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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 replaced the Price Control Financial Model (PCFM) that was previously used by National Grid ESO.  The model was first published by Ofgem and, once populated, was published on the NESO website[footnoteRef:2].  For each subsequent year, the model is administered by NESO and published on the NESO website. [2:  https://www.neso.energy/about/operational-information/regulatory-finance#Financial-Model-Publication
] 

The NESO Financial Handbook[footnoteRef:3] (paragraph 2.14) 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 2027 to 31 March 2028 we are therefore publishing the version of the model that is proposed to be used for calculation of 2027/28 allowed revenues.  This published version includes figures from previous publications to allow comparison but does not include any figures at this stage for 2027/28. [3:  https://www.ofgem.gov.uk/publications/financial-handbook-national-energy-system-operator-neso
] 

The financial model does not include any calculation amendments since the version used last year, the only change being a development of the revised calculation of gas revenue that was introduced last year, to maintain historical figures and therefore reduce any confusion that may have arisen.  This change has been discussed with 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 25 September 2026.


Model Changes
This section details the changes that have been made to the model since the version published last year.
Last year, a change was introduced to use the amount notified to National Gas (submitted in late October or early November) in the calculation of the Gas adjustment term to allow for any difference between the amount notified and the final amount generated by the model (published at the end of November).
This change meant that it was no longer necessary for the model to remember the amount generated in prior years but introduced an input for the amount notified to National Gas.
As a result, the ‘Live Results’ sheet of the model did not present the amount generated in prior years, rather the amount calculated now with the benefit of hindsight.  This had the potential to create some confusion as other figures on this sheet showed the amounts published in prior years so this years’ change is to reintroduce the saved element of gas revenue that was removed last year so that the ‘Live Results’ sheet shows a consistent figure for all categories each year.
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 28 November 2025[footnoteRef:4]. [4:  https://www.neso.energy/about/operational-information/regulatory-finance#Financial-Model-Publication] 

	Model Sheet
	Reference within sheet
	Notes on change made

	Saved results
	Rows 57 to 75 (entire gas section)
	Reinstated after deletion last year.  Needed to enable the model to remember the amount published in prior years, not just the amount notified to National Gas (which was added to the ‘Inputs’ sheet last year).

	Gas
	Row 49
	Added as a new row and splits the Gas revenue from a single line into two, using the figure held in ‘Saved Results’ for prior years.

	Gas
	Rows 49 and 50
	Headings changed to reflect the difference between previous publication and live calculation.



National Grid Electricity System Operator Limited
Company number 11014226
Registered office address 1-3 Strand, London, WC2N 5EH
	
	
	



image1.png
National Energy
M ° ° System Operator

National Energy System Operator Limited

Company Number 11014226

Registered office address St Catherine’s Lodge, Bearwood Road,
Sindlesham, Nr Wokingham, Berkshire, RG41 5BN




