





[image: ]


Public

13 August 2025
NESO Financial Model
The Financial Model used to calculate NESO annual allowed revenues was introduced for the first time in summer 2024, ready for the establishment of NESO.  It replaces the Price Control Financial Model (PCFM) that was previously used by National Grid ESO.  The model was first published by Ofgem[footnoteRef:2] and, once populated, was published on the NESO website[footnoteRef:3].  For each subsequent year, the model will be administered by NESO and published on the NESO website. [2:  https://www.ofgem.gov.uk/publications/financial-handbook-national-energy-system-operator-neso
]  [3:  https://www.neso.energy/about/operational-information/regulatory-finance#Financial-Model-Publication
] 

The NESO Financial Handbook[footnoteRef:4] (paragraph 2.39) sets out that we will publish the proposed Financial Model and provide an opportunity for representations to be made on any changes that have been made since the previous publication.  In advance of the calculation to inform charges for the year 1 April 2026 to 31 March 2027 we are therefore publishing a blank version of the model that is to be used for calculation of 2026/27 allowed revenues. [4:  https://www.ofgem.gov.uk/publications/financial-handbook-national-energy-system-operator-neso
] 

The financial model has not changed significantly since the version used last year, however there are minor changes to the calculation of one of the components (agreed by Ofgem) and we welcome any thoughts and representations on those changes.  The final version to be used, incorporating any changes required by interested parties, will be published when this consultation period ends.  The specific changes made are outlined below.
If you have any comments on the model changes, please send them to box.nesoregulationpolicy@neso.energy before 12 September 2025.


Model Changes
This section details the changes that have been made to the model since the version published last year.
These changes are to amend the way the model calculates the adjustment figure for Gas charges.  The amount notified to National Gas is submitted on or around 15 November whereas the model is published at the end of November each year.  While the number notified to National Gas and the amount shown as Gas charges in the model is likely to be the same, there is a chance, due to the timing of notification of charges to National Gas, that the two numbers could be slightly different.
Small changes are therefore necessary to match the Gas System Planner licence[footnoteRef:5] (Condition F1, Part D) and ensure the correct amounts are recovered from Gas customers.  [5:  https://www.ofgem.gov.uk/sites/default/files/2024-09/Complete_GSP_Licence_Terms_and_Conditions_decision_e-signed_and_dated.pdf] 

Except for new rows where the reference shows where the new rows are inserted, all references quoted below are to the locations of items that were in the financial model version published on 27 November 2024[footnoteRef:6]. [6:  https://www.neso.energy/about/operational-information/regulatory-finance#Financial-Model-Publication] 

	Model Sheet
	Reference within sheet
	Notes on change made

	Inputs
	Row 82
	Inserted as a new row (with a new blank row above it).  The inputs on this row are equal to the amount notified to National Gas which will then be the collected revenue.

	Gas
	Row 18
	Formula changed to reflect years up to and including year t rather than being simply for year t – this is a multiplier and used in other formulae on the sheet.  As the adjustment works on revenue for the previous year, the formula that uses this for the current year needs to include multipliers from all years.

	Gas
	Cells B33, B34 and B35
	Text changed on purpose of section (as a result of which rows 34 and 35 are deleted)

	Gas
	Row 39
	Deleted as no longer required.  The row held the amount of charges calculated by the model in previous years which is no longer used in the calculation of GSPADJ.

	Gas
	Row 40
	Formula changed to feed from Inputs sheet as revenue collected rather than being fixed at level of published revenue.  As explained above, these will be the same in most cases but as they come from different time periods there needs to be the ability to use different figures.

	Gas
	row 52
	Deleted as no longer required.  This row also held the amount calculated by the model in previous years which is no longer used.

	Saved results
	Rows 57 to 75 (entire gas section)
	Deleted as no longer required.  This section of the Saved results sheet was how the updated model maintained the amount calculated in previous years to support the GSPADJ calculation and since that calculation is being amended to use collected revenue (the amount notified to National Gas) then it is no longer necessary to retain this part of the model.
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