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Dear Mr Fews

GAS AND ELECTRICITY LICENCE APPLICATIONS

Thank you for the opportunity to comment on the Guidance Document on gas and
electricity licence applications.

We are concerned that in the case of supply licences, there will be insufficient checks
on the applicant’s viability.

As a natural monopoly we are expected to allow any supplier access to our network
and to maintain supplies to their customers even after a supplier failure. We are also
expected to be rigorous with our credit management in order to minimise any losses
resulting from defaulting suppliers. The experience of recent supplier failure has been
significant financial losses to distributors.

In view of the expectations on distributors, Ofgem should be similarly rigorous in
their process for granting licences. We accept that it is not possible for financial
information provided for a licence application to guarantee future financial viability;
this can only be achieved by ongoing monitoring. However upfront financial checks
do at least ensure that applicants are in a position to finance their activities from an
initial position. Other than very basic checks with Companies House, suppliers will
only need to prepare Customer Codes of Practice and sign agreements with meter
operators.

Therefore we see the Ofgem process as adding to the risks borne by distributors.
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