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07 GAC Agenda

30th June 2026 — Broadwick House London

10.00-10.15 Welcome — Actions Review & General Updates
10.15-10.45 Current GAC Project Update
10.45-11.15 Gas Market Roadmap Feedback Session
11.15-12.30 Gas Market Roadmap — Future Projects Discussion
12.30-13.15 Lunch
13.15-13.30 NESO Headline Report
13.30-15.45 NESO Updates:

FES 10 Year Outlook

~Break~

NESO Biomethane Report “Exploring the Role of
Biomethane in the Energy System to 2050”
EMAC Updates

15.45-16.00 AOB & Close
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Actions Review

ID Description Owner Status

6.1 GAC Members to review draft GMRtobe  NESO Closed - report sent and feedback
circulated by NESO received

6.2 GAC Memobers to fill the Feedback form GAC  Open - GAC members to fill out form

on GAC term

Gas Advisory Council 2025/26
Feedback
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Hydrogen Blending June 2026

Discussions held so far: Key outputs:

15th Dec 2025: Hydrogen Blending Blending summary paper for review
Working Group Kick- off Session with members

11th Feb 2026: System Value Next steps:

Discussion - FTI Consulting In discussion with DESNZ for project

234 Feb 2026: Technical Readiness & next steps.
Regulatory Readiness Discussion -

Blending Implementation Following GMR Publication we will

look to commence the evidence

Programme gathering phase and regular
11th March 2026: NESO-DESNZ Bilateral optional working groups.
discussion

National Energy
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Hydrogen Blending Paper Discussio

Themes
A i N il

Safety and The HSE's decision on whether blending is safe is still pending.
regulatory approval

Strategic System If blending is deemed to be safe, further work may be required to
Value understand the strategic role of blending

[y LT3 EXL EEN ENATEY Linked into Government wider assessment for strategic system
end users value, there is an evidence gap around sensitive end users.

Interaction with Understanding the wider impact of blending inclusion in hydrogen

Business Models business models

N L ok The Real Time Settlement Methodology (RTSM) programme is
Billing and looking at more accurate and effective billing arrangements and
settlement will complete a cost-benefit analysis to assess the impact of a
implications variable calorific value.

(VU E LG ERS Network readiness and market arrangement to facilitate blending
Market are being looked at by the blending implementation programme.

arrangements (incl
code changes)

Blending decision expected 2027

Government cost-benefit-analysis (CBA)
work expected

Project workstream to identify scale of
potential impacts on sensitive users to
feed into DENSZ.

Government decision on blending +
policy levers/ subsidies

RTSM is best placed to continue work in
this space.

Xoserve to continue analysis on impacts
to central systems throughout project.
Blending Implementation Programme is
best placed to continue working in this
space.

Health and
Safety Executive
(HSE)

DESNZ

Gas Advisory
Council (GAC)

DESNZ

RTSM
workgroups

Blending
Implementation
Programme -
Phase 2
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Biomethane Post GGSS June 2026

Discussions held so far: Key outputs:

17t Dec 2025: Biomethane Working Biomethane summary paper for
Group Kick- off Session review with members

Feb/March 2026: Biomethane Aspects of report inputted into the
Stakeholder Engagement GMR

April 2026: Post GGSS Subsidy Next steps:

Workshop Circulation with DESNZ post member
May 2026: Supplier and Shipper review

Workshop Awaiting DESNZ consultation to
June 2026: Summary Paper determine if any further work
development necessary

National Energy
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Gas Storage June 2026

Discussions held so far:
4th December 2025: GAC & GSSA online meeting

17t December 2025: Gas Storage Project Update
(with DESNZ)

Decision made that, given limited resources and
the size of the current consultation, the most
pragmatic approach is to focus on completing
individual consultation responses and engaging
with DESNZ

Consultation close date: 18t February 2026

6th April 2026: Amy Coleman (DESNZ) provided
update on consultation at 06 GAC

Current Update:

Political uncertainty may have
implications for works

underway. DESNZ still aiming for a full
response to the consultation by the
end of the year or early next year. And
are still hoping to publish an interim
update before the summer but they
are navigating protocols around what
can and can’t be published during the
leadership contest.

Next Steps:

NESO support offered to DESNZ for
consultation analysis surrounding Gas
Storage.

National Energy
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Next steps: publication

Refine final GMR Gas Market Roadmap Move into the first GMR Projects and
messaging Publication Roadmap cycle Reporting cycle
Reflect formal Roadma Finalise Gas Market After publication, develop the Moving into the first GMR cycle we
feedback from DESNZ OF; em Roadmap for publication by evidence base, clarify will start projects formally and
: , Olgem, lead/support roles and report on the progress in the GAC
National Gas and GAC. 31 July 2026. coordinate progress. meetings.
NESO will support coordination We will also produce a summary
of areas for further work report at the end of the 2 year
through the first two-year cycle to summarise wider progress
Roadmap cycle. across industry.

Publication and follow-up: finalise for publication by 31 July 2026, then use the first Roadmap

cycle to progress evidence, refine areas for further work and support coordinated action.

National Energy
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GMR Feedback: You said, we did

Feedback received is shown as the main bullet; the indented bullet summarises what has been done.

- Broad agreement with the central challenges, however ensuring that it is clear to the reader that current
arrangements are working well
« What we did: we have added some clearer framing that the current arrangements are working well but change may
be needed to future proof the market.
- Need clearer framing and messaging; report felt long but not adding new insight for industry experts.

- What we did: Refined wording where possible. However, as this is the first GMR, the document has been deliberately
positioned as a high-level, accessible baseline rather than a directive or intervention-focused report. This reflects both
its early-stage nature and the importance of avoiding unintended market signals, particularly while policy development
remains ongoing.

- Question marks around the use of FES and FES 10 Year Outlook.

- What we did: we have clarified the uncertainty within the FES pathways and included 10YF figures to reflect the need for
action. Additionally, we may consider using additional scenarios in specific projects where relevant (eg as a
counterfactual/counter-balance)

* Roles, responsibilities and coordination needed to be clearer.
« What we did: Added further detail to define NESO, DESNZ, Ofgem and industry roles more clearly in gas market strategy.
- Gas quality should play a larger role.

« What we did: we have highlighted certain gas quality issues in relation to the development of emerging markets and
low carbon gases. We propose continuing to monitor and engage on gas quality issues with the GAC ahead of the next
GMR.

« Clarity needed on what happens next.

« What we did: Added clearer next-step framing through the roadmap projects section and next steps and conclusions.

We are also hoping that the project scoping phase will provide clarity on the projects next steps.



Gas Market
Roadmap
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GMR cycles and GAC involvement

Some projects outlined may require more involvement with the GAC than others, and
we are looking to seek your feedback on how you wish to be involved in projects. At a
minimum we would ensure GAC members are kept updated on project

developments. Options may include:

Consulted: Working Groups
Similar to GGSS/H2 Blending working groups.
Active participation through workshops and
meetings as the projects develop.

Consulted: Scoping Phase
NESO will run and own the project.
GAC members will be kept informed with project
developments and involved in the scoping phase

Informed:
NESO will scope, run and own the projects.

GAC members will be kept informed of project developments and
may be contacted for ad hoc support as needed

>

GAC level of
engagement

As we are still in the early phases of developing the project approach we will test NESO Lz

these options between GAC 06 and 07.

National Energy
System Operator
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Upcoming Projects

Gas Market
Transition

How costs, charging,
regulation and network
transition issues evolve

as gas demand declines
and the consumer
base changes.

How gas market
arrangements remain
reliable, responsive and
attractive to investors as
production declines and
imports rise.

How gas markets evolve
as gas increasingly
interacts with biomethane,
hydrogen and CCUS.

Immediate focus GMR 2028 Medium-term horizon

GMR 2026

GMR 2030

Charging resilience stress testing
Exploratory disconnections analysis

Decommissioning/repurposing and market issues

Capacity access review

Gas system impacts from power

(GAC project) Gas storage

Role of certification

Impacts of H2 on gas system

(GAC project) Hydrogen blending

(GAC project) Post-GGSS framework

Long-term roles and decisions

DESNZ: Policy decisions on longer-term transition
following future caills for evidence on gas network
investment and gas network transition

Ofgem: Final Disconnections Report to inform any
future regulatory actions required; establishing the
future regulatory frarmewaork

DESNZ: Strategic direction on the supply mix and
any policy interventions required to support
secure gas markets

NGT: Capacity Access review as part
of RIO-3

DESNZ: Further information on the post-GGSS
framework and future biomethane strategy

DESMZ: Future Hydrogen strategy update and
response on blending into gas network

National Energy s
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NESO Publications (April- June)

*  Summer Outlook 2026 (Apr 2026)
What: NESO's electricity system outlook for Apr—Oct 2026, covering adequacy expectations, operational challenges,
and market context.
Why it matters: Supports industry summer readiness and signals the operational risks/tools likely to be needed
over the period.
Link:

National Energy
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https://www.neso.energy/document/380251/download
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Key Publications (April — June)

1. DESNZ - Ofgem Review: final report (22 Apr 2026)
What: Final report on strengthening Ofgem’s role and powers.
Why it matters: Expands regulatory focus to evolving markets (e.g. heat, hydrogen, CCUS), supporting transition from gas to low-carbon alternatives.

2. DESNZ - Hydrogen to Power & interconnectors: government response (May 2026)
What: Government response on enabling hydrogen-fired generation in electricity markets.
Why it matters: Positions hydrogen as a future replacement for unabated gas in flexible generation and security of supply

3. Ofgem - Energy price cap update (27 May 2026)
What: Update to default tariff cap (Jul-Sep 2026 period).
Why it matters: Continued exposure to gas price volatility highlights importance of reducing reliance on natural gas and scaling low-carbon
alternatives.

4. DESNZ - Flexibility in electrolytic hydrogen production (ongoing consultation, Jun 2026)
What: Call for evidence on flexible hydrogen production.
Why it matters: Positions hydrogen as a key cross-vector flexibility solution (linking electricity surplus with gas networks).

5. DESNZ — UK ETS & CCS policy developments (consultations closed 4th Jun 2026)
What: Includes proposals on CCS pipeline regulation under the UK ETS.
Why it matters: Indicates progression of CCUS frameworks toward delivery, enabling decarbonisation of gas and industrial sectors.

National Energy
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https://assets.publishing.service.gov.uk/media/69e8e2ce08ecdb5c6f34ae22/ofgem-review-2026-final-report.pdf
https://assets.publishing.service.gov.uk/media/6a0343024fb0713aa63ea818/call-for-evidence-H2P-and-interconnectors-response.pdf
https://assets.publishing.service.gov.uk/media/6a0343024fb0713aa63ea818/call-for-evidence-H2P-and-interconnectors-response.pdf
https://assets.publishing.service.gov.uk/media/6a0343024fb0713aa63ea818/call-for-evidence-H2P-and-interconnectors-response.pdf
https://www.ofgem.gov.uk/press-release/energy-price-cap-will-rise-13-july
https://assets.publishing.service.gov.uk/media/6a16b44e29bb11891b1cf18a/flexibility-in-electrolytic-hydrogen-call-for-evidence.pdf
https://www.gov.uk/government/consultations/uk-emissions-trading-scheme-regulating-cross-boundary-ccs-pipelines
https://www.gov.uk/government/consultations/uk-emissions-trading-scheme-regulating-cross-boundary-ccs-pipelines
https://www.gov.uk/government/consultations/uk-emissions-trading-scheme-regulating-cross-boundary-ccs-pipelines
https://www.gov.uk/government/consultations/uk-emissions-trading-scheme-regulating-cross-boundary-ccs-pipelines
https://www.gov.uk/government/consultations/uk-emissions-trading-scheme-regulating-cross-boundary-ccs-pipelines
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Headline Report: Code Updates
Apr-Jun

- Ofgem has rejected modification which sought to establish an Independent Shrinkage Expert citing that a review
of the current shrinkage model would offer better value.

. Denton brickworks will be replacing 224 natural gas-powered burners with hydrogen-compatible
systems with aims to have one kiln fully operational on hydrogen—or both partially converted—by autumn 2027 with a
full site—wide transition to 100% hydrogen firing to commence in autumn 2028.

« Cadent raised to increase their accuracy when modelling biomethane capacity on the network by installing daily
metering equipment on sites not currently mandated.

« DESNZ held a call to discuss stakeholder engagement for the development of the Hydrogen Network Code which wiill
include webinars for general stakeholders and a small (circa 15 participants) advisory group who will shape the new
code.

« National Gas submitted their Exit Capacity Reserve Prices and the Annual Yearly and Annual Quarterly Interconnection
Point Reserve Prices for 1st October 2026 to Ofgem

« EDF has raised to move from capacity charging to commodity charging.

. that Xoserve has been invited to submit licensing assessment forms, on a non-competitive basis,
for the Gas Network Code Manager

« Cadent has been granted a 6 month extension for (socialisation of propanation costs) to allow NESO L=z
them time to complete analysis to aid in the discussion oo rerey [T
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https://www.ofgem.gov.uk/publications/unc0843-uniform-network-code-unc-proposed-changes
https://www.wienerberger.co.uk/about-us/news-blogs/wienerberger-secures-funding-for-first-hydrogen-fired-brick-kiln.html#imageGallery-root-imagegallery-1
https://www.wienerberger.co.uk/about-us/news-blogs/wienerberger-secures-funding-for-first-hydrogen-fired-brick-kiln.html#imageGallery-root-imagegallery-1
https://www.gasgovernance.co.uk/0933
https://www.gasgovernance.co.uk/ntscharges/2026
https://www.gasgovernance.co.uk/ntscharges/2026
https://www.gasgovernance.co.uk/ntscharges/2026
https://www.gasgovernance.co.uk/ntscharges/2026
https://www.gasgovernance.co.uk/0937
https://www.ofgem.gov.uk/decision/determination-basis-selection-code-manager-candidates
https://www.ofgem.gov.uk/decision/determination-basis-selection-code-manager-candidates
https://www.gasgovernance.co.uk/0917
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Molecule Consultations

These are the consultations that have been received and assessed this month

Ofgem
Ofgem
Ofgem

JO

Disapplication of TPD Section D7 (DSR Options) for 2026 &
only

Broadening the definition of the Data Permissions Matrix to

align with disclosure of UK Link Gemini data =

Ofgem
IGTUNC

Ofgem

FAS)

01/04/26
02/04/26
07/04/26
15/04/26
16/04/26
16/04/26
17/04/26
27/04/26

15/05/26

13/05/26
28/05/26
05/05/26
15/05/26
08/05/26
08/05/26
15/05/26
19/05/26

15/06/26

1)


https://www.ofgem.gov.uk/consultation/modifications-to-additional-riio-3-associated-documents?utm_medium=email&utm_source=dotMailer&utm_campaign=Daily-Alert_01-04-2026&utm_content=Modifications+to+additional+network+price+control+%28RIIO-3%29+associated+documents&dm_i=1QCB,96Q0K,AYPPPS,12IKVA,1,0,0,0
https://www.ofgem.gov.uk/consultation/modifications-to-additional-riio-3-associated-documents?utm_medium=email&utm_source=dotMailer&utm_campaign=Daily-Alert_01-04-2026&utm_content=Modifications+to+additional+network+price+control+%28RIIO-3%29+associated+documents&dm_i=1QCB,96Q0K,AYPPPS,12IKVA,1,0,0,0
https://www.ofgem.gov.uk/consultation/modifications-to-additional-riio-3-associated-documents?utm_medium=email&utm_source=dotMailer&utm_campaign=Daily-Alert_01-04-2026&utm_content=Modifications+to+additional+network+price+control+%28RIIO-3%29+associated+documents&dm_i=1QCB,96Q0K,AYPPPS,12IKVA,1,0,0,0
https://www.ofgem.gov.uk/consultation/modifications-to-additional-riio-3-associated-documents?utm_medium=email&utm_source=dotMailer&utm_campaign=Daily-Alert_01-04-2026&utm_content=Modifications+to+additional+network+price+control+%28RIIO-3%29+associated+documents&dm_i=1QCB,96Q0K,AYPPPS,12IKVA,1,0,0,0
https://www.ofgem.gov.uk/consultation/consultation-draft-second-preliminary-strategic-direction-statement-industry-codes
https://www.ofgem.gov.uk/consultation/consultation-draft-second-preliminary-strategic-direction-statement-industry-codes
https://www.ofgem.gov.uk/consultation/peterborough-compressor-emissions-re-opener-application
https://www.ofgem.gov.uk/consultation/peterborough-compressor-emissions-re-opener-application
https://www.ofgem.gov.uk/consultation/peterborough-compressor-emissions-re-opener-application
../../../../:b:/s/GRP-INT-UK-Gas-Market-Change/IQDjYHYjhl-hT4yS2a6PqaLQARu-E74vm5YDcxqwIWS7fiI?e=lUNt63
https://www.gasgovernance.co.uk/0923
https://www.gasgovernance.co.uk/0921
https://www.ofgem.gov.uk/consultation/market-stabilisation-charge-licence-condition?utm_medium=email&utm_source=dotMailer&utm_campaign=Daily-Alert_17-04-2026&utm_content=Market+Stabilisation+Charge+licence+condition&dm_i=1QCB,973QE,AYPPPS,12KIM7,1,0,0,0
https://www.igt-unc.co.uk/csl01/
https://www.igt-unc.co.uk/csl01/
https://www.igt-unc.co.uk/csl01/
https://www.ofgem.gov.uk/consultation/phase-2-tranche-c-draft-determination-liverpool-bay-ccs-ltd?utm_medium=email&utm_source=dotMailer&utm_campaign=Daily-Alert_15-05-2026&utm_content=Phase+2+Tranche+C+Draft+Determination%3a+Liverpool+Bay+CCS+Ltd&dm_i=1QCB,97UO3,AYPPPS,12OA8S,1,0,0,0
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Molecule Consultations

These are the consultations that have been received and assessed this month

e  lissuodBy _|Issued | Doadline
ofgem 22/05/26  19/06/26
JO 22/05/26  19/06/26
DESNZ 28/05/26  06/07/26
ofgem 29/05/26  14/07/26
DESNZ 28/05/26  06/07/26
IGTUNC 01/06/26  22/06/26
Ofgem 02/06/26  29/06/26
'&ﬂt‘gﬂgﬁg‘; 12/06/26  10/07/26

Bi-directional capacity exemptions (Moffat [ Gormanston TBC TBC TBC

Interconnector Points)

L=z
<


https://www.ofgem.gov.uk/consultation/notice-proposing-modifications-pension-regulatory-instructions-and-guidance?utm_source=Office%20of%20Gas%20and%20Electric%20Markets%20%28OFGEM%29&utm_medium=email&utm_campaign=15491252_Daily%20Update%20-%202026-05-22&dm_i=1QCB,9814K,AYPPPS,12P7CC,1,0,0,0
https://www.ofgem.gov.uk/consultation/notice-proposing-modifications-pension-regulatory-instructions-and-guidance?utm_source=Office%20of%20Gas%20and%20Electric%20Markets%20%28OFGEM%29&utm_medium=email&utm_campaign=15491252_Daily%20Update%20-%202026-05-22&dm_i=1QCB,9814K,AYPPPS,12P7CC,1,0,0,0
https://www.gasgovernance.co.uk/0920
https://www.gasgovernance.co.uk/0920
https://www.gasgovernance.co.uk/0920
https://www.gov.uk/government/calls-for-evidence/flexibility-in-electrolytic-hydrogen-production-and-use?utm_medium=email&utm_campaign=govuk-notifications-topic&utm_source=e7abdfbd-6169-469e-8cbb-5c7e2eea221e&utm_content=immediately
https://www.ofgem.gov.uk/consultation/securing-open-data-energy-triage-data-best-practice-guidance?utm_source=Office%20of%20Gas%20and%20Electric%20Markets%20%28OFGEM%29&utm_medium=email&utm_campaign=15499573_Daily%20Update%20-%202026-05-29&dm_i=1QCB,987JP,AYPPPS,12Q2VL,1,0,0,0
https://www.gov.uk/government/calls-for-evidence/flexibility-in-electrolytic-hydrogen-production-and-use?utm_medium=email&utm_campaign=govuk-notifications-topic&utm_source=e7abdfbd-6169-469e-8cbb-5c7e2eea221e&utm_content=immediately
https://www.igt-unc.co.uk/igt181/
https://www.igt-unc.co.uk/igt181/
https://www.igt-unc.co.uk/igt181/
https://www.igt-unc.co.uk/igt181/
https://www.ofgem.gov.uk/consultation/supply-chain-security-proposed-guidance?utm_source=Office%20of%20Gas%20and%20Electric%20Markets%20%28OFGEM%29&utm_medium=email&utm_campaign=15503480_Daily%20Update%20-%202026-06-02&dm_i=1QCB,98AK8,AYPPPS,12QHUD,1,0,0,0
https://urldefense.com/v3/__https:/www.nationalgas.com/sites/default/files/documents/Preliminary*20Consultation*20-*20Capacity*20Methodology*20Statements.pdf__;JSUlJSU!!NPmo!hf9OtkVyxWlf1FD1kEMbd_4AhdczTGFo3ESRPQpcnu0tOpvAQEv7J3oOODv9tilAxaesi2rOfi7XzlFz1gOiYwj1ouGyzfAccQ$

NESO Updates
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FES 10 Year
Outlook

Cameron Coogan

Section redacted
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Biomethane
Insights

Katy Read

Section redacted
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Agenda
tem __________Jlead ____________[tmo____§

Informal lunch and networking (optional) 12:00 - 13:00
Introductions and scene setting
Rebecca Beresford (NESO), Lizzie

Welcome Blaxland (NESO), Monica Collings 13:00 — 13:10 .
(Chair)

Pldybdck. of bilateral conversations and initial Monica Collings (Chair) 1310 = 13:40

observations

General updates

NESO's interconnector trading restrictions Cross-Border Strategy (NESO) 13:40 - 13:50

Break 13:50 - 14:10

For discussion

GB system investment and cost of capital levers Anthony Belcher (NESO) 14410 — 14:40

to optimise

Gas Markets Roadmap Martin Shannon (NESO) 14:40 - 15:20

Future EMAC topics Monica Collings (Chair) 15:20 — 15:40

. Close and next steps 15:40 — 15:45




NESO’s interconnector
trading restrictions

Magda Morenes (NESO)
Carlos Vallejo(NESO)
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EU — NESO Trading Limits

Restriction: IFA, IFA2, Eleclink France RTE

«  Maximum of 300MW trade on an Interconnector if trading in . i .
opposite direction to the Day Ahead schedule (each Viking Link Denmark Energinet
Interconnector assessed independently) BritNed B e [ ro—

* No restriction if trading in same direction as Day Ahead
schedule Nemo Link Belgium Elia

« AND, total of 1I500MW across all affected Interconnectors

« Each hour assessed separately

Key Points:

» Restriction is only on NESO trading activity, not market participants

« Short-term measure in place until the end of the year when a longer-term solution is planned
« NESO does not have concerns over electricity system security

« NESO can request additional volume above the limits if required for system security

National Energy
System Operator
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https://api.neso.energy/dataset/fdcb1853-4279-4fc9-acb2-d603965eab12/resource/74b56acb-e1ea-4c40-9f8a-2f4226630b2a/download/neso-trade-restriction-market-notice-14may26.pdf?_gl=1*e9nlx7*_ga*MjY0MDkxOTguMTc1OTMzMjMwNQ..*_ga_CJK764FKYM*czE3ODAzMDkyNjYkbzMxJGcwJHQxNzgwMzA5MjY2JGo2MCRsMCRoMA..
https://api.neso.energy/dataset/fdcb1853-4279-4fc9-acb2-d603965eab12/resource/74b56acb-e1ea-4c40-9f8a-2f4226630b2a/download/neso-trade-restriction-market-notice-14may26.pdf?_gl=1*e9nlx7*_ga*MjY0MDkxOTguMTc1OTMzMjMwNQ..*_ga_CJK764FKYM*czE3ODAzMDkyNjYkbzMxJGcwJHQxNzgwMzA5MjY2JGo2MCRsMCRoMA..
https://api.neso.energy/dataset/fdcb1853-4279-4fc9-acb2-d603965eab12/resource/74b56acb-e1ea-4c40-9f8a-2f4226630b2a/download/neso-trade-restriction-market-notice-14may26.pdf?_gl=1*e9nlx7*_ga*MjY0MDkxOTguMTc1OTMzMjMwNQ..*_ga_CJK764FKYM*czE3ODAzMDkyNjYkbzMxJGcwJHQxNzgwMzA5MjY2JGo2MCRsMCRoMA..

Public

EU — NESO Trading Limits

Example 1 Example 2

Interconnector A DA position Interconnector B DA position

Action 1 Action 3
Maximum of 300MW trade on an ﬂ, Reversing the flows is permitted <«
Interconnector if trading in Restricted ! within the limits Restricted'

opposite direction to the Day
Ahead schedule

Maximum of 1I500MW across all affected

Action 2 Interconnectors

No restriction if trading in same §—>+5OO For all the restricted actions
direction as Day Ahead schedule iUnrestricted

National Energy s
System Operator
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GB system investment
and cost of capital
levers to optimise

Anthony Belcher (NESO)
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Reducing risk premia- lever of change

What do we want to achieve?

Aims for the session:

NESO to understand how different risks drive
Cost of Capital

Promote discussion and engagement

Provide foundation for further engagement

and work on this topic

What are the main factors that make up risk premia?
Can we quantify them?
Which can NESO influence?

How can this drive lower energy costs for
consumers?

National Energy s
System Operator
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Driving
investment

UK energy goals will only

be met through the
continued deployment
of capital by investors

Energy policy

£15bn by 2030 — Gas
transmission and A Rdt?
distribution networks environment

o
‘ International
environment

&)ﬁ

£80bn (£9bn before
2030) — electricity
transmission network

£30bn per yearin
electricity generation
assets

Market
structure

Energy
plans
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Cost of

Capital

G A

Policy and Regulatory Risk

Market Risk
Price Exposure

Revenue Certainty Risk

Counterparty Risk

Construction [ Delivery
Risk

Technology Risk

Liquidity / Exit Risk

________________________________

_____________________________________________

Risk Factors

Sudden Rule Changes
Retrospective Interventions
Political Price Interventions

Price Volatility
Renewable Capture Price
Cannibalisation Effects
Correlation Risk (e.g. Weather / Price)

Contract or Merchant?
Price Volatility
Cap, Floor, Indexation?

Government Backed vs Commercial
Entities

Cost Overrun
Connection Delays
Planning Delays
Access to materials and Inflation

Unproven Technology
Unforeseen Costs

Market complexity limiting the ability to
sell assets

Mitigating Factors
Investment Levers

DESNZ, can NESO Influence?
Ofgem - price control periods

Network Build
CSNP
SSEP

Future market design
Long term PPAs
Capacity Market contract awarded

Connection Regime
Planning Reform
Seabed Leasing

Generation and storage investment
support mechanisms
Established supply chains

Future market design

National Energy
System Operator




Next Steps and
Close
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Next Steps for GAC

May 2026 June 2026 July 2026 Aug 2026 Sept 2026 Oct 2026
06 GAC 07 GAC GMR
Published 08 GAC
07 GAC 08 GAC
Comments Phase 2
and review projects +
of GMR feedback

GMR Drafting

GAC to review draft

GAC Cycle 2 Project Planning
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Cycle 2 GAC Projects
Kickoff

NESO L=

GAC Cycle 1Projects Continue as long as needed ool rorgy [

System Operator



AOB

1) Grant Wilson — £25m
Funding
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