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DESNZ recently released a statutory consultation on the soon-to-be National Energy System Operator’s (NESO) new licences, the consultation closes on 9 May 2024. Here are some brief and key notes taken from the consultation.

· Through the Energy Act 2023 the NESO (a not-for-profit with Government as the main shareholder) has been established with responsibilities in both the electricity and gas systems, charged with driving progress towards Net Zero 

· NESO holds duties to have regard to the strategic priorities set out in the Strategy and Policy Statement (SPS), to respond to requests for advice from government and Ofgem, to review developments in the energy sector, and has the power to request information from energy sector businesses.

· The consultation seeks views on both NESO’s electricity and gas licences as well as other impacted licences, the consultation also provides responses to previous consultations such as the Consultation on the Policy Direction for the FSO (NESO)

· The consultation also highlights that “NESO is required to deliver a resilient and secure net zero energy system, provide expert and impartial advice to government and Ofgem, a whole systems approach to network planning across fuels and technologies, and further drive competition across the energy sector”.

· Electricity System Operator (ESO) and Gas System Planner (GSP) licences that NESO will hold have been added to the licensable activities under Section 6 of the Electricity Act 1989 and Section 7AA of the Gas Act 1986 respectively. This enables Ofgem (NESO’s licence regulator) to use its powers post Day 1 under Section 11A of the Electricity Act 1989 and Section 23 of the Gas Act 1986 respectively to modify the ESO and GSP licences

· The Energy Act 2023 confers powers on the Secretary of State and Ofgem to make modifications to NESO’s licence and codes for a period of three years beginning when NESO is first designated

· Government proposes to make a licensing direction by which the existing transmission licence of NGESO is converted into NESO’s ESO licence

· NESO’s licence will carry over a regulatory finance position from its predecessor, NGESO. NESO’s Regulated Asset Value will represent capitalised spending that NGESO had undertaken on behalf of consumers, but which it has not yet recovered from them

· The proposed chapter structure for NESO’s ESO and GSP licences that is aligned across both licences will be:


Section A: Definitions and interpretation 
Section B: Business conduct and independence
Section C: Strategic and operational functions 
Section D: Provision of advice and information  
Section E: Industry codes and charging 
Section F: Finance and funding  
Section G: Regulatory reports and assessment

Please see the full consultation here.
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