance Framework (PAF) review’s outputs relating to the BSC Audit, a revised BSC Audit 

Scope Document is implemented. The revised document focuses only on key risk areas with the greatest 

potential for significant material impact on Settlement. The assurance opinion provided by the auditor 

currently adheres to the ISAE 30001 standard. Through this piece of work ELEXON has considered the value 

in maintaining this level of assurance across Settlement as a whole in addition to undertaking a review of the 

subject matter against which the BSC Audit opinion is provided. 

1.2 The aim of the review was to assess the BSC Audit Scope Document and the assurance provided by the BSC 

Audit in its current format, and provide a robust and appropriate interim solution bridging the gap between 

the end of the 2017/18 audit and the full re-procurement exercise of the BSC Audit contract to be 

undertaken once we have clarity with respect to what the BSC Audit will look like post PAF Review2. 

1.3 Deliberation over changes proposed through industry engagement was undertaken at the August PAB 

meeting, in addition further industry and internal engagement and analysis has been undertaken since. 

2. Scope of Review 

2.1 This review of the BSC Audit Scope Document and the assurance arrangements under which the BSC Audit is 

delivered makes no recommendations for changes to the subject matter included within the BSC Audit Scope 

Document relating to BSC Systems or processes operated by BSC Agents. Nor does it recommend changes to 

the assurance arrangements under which the BSC Audit is delivered against these systems or processes.  

2.2 This review has identified a number of changes to the subject matter against which the BSC Audit is 

delivered with respect to BSC Parties and BSC Party Agents. It also makes recommendations for changes to 

                                                

 

1 International Standard on Assurance Engagements 3000 (Revised) Assurance Engagements Other than Audits or Reviews of Historical Financial 
Information. 
2 The PAF review will be looking at the BSC Audit technique and the approach taken to scoping and developing the audit approach. It is 
anticipated that there may be significant changes recommended to both the approach taken to audit and the BSC Audit Scope Document as a 
result of improvements identified through the PAF Review. 
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https://www.elexon.co.uk/wp-content/uploads/2017/11/Section_H_v21.0.pdf
https://www.elexon.co.uk/wp-content/uploads/2016/10/PAB198_16_Proposal-to-Revise-BSC-Audit-Scope-and-Assurance-Arrangements-as-Interim-to-PAF-Review.pdf
https://www.elexon.co.uk/meeting/pab-199/
https://www.elexon.co.uk/meeting/pab-199/
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the assurance arrangements under which the BSC Audit is delivered against BSC Parties and BSC Party 

Agents. 

3. PAB’s Endorsement 

3.1 At its September meeting (PAB200) the PAB endorsed the revisions proposed by this paper to the BSC Audit 

Scope document for 2018/19 and the assurance arrangements under which that assurance is delivered.  

3.2 While largely in favour of the proposals the PAB did note a number of potential risks that might be introduced 

through the changes proposed to the assurance arrangements under which the BSC Audit is delivered. The 

risks identified broadly fell into the categories of:  

● Reporting;  

● Performance Assurance Parties (PAPs) attitudes’ towards the audit; and 

● ELEXON’s monitoring of audit findings to drive issue resolution.  

3.3 ELEXON noted that there would be no material changes to what is covered by the BSC Auditor’s reporting 

and the monitoring activity undertaken by ELEXON in order to drive issue resolution. ELEXON has also taken 

note of the potential risks raised by the PAB and will ensure that mitigations are put in place to address this 

in the transition.  

3.4 The Panel Sponsor noted that:  

● The proposal represented a sensible option as it facilitates flexibility with respect to the BSC Audit’s 

approach; 

● There is a need for an audit that allows for flexibility to adapt as the most significant risks within the 

industry change; and 

● This approach would also allow the BSC Audit to put greater focus on risk rather than pure compliance 

(in line with intent of the Performance Assurance Framework). 

4. Engagement and Consultation 

4.1 ELEXON has undertaken engagement with members of the PAB, industry and its internal subject matter 

experts (SME’s) from the perspective of all role types and with large and mature market participants as well 

as small and independent ones. All of the feedback received through this engagement has been considered 

as part of ELEXON’s review of the BSC Audit Scope Document and the assurance arrangements under which 

the BSC Audit is delivered. Some of this feedback related to the approach taken to the operation of the BSC 

Audit by the BSC Auditor; this feedback has been collated for on-going consideration by the PAB, ELEXON 

and the BSC Auditor. 

4.2 ELEXON additionally undertook a piece of consultation work with an independent assurance provider (PwC) in 

order to properly explore the assurance options available to the industry with respect to the delivery of the 

BSC Audit. The report that PwC produced as part of this consultation has been included as an attachment to 

this paper. 

5. BSC Audit Assurance Arrangements Options 

5.1 It is ELEXON’s view that in the context of the on-going PAF review and the risk posed to Settlement by the 

various elements covered by the BSC Audit Scope Document, the most appropriate decision available to the 

Panel is to approve BSC Audit assurance arrangements option A. All of the options and rationale ELEXON has 

considered in arriving upon this recommendation are provided in Attachments A and D. (Some of the sources 

https://www.elexon.co.uk/meeting/pab-200/?from_url=https://www.elexon.co.uk/events-calendar-item/pab-200/
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to be considered as part of the methodology for determining which elements of the BSC Audit Scope 

Document should be considered ‘higher’ and ‘lower’ risk are included as Attachments F, G and H). 

5.2 ELEXON has made one amendment to the methodology set out for determining which elements of the BSC 

Audit Scope (and associated testing) should fall into the ‘as is’ opinion pot and which should fall into the 

‘internal audit’ approach. ELEXON is confident that making this change is in line with the spirit of PAB’s 

endorsement for reviewing and modifying of this methodology to ensure that the changes are in line with the 

original purpose. The change made to the methodology is redlined in ‘Attachment A - BSC Audit Assurance 

Arrangements Options’ along with the rationale for this change.  

6. Proposed Changes to the BSC Audit Scope 2018/19 

6.1 In the context described above in section 3 it is ELEXON’s recommendation that the Panel approve the 

changes proposed to the BSC Audit Scope Document 2018/19. The changes proposed having been informed 

by engagement with subject matter experts within ELEXON, the PAB and industry. 

7. Next Steps 

7.1 ELEXON has worked with the BSC Auditor in order to establish which elements of the BSC Auditor’s testing 

fall into each pot (as described in section 4 above). The changes introduced by these revisions to the BSC 

Audit assurance arrangements are presently being cost and impact assessed by the BSC Auditor along with a 

number of changes being proposed to the BSC Audit contract. Once this has been completed to ELEXON’s 

satisfaction these costs will be presented to the ELEXON Executive for approval.  

8. Recommendations 

8.1 The Panel is invited to: 

a) APPROVE BSC Audit assurance arrangements option A for implementation 2018/19; and 

b) APPROVE the proposed changes to the BSC Audit Scope Document 2018/19. 

Attachments 

Attachment A – BSC Audit Assurance Arrangements Options (redlined to illustrate changes since PAB endorsement) 

Attachment B – Proposed Changes to the BSC Audit Scope Document 2018/19 

Attachment C – PwC BSC Audit Assurance Options Report 
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Jason Jackson, Compliance Analyst 

Jason.Jackson@elexon.co.uk 
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