Dear Ms Gillon

Arrangements for gas and electricity supply and gas shipping credit cover – consultation document

We welcome the opportunity to comment on the above document. When reading through our response, please bear in mind that we currently only operate in the gas industry, and therefore have limited knowledge of the operation and security requirements of the electricity supply industry.

Alignment of credit cover between gas balancing and electricity Balancing and Settlement Code

We support this proposal in that it should prevent a company operating in both the gas and electricity market being a greater credit risk in one market rather than the other. We also support the limiting of types of credit cover to Letters of Credit from approved banks or cash. This would provide a level playing field for all participants, and remove the need for judgement in determining the relationship between approved credit ratings and available credit.

Credit cover as protection from bad debt for gas transportation, electricity transmission and electricity distribution

We do not accept that bad debt suffered by Network Operators should be recovered via their price control frameworks. The Network Operators should be responsible for minimising credit risk and accordingly should only accept Letters of Credit or cash as credit cover.

In the gas industry we have no influence over Transco’s Credit Rules, we are not informed of shippers in default, and cannot influence the debt recovery process. In my opinion, therefore, we should not ultimately bear the cost of a bad debt.

Identification of where clearer enforcement rules are required

We support this initiative.

Transco’s Credit Rules for gas transportation should be brought within the Network Code Modification Procedure

We support this proposal.

I trust you find these comments useful. If you wish to discuss any of the above further please contact me on 020 8632 8066.

Yours sincerely
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