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Foreword

The Energy Act 2023 introduced powers for the Secretary of State to make load control
and related activities licensable. This marks an important step toward a more flexible
and resilient energy system, as load control will play a vital role in enabling consumers
to participate in flexibility, helping Great Britain meet its Clean Power 2030" and Net
Zero 2050 objectives.

As Load Controllers and Flexibility Service Providers (FSPs) continue to create
innovative customer propositions to mainstream load control, and more enter the
market, we want to be clear: trust is the foundation of this market. As the market grows,
becomes more complex, and takes an increasingly central role in the energy system,
licence holders must not undermine that trust by exposing consumers to undue
financial risk, misrepresenting benefits, or engaging in practices that could harm their
interests. Transparency, fairness, and accountability are not optional, they will be
obligations under the licence. We will actively monitor to ensure compliance with
licence conditions.

It is critical flexibility works for consumers. That means making participation simple,
smooth and secure.

e Simple — so that people from all walks of life can engage easily and benefit from
the opportunities flexibility offers

e Smooth — ensuring a high-quality customer experience, with clear pathways
and minimal friction

e Secure —ensuring companies delivering these services meet effective
standards for cyber security and grid stability

As this market evolves, we must ensure it develops in a way that is innovative, resilient
and promotes growth. This means ensuring the burden of regulation is as minimal as
possible and proportionate to any harm it seeks to address.

This consultation explores how the load control licence will be implemented. To deliver
the outcomes we seek, the regime must reflect the strengths present in the sector —
recognising that many providers are already delivering effectively, including suppliers
who are already held to rigorous standards of consumer protection and financial
responsibility. The load control licensing regime is designed as a precautionary
framework, not a corrective one, and we are committed to ensuring that all new
requirements are critical to mitigating new load control-specific risks, not duplicating
existing obligations. We want this market to grow and innovate, so the regime must
allow space for evolution, but not cracks in its foundation. Customer trust must not be
compromised.

T Clean Power 2030 Action Plan - GOV.UK
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Our proposals for this new regulatory regime build on the principles set out in Ofgem’s
Markets Regulatory Vision and Strategy to 2030,2 which emphasises the need for energy
retail markets to deliver high quality service and good outcomes for consumers,
underpinned by proportionate protections and regulation, whist creating space for
innovation and investment. In line with the ambitions set out in this strategy, our
proposals in this consultation seek to strike the right balance: protecting consumers—
particularly those in vulnerable situations—while enabling dynamic business models
and new technologies to flourish.

This consultation invites views on how we shape that future together.

Marzia Zafar

Deputy Director - Digitalisation, Innovation & Decentralisation

2 Markets Regulatory Strategy and Vision to 2030 | Ofgem
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Executive summary

This consultation outlines Ofgem’s (Office of Gas and Electricity Markets) proposed
approach to implementation of a new licensing regime for load control under the Smart
Secure Electricity Systems (SSES) programme, developed in collaboration with the
Department for Energy Security and Net Zero (DESNZ). It aims to regulate load control
arrangements delivered via Energy Smart Appliances (ESAs) like EV chargers and heat
pumps, in order to ensure consumer protection, cyber security, and grid stability.

We expect the regulations to come into effect by the end of 2026 and the requirement
to hold a licence to undertake load control activity to come into effect in by the end of
2027, after a 12-month transition period.

The focus of each chapter is:

e Chapter 1, Introduction: introduces the SSES programme, sets out the context,
related publications and indicative timescales, and explains how the
consultation will shape Ofgem’s implementation proposals. It also explains how
to respond to this consultation and track its progress.

e Chapter 2, Load control licensing regime: this provides an overview and
strategic approach, outlining the scope and purpose of the load control licensing
regime and sets out Ofgem’s strategic approach to implementation, including
the Licence Policy Principles that have informed our proposals.

e Chapter 3, Implementation overview: provides an overview of the end-to-end
implementation process, including licensing, monitoring, compliance and
enforcement.

e Chapter4, Licence application process: details our proposed load control
licence application process, including evidence requirements and tailored
routes for different types of applicants. It also sets out expected timescales for
applications and our proposed position on tacit authorisation.

e Chapter 5, Monitoring and data requirements: describes our intended
approach for overseeing the regime through monitoring.

e Chapter 6, Compliance and enforcement: presents our proposed approach to
compliance and enforcement under the regime.

e Chapter 7, Cyber security implementation: summarises our approach to cyber
security implementation, including licence applications, monitoring,
compliance and enforcement. This also explains the regulatory approach for
different types of Load Controller.

e Chapter 8, Managing a licence once granted: sets out our proposal for
managing licences following licence grant, including licence modifications,
transfers, extensions/restrictions and revocations.
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e Chapter 9, Cost recovery: sets out our intended cost recovery mechanism.

e Chapter 10, Consultation questions: A consolidated list of the questions in this
consultation.

e Annex A, Key milestones: a summary of the key load control licensing
milestones.

e Annex B, Draft Terms and Revocation Schedule: the full draft licence terms
and revocation schedule.

We seek feedback from a wide range of stakeholders to ensure our decisions are
balanced and well-informed. This includes prospective licensees, consumer advocacy
groups, industry bodies, trade associations and other interested parties.

Stakeholders are invited to provide evidence, views and feedback on the proposals by
18th February 2026.
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1. Introduction

This chapter sets out the background of the SSES programme and explains what we are
consulting on. We also set out the context and other publications related to the
programme and provide an overview of indicative timings for the licensing regime. This
chapter also explains how to respond to this consultation, and how to track its
progress.

Background

1.1 The SSES programme, jointly developed by DESNZ and Ofgem under the
framework of the Energy Act 2023, aims to create the technical, regulatory, and
governance structures needed to unlock load control from ESAs. As part of this, a
new load control licensing regime is being developed which will putin place
requirements on organisations that are involved in providing load control to
certain domestic-scale ESAs, such as EV chargers and heat pumps. It will do this
by introducing two new, distinct licensable activities: load control (performed by
‘Load Controllers’), and providing load control arrangements (done by FSPs).

1.2 Thisregime is intended to promote consumer confidence in participating in
flexibility services, vital for Great Britain to achieve its Clean Power 2030° and net
zero goals, by putting in place essential protections to mitigate potential
consumer harms, as well as tackle growing risks to the security and stability of the
electricity grid.

1.3 Inline with our Markets Regulatory Vision and Strategy to 2030,* Ofgem will seek
to use its regulatory levers to implement the regime in ways that drive investment
and innovation to deliver better outcomes for consumers. This means that our
focus will be on delivering a regulatory approach that is consumer-focused,
proportionate, coherent with existing licence obligations for suppliers, and avoids
unnecessary regulatory burden.

What are we consulting on?

1.4 Ofgem will regulate the load control licensing regime and be responsible for
granting licences, monitoring licensees' compliance with regulatory
requirements, and taking any enforcement action as necessary. The purpose of
this consultation is to seek feedback on Ofgem’s strategic and operational
proposals for how the licensing regime will be implemented.

1.5 As part of this consultation package, Ofgem has also published a ‘Draft load
control licence application form’ as a separate Annex C which we are seeking
feedback on. This form builds on the proposed application process set out in this

3 Clean Power 2030 Action Plan - GOV.UK
4 Markets Regulatory Strategy and Vision to 2030 | Ofgem
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1.6

1.7

1.8

consultation and sets out what the finalised application form for load control
licence applicants would look like.

As part of this package we have also published ‘Draft load control consumer
protection guidance’ (Annex D) which we are also seeking feedback on. This draft
guidance sets out Ofgem’s expectations of licensees in this key area.

These proposals have been developed through significant external engagement
with industry and consumer representatives, including via a joint DESNZ-Ofgem
Licensing Working Group which first met in Spring 2025.

As well as providing an opportunity for stakeholders to provide feedback on the
proposals, setting out our plans will also assist industry in preparing for the
introduction of the new regime.

Context and related publications

1.9

Government is committed to introducing a new load control licensing framework
under 2023 Energy Act powers. Policy development has been underway since
2022 and was subject to three previous DESNZ consultations:

e 2022 Consultation and 2023 Government response: Delivering a smart and
secure electricity system: the interoperability and cybersecurity of energy
smart appliances and remote load control - GOV.UK

e 2024 Consultation and 2025 Government response: Delivering a smart and
secure electricity system: implementation - GOV.UK

e 2025 Consultation on SSES Enduring Governance and Government
response: Smart Secure Electricity Systems Programme (SSES): enduring
governance - GOV.UK

1.10 Through these engagements, DESNZ has confirmed the principles and policy

design of the load control licensing regime, as well as proposals for the long-term
governance of technical and security standards (referred to as ‘Enduring
Governance’), as part of the broader SSES programme.

1.11 DESNZ and Ofgem have worked closely together to translate the government’s

10

agreed policy framework into draft licence conditions, and DESNZ is publishing a
licensing consultation package in December 2025 which includes the draft
licence conditions. The full DESNZ consultation package includes:

e Licensingregime consultation document covering the proposals associated
with the regulations and licence conditions

e Draftregulations that DESNZ will introduce to establish load control as a
licensable activity and define the scope of the licence

e Draft load control licence conditions

L Impact assessment
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1.12

1.13

1.14

1.16

The DESNZ consultation package can be found here.

DESNZ is also consulting on the Tier 2 Cyber Assessment Framework (CAF) and
accompanying guidance which will set out how Load Controllers below 300MW
aggregate load should assess their cyber security and resilience. Due to the
sensitivity of the subject matter, stakeholders wishing to participate will need to
contact DESNZ directly to request to receive the consultation:
sses_cyber@energysecurity.gov.uk.

In parallel, this Ofgem consultation package on implementing the load control
licensing regime, ‘Draft load control consumer protection guidance’ (Annex D)
and ‘Draft load control licence application form’ (Annex C) sets out Ofgem’s
proposals for how the regime should be operationalised and our expectations of
licensees in line with the principles, policy design and enduring governance
frameworks set out by DESNZ.

We intend for the Ofgem and DESNZ consultation packages to provide a
comprehensive overview of the licence requirements, how the regime will
function, and what will be expected of licensees.

Ofgem has also recently released a Call for Input on how we should regulate the
supply market in the future, to gather input on how we can use outcomes within
our regulatory framework to both improve the customer experience and remove
burden on suppliers from some of the prescriptive rules, to enable innovation.®
Ofgem's goalis to create a regulatory framework that is forward-looking,
encourages competition and innovation, and ensures consumer protection
throughout the energy transition. The publication outlines expected outcomes for
all consumers and discusses potential adaptations to regulation to achieve these
goals. Although the initial focus is on the supply licence, Ofgem will consider
whether and how such an approach could also apply more widely, including to
Load Controllers.

Indicative timescales for load control licensing

1.17

Before the regime comes into being, secondary legislation is needed to determine
the standard licence conditions and give Ofgem powers to grant load control
licences. DESNZ expects to introduce this secondary legislation into Parliament in
Autumn 2026. Subject to Parliamentary approval, Ofgem expects to begin
accepting licence applications from the end of 2026, with a one-year transition
period before the requirement to hold a licence legally comes into effect. Ofgem
expects to begin monitoring, compliance and enforcement activity from the end of

5 Consumer outcomes CFl final.pdf
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the transition period. Further details on timelines and key milestones are set out
in Annex A.

Figure 1: Implementation consultation key milestones and indicative timescales

Early 2027
Cybersecurity and
Spring 2026 Autumn 2026 Resilience Bill expected
Response to Secondary to become law, subject
implementation legislation to parliamentary
consultation introduction by s procedure OES
: NIS requirements for End of 2027
10*" Dec 2025 package published DESNZ load c:qamrollers in effect Licence in force and
_ Ofgem . N l . - & Ofgem monitoring &
unplemenlat ion % T i i T h h compliance activity
consultation » 187 Feb2026 begins
package published Consultation ENdof2026 = — — — o o o o o o »
closes From mid-2026 Licence application
Technical and window opens
Security
Governance

Groups operational

Consultation stages

Stage 1 This consultation is published on 10th December 2025.

Stage 2 This consultation will close on 18th February 2026. We will publish non-
confidential responses on our website at Consultations | Ofgem. We intend to share all
responses to this consultation with DESNZ given their central role in delivering the load
control licence.

Stage 3 We will publish our response to this consultation in Spring 2026. Alongside this,
we will publish our response to the consultation on Draft load control consumer
protection guidance (Annex D) with the final guidance. We will also publish the final
load control licence application form.

How to respond

We want to hear from anyone interested in this consultation. Please send your
response to the team named on the front page of this document.

We have asked for your views on a number of specific questions throughout. Please
respond to each relevant question as fully as you can. All questions are reproduced in
Chapter 10.

Your response, data, and confidentiality

You can ask us to keep your response, or parts of your response, confidential. We will
respect this, subject to obligations to disclose information. For example, under the
Freedom of Information Act 2000, the Environmental Information Regulations 2004,
statutory directions, court orders, government regulations, or where you give us explicit
permission to disclose. If you do want us to keep your response confidential, please
clearly mark this on your response and explain why.

12
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If you wish us to keep part of your response confidential, please clearly mark those
parts of your response that you do wish to be kept confidential and those that you do
not wish to be kept confidential. Please put the confidential material in a separate
appendix to your response. If necessary, we will contact you to discuss which parts of
the information in your response should be kept confidential and which can be
published. We might ask for reasons why.

If the information you give in your response contains personal data under the General
Data Protection Regulation (Regulation (EU) 2016/679) as retained in domestic law
following the United Kingdom's withdrawal from the European Union ("UK GDPR"), the
Gas and Electricity Markets Authority will be the data controller for the purposes of
GDPR. Ofgem uses the information in responses in performing its statutory functions
and in accordance with section 105 of the Utilities Act 2000. Please refer to our Privacy
Notice on consultations, see Appendix 4.

If you wish to respond confidentially, we will keep your response confidential, but we
will publish the number, but not the names, of confidential responses we receive. We
will not link responses to respondents if we publish a summary of responses, and we
will evaluate each response on its own merits without undermining your right to
confidentiality.

How to track the progress of a consultation
1. Find the web page for the call for input you would like to receive updates on.
2. Click ‘Get emails about this page’, enter your email address and click ‘Submit’.

3. Youwill receive an email to notify you when it has changed status.

A consultation has three stages: ‘Open’, ‘Closed (awaiting decision)’, and ‘Closed
(with decision)’.

13
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2. Load control licensing regime: overview and strategic
approach

This chapter gives an overview of the key factors which have informed our strategic
implementation approach. When developing our proposals, Ofgem has considered the
scope and purpose of the licence, as well as DESNZ’s Licence Policy Principles that
have guided the licence development, and how these should be reflected in our
implementation. We have also considered the implications of introducing a load
control licensing regime for organisations that already hold a supply licence.

SSES purpose

2.1 The SSES programme is committed to promoting a thriving, innovative load
control market to deliver the best consumer outcomes. As part of this, the load
control licence will play a major role in building consumer confidence in engaging
in load control by addressing a number of existing, emerging and future risks.

2.2 Firstly, given the current geopolitical climate, a primary aim of the licence is to
tackle the growing risk of malicious cyber-attacks which have the potential to
cause severe harm to national security, the economy, and consumers.

2.3 To protect the stability of the electricity grid and address the operational risk of
large-scale load behaving unpredictably, the licence introduces obligations for
licensees to adhere to grid stability requirements that will be set out in industry-
led codes.

2.4 Thelicence will also introduce a set of broad, baseline consumer protections
which establish proportionate guardrails against a range of potential harms and
provide consumers with confidence they can engage confidently in the market.

2.5 Finally, the licence introduces a number of controls which aim to mitigate the
risks of financial and operational mismanagement, recognising that Load
Controllers exiting the market could undermine consumer trust by causing
inconvenience and a loss of financial reward.

Load control licence scope

2.6 Alongside this consultation on implementing the load control licensing regime,
DESNZ is consulting on the design of the regulations and licence conditions that
will introduce the load control licence, following the decision set out in the 2025
government response.

2.7 DESNZis proposing that the load control licence is a single licence that
encompasses two separate activities:

14
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e Performing the function of a Load Controller, defined as creating, changing, or
sending load control signals to ESAs (for the purpose of effecting load
control). This activity is known as ‘load control’, and organisations
undertaking this activity are known as ‘Load Controllers’

e Performing the function of an FSP, defined as entering into a contract to
provide load control to an ESA at that consumer’s premises. This activity is
known as providing load control arrangements, and organisations undertaking
this activity are known as FSPs

2.8 The Load Controller and FSP activities can be known together as ‘load control
activities’.

2.9 DESNZis also proposing to limit the requirement to hold a licence in relation to
certain ESAs, and domestic and small business consumers.

2.10 DESNZ is proposing that organisations may undertake one or both of the
licensable activities, and that licensees will only need to comply with the licence
requirements which are specific to the activity they intend to undertake. For
example, consumer protection requirements are relevant to the FSP activity as
they are the organisations entering into a contract with consumers directly.
Similarly, cyber security and grid stability requirements apply only to Load
Controllers.

2.11 Governmentis also proposing to distinguish between Load Controllers that
control a maximum aggregate potential load of below 300MW, and those
controlling loads equal to or greater than 300MW (for ease, this threshold is
referred to in this document as ‘above 300MW’). This is to ensure that cyber
security requirements placed on organisations are proportionate to the level of
risk. Further details on this are set out in DESNZ’s licensing consultation package
here.

2.12 DESNZ is proposing that the requirements will differ depending on the licensable
activity (providing load control arrangements as an FSP, performing the function
of a Load Controller, or both), and where relevant, based on the Load Controllers'
maximum aggregate load. This means that:

e Load Controllers who control aggregate load below 300MW would need to
comply with all requirements set out in the licence on cyber security, grid
stability, management and financial requirements, but not consumer
protections

e Load Controllers who control aggregate load above 300MW would need to
comply with the requirements set out in the licence on cyber security, grid
stability, and management and financial obligations, but not consumer
protections. In addition to these licence requirements, we expect DESNZ to
be granted powers to designate above 300MW Load Controllers as Operators

15
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of Essential Services (OES). Once designated, we anticipate that these
organisations would adhere to the cyber security requirements set out in the
upcoming amendments to the Network and Information Systems Regulations
2018, rather than the cyber security licence conditions. More detail on this is
set outin Chapter 7

FSPs will need to comply with all requirements set out in the licence on
consumer protection, and management and financial requirements, but not
cyber security and grid stability requirements

Licensees that are both an FSP and a Load Controller will need to comply with
all requirements set out in the licence: consumer protection, cyber security,
grid stability, and management and financial requirements

Table 1: licensees and load control requirements

Load control licence requirements that

T fli
ype of licensee will apply

Load Controllers
(aggregate load below
300MW)

e Cyber security

e Grid stability

e Management and financial
requirements

Load Controllers
(aggregate load above

e Cyber security (until designated as
OES for the purposes of load control
under NIS)

o Grid stability

300MW) . .
e Management and financial
requirements
e Consumer protection
FSPs e Management and financial

requirements

2.13 The scope of the licence will also be limited to load control of the following
specific ESAs:

16

Privately owned electric vehicles (EVs)
EV smart charge points (except public charge points and rapid charge points)

The following smart electrical heating appliances: relevant heat pumps,
storage heaters, relevant heat batteries, hot water heat pumps, standalone
direct electrical hot water cylinders and hybrid heat pumps

Smart battery energy storage systems (BESS)
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e Where appropriate, ancillary devices such as smart switches, if they are used
to control load on the above technologies

2.14 DESNZ remain open to expanding the scope of the licence in the future as new
technologies emerge and grow in flexibility capacity. Full details of the scope of
the licence are set out in DESNZ’s consultation package which is being published
in December 2025. Access the DESNZ consultation here.

Licence Policy Principles

2.15 The load control licence is being developed as a precautionary regulatory regime
with the key aim of supporting consumer confidence in load control. We expect
prospective licensees will vary in terms of business model, scale, maturity, and
whether they undertake further licenced activities such as supply. This diversity
underscores the need for a proportionate and flexible approach.

2.16 To reflect this, DESNZ developed the following Licence Policy Principles to guide
the development of the licence, in line with the purpose outlined above.® These
reflect the key risks that the programme is being introduced to tackle, as well as
the broader outcomes that government is seeking to achieve:

e Licence Policy Principle 1: Consumer protection and experience. The
licensing approach must provide sufficient assurance that consumers will be
protected when they enter into load control arrangements.

e Licence Policy Principle 2: Ensure energy security. The approach must provide
sufficient assurance that Load Controllers are taking proportionate steps to
mitigate cyber security risks and avoid impacts to grid stability.

e Licence Policy Principle 3: Enable vibrant markets. The regime must allow the
load control sector to grow and innovate at the pace needed to deliver
government’s wider goals of decarbonising the electricity system and
maintaining energy security.

e Licence Policy Principle 4: Enable effective regulation. As well as driving
positive outcomes for consumers, the electricity system and businesses,
Ofgem must also be able to effectively monitor and if necessary, enforce
against requirements in the licence in practice.

Implementing the Licence Policy Principles

2.17 These Licence Policy Principles have informed the development of our proposed
approach to implementation. In addition, Ofgem is guided by its statutory Growth

8 smart-secure-electricity-systems-2024-licensing-consultation.pdf
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2.18

2.19

2.20

2.21

2.22

Duty’ which commits us to delivering a regulatory approach that has regard to the
promotion of sustainable economic growth. In line with this, we have carefully
considered the impact of the load control licensing regime on the economy as a
whole, and have sought to ensure that our implementation approach supports
this growth agenda by developing requirements that are proportionate, necessary
and consumer-focused, coherent with existing licensing regimes, and create the
foundations for a responsible and innovative sector to thrive.

Achieving our strategic ambitions for a load control sector which balances the
Licence Policy Principles will require careful consideration of the diverse needs of
market participants, each of whom faces distinct challenges. We recognise that
small and medium sized businesses may find it difficult to operate under the
same level of scrutiny as larger, more established companies, while those already
subject to existing licences have raised concerns about duplication and
unnecessary bureaucratic burdens being introduced by the load control licensing
regime, in addition to their existing regulatory obligations.

At the same time, it is essential to ensure that consumers are consistently and
adequately protected, regardless of how they engage in flexibility (whether via an
independent Load Controller or FSP, or their supplier). To ensure our approach is
practical and delivers the programme’s strategic ambitions, we believe it should
be proportionate and iterative.

Proportionate regulation

In order to enable vibrant markets, Ofgem will seek to minimise regulatory burden
wherever possible. In particular, we recognise that load control arrangements are
dependent on supply and can often be delivered to customers as a single service.
Therefore, in developing the licence requirements and implementation approach,
Ofgem and DESNZ are seeking to align closely with supply licence provisions
wherever appropriate, to ensure consumers are comprehensively protected and
that unnecessary regulatory complexity is avoided.

We also recognise that existing supply licence holders have previously undergone
a process of regulatory scrutiny to obtain their supply licence, and are subject to
ongoing monitoring and compliance obligations. Therefore, we are committed to
developing an implementation approach that recognises this and minimises
unnecessary duplication.

In addition, the load control sector is a nascent market with many small
organisations, and we endeavour to ensure that any requirements are necessary,
proportionate to the level of risk and not unduly burdensome.

71n 2024, the government introduced a Growth Duty for regulators which requires Ofgem to have regard
to the promotion of sustainable economic growth through its regulatory activities. Ofgem contributes to
economic growth through regulation that minimises costs and provides a stable investment environment
in the energy sector and beyond. Ofgem-ARA-24-25-Final.pdf
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2.23

2.24

2.25

Iterative regulation

In order to enable effective regulation, and in recognition that the load control
licence will introduce novel requirements to a nascent market, our
implementation approach should be iterative and allow for evolution over time.

This will ensure that our regulatory approach remains appropriate and can
continue to develop in response to market insights and new risks as they emerge.
For example, if complaints data highlights particular issues, such as FSPs
demonstrating poor customer service, we may choose to prioritise compliance in
that area.

Additionally, there may be a need to iterate our approach in response to wider
changes in the policy or regulatory landscape. For example, Ofgem has recently
published its Markets Regulatory Strategy and Vision to 20308 and a Call for Input
exploring how our regulation of the supply market may need to evolve in the future
to deliver good consumer outcomes®. As we move towards implementing the load
control licensing regime, we will bring together our thinking with these other
programmes of work to ensure we are aligned moving forwards.

Licensed suppliers as load control licensees

2.26

2.27

A specific implementation challenge with regards to the above principles is how
the regulatory regime should apply to existing licensed suppliers of domestic
consumers. The activities of supply and load control are distinct, but are often
closely linked and can be delivered as a single combined service to consumers. In
this scenario, the consumer protections afforded by the supply licence are to a
higher standard compared to those afforded by the load control licence.

At the same time, there are key distinctions between supply and load control, and
the nature of load control as a behind-the-meter activity poses specific risks,
particularly in relation to cyber security and grid stability. In addition, if suppliers
are providing load control to a customer separate to a supply service, these
customers are not currently protected. It is therefore important to consider how to
ensure the implementation approach to existing supply licensees is proportionate
and minimises any additional unnecessary burden where they are already
complying with the supply licence, whilst also ensuring critical protections are
sufficiently robust. In addition, we recognise that the supply licence may evolve,
and we need to be agile in managing how the regimes interact.

2.28 Within this consultation, we set out our intended approach to meet these

challenges whist ensuring that DESNZ's overall Licence Policy Principles are
maintained.

8 Markets Regulatory Strategy and Vision to 2030 | Ofgem

® Consumer outcomes CFl final.pdf
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2.29

2.30

2.31

Firstly, there is merit in considering the case for licence condition derogations to
manage instances of significant overlap, which may result in additional regulatory
burden being placed on a supply licensee without leading to additional consumer
benefit. This would mean that specific licence conditions could be ‘disapplied’ for
licensed suppliers. At this stage, government and Ofgem believe licence condition
derogations may be suitable where a supply licensee delivering a bundled supply
and load control service is already subject to and demonstrably meeting supply
licence conditions. These requirements arguably deliver the same core purpose
as the load control licence condition (eg, obligations related to management and
financial and/or consumer protections), so the consumer benefit in imposing the
additional load control licence condition is arguably likely to be limited.

DESNZ and Ofgem are interested in gathering evidence of the potential impact of
such an approach, including which licence conditions could be considered
suitable. The DESNZ Licensing Consultation provides further information on
government and Ofgem's thinking in this area and provides an opportunity for
stakeholders to provide evidence and feedback on this question.

In addition, we have developed an application process whereby domestic
licensed suppliers would not need to provide evidence in areas where the load
control requirements are sufficiently similar to the supplier requirements. Further
details are set out in Chapter 4.

Questions

Q1.

Q2.

Do you agree that the Licence Policy Principles, as well as Ofgem's Growth Duty,
are the correct principles to guide the development of Ofgem’s implementation
proposals? Please provide reasons for your answer.

Are there other measures Ofgem and DESNZ should consider in order to ensure
the regime is proportionate and our approach minimises unnecessary burden?
Please provide reasons for your answer.

Note, please refer to the DESNZ Licensing Consultation for a specific question on
licence condition derogations.
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3.

Implementation overview

This section provides a high-level overview of Ofgem’s regulatory processes and
explains the key aspects of implementation that we are considering for the load control
licensing regime. It covers how licensing works, including the process for obtaining a
licence and what monitoring, compliance and enforcement mean once a licence is
granted. Finally, this section touches on how Ofgem interacts with other bodies in
relation to these functions.

Licensing

3.1

3.2

Licensingis one of the primary ways Ofgem regulates companies operating in the
energy markets of Great Britain. These licences set out obligations designed to
protect consumers and ensure fair competition. Each licence comes with
standard conditions which apply to all licensees.

In order to apply for a licence, prospective licensees will need to apply to Ofgem
and provide evidence of their capacity to comply with their obligations. Ofgem will
then assess the application. If granted a licence, the licensee must comply with
all relevant licence conditions and industry codes. Chapter 4 of this consultation
sets out in detail the proposed application process for the load control licence.
The full Draft load control application formis included in Annex C.

Monitoring

3.3

3.4

Monitoring is the ongoing process by which Ofgem gathers and reviews
information from regulated entities to ensure they are meeting their licence
obligations. This typically involves collecting data from licensees and other
sources on key activities and analysing trends or risks across the sector.
Monitoring also helps Ofgem maintain oversight of the market, identify emerging
issues, and inform future regulatory decisions.

For the load control licence, we are planning to take a three-tiered approach to
monitoring that will cover compliance monitoring, market insights monitoring and
cyber monitoring. Our approach to monitoring is covered in further detail in
Chapter 5.

Compliance

3.5

21

For licensees, compliance means consistently meeting all obligations set outin
the licence and relevant regulations. Ofgem monitors licensees to ensure these
standards are maintained and may take action in egregious cases if obligations
are not met. As part of this process we will also consider whether the rules are
delivering their original policy intent and ensure findings are fed back into policy
development.
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3.6 The goal of compliance is to work cooperatively with licensees to resolve issues
as quickly as possible and agree a proportionate remedy without further
escalation.

3.7 Compliance engagement can take on different forms depending on the
circumstances. Various compliance tools are used, such as guidance, requests
for information (RFIs) and account management. Account management refers to
Ofgem’s approach to maintaining an ongoing structured relationship with
regulated entities with the purpose of facilitating communication and supporting
and monitoring compliance. Where compliance risks are identified we will begin
an assessment and ask licensees for more information. If this becomes a
compliance concern, we will open a compliance case, share our findings, and
agree on corrective actions.

3.8 Our proposed compliance approach for the load control licence is detailed in
Chapter 6.

Enforcement

3.9 Asabove, through our monitoring and compliance activity, we aim to work
cooperatively with licensees to resolve issues prior to instigating any potential
enforcement activity. However, in some cases, matters will be escalated to the
Enforcement team to consider if any action is required. Enforcement action is
reserved for the most serious cases, for example, when a licensee has been non-
cooperative as part of our compliance engagement.

3.10 Enforcement action may include, but is not limited to, imposing financial
penalties, issuing consumer redress orders, or issuing provisional or final orders
for breaches of relevant licence conditions. Alternatively, Ofgem may decide not
to take any further action following an investigation. Our proposed enforcement
approach for the load control licence is detailed in Chapter 6.

Role of other bodies in compliance and enforcement

3.11 Several additional organisations will maintain an ongoing role concerning
compliance and enforcement. Ofgem will collaborate with these bodies where
appropriate as part of its responsibilities.

Ofgem’s interaction with the Security Governance Group (SGG)

3.12 The Security Governance Group (SGG) will be an industry-led body within the
SSES governance framework. Its primary purpose will be to provide specialist
cyber security oversight and assurance for organisations operating as Load
Controllers with an aggregate load of below 300MW under the load control
licence. Ofgem will work closely with the SGG to ensure that regulatory objectives
and consumer protections remain central as governance responsibilities evolve.

22
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Role of the Office for Product Safety and Standards (OPSS)

3.13 The Office for Product Safety and Standards (OPSS) will be the enforcement body
for ESAs that connect to the electricity system. OPSS will enforce performance
and device-level security required by ESA regulations, acting on behalf of the
Secretary of State. Although the ESA regulations are independent of the load
control licence, OPSS will join the SGG with Ofgem and DESNZ to support
regulatory alignment and government’s policy aims.

Standard implementation Process

3.14 The flow chart below outlines the standard implementation process from licence
application through to monitoring, compliance, and enforcement.

Figure 2: Flow chart demonstrating the implementation process

Compliance Monitoring Enforcement
Ofgem will begin Ofgem will collect data If licensees fail to comply,
compliance engagement from licensees and Ofgem may take action such
from when the other sources on key asissuing penalties, orders
requirementto hold a activities and analyse and in serious cases revoking
licence comes into effect trends and risks the licence.

Licensing
Prospectivelicensee
submits application to
Ofgem. Ofgem assesses @
applications and makes
decision on whether to grant
the licence

B T >

Requirementto hold
alicence in effect
licensee must comply
with all licence
conditions and
industry codes
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4. Licence application process

This chapter sets out Ofgem’s standard licence application process, and the proposed
process for load control licence applications, including the application form evidence
requirements. It explains that we are proposing different application processes for
different types of licensees. It also sets out expected timescales for processing
applications, and our proposed approach to tacit authorisation.

Licence application process

4.1 Ofgem s responsible for processing licence applications and deciding whether a
licence should be granted. We have an existing process in place for assessing
applications for other types of licence, which we intend to adapt for the load
controlregime.

4.2 The standard process for assessing licences is:

Applicant submits an application and pays the application fee
Ofgem acknowledges receipt of the application

Ofgem checks if the application is ‘duly made’ (the fee has been paid, and
sufficient information has been provided for Ofgem to begin its assessment)
and confirms to the applicant

Ofgem and the applicant publish a notice that an application has been made,
to allow stakeholders to lodge any views

Ofgem assesses the application and evidence provided

Ofgem decides if the licence should be granted, and notifies the applicant of
its final decision

If alicence is granted, Ofgem issues the licence to the applicant, and it is
published on Ofgem’s Electronic Public Register™

If alicence is refused, Ofgem advises the applicant, with reasons for the
refusal

4.3 As mentioned in Chapter 2, we are considering the case for load control licence
condition derogations where there is significant overlap with existing licence
requirements which may result in unnecessary regulatory burden for licensees
with limited consumer benefit. Should Ofgem and government decide to pursue
this option, we would amend the licence application process to reflect this
direction.

9 Home Page - Ofgem Public Register
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Application form

4.4 The standard electricity licence application form is set out in the Electricity
(Applications for Licences, Modifications of an Area and Extensions and
Restrictions of Licences) Regulations 2019 and can be found on Ofgem’s

website.""

4.5

We will amend this form to bring the load control licence into scope and include

specific questions relevant to load control and FSP activities. The following table
sets out the evidence requirements that we propose will be included for load
control licence applications. The exact questions are set outin Annex C and

referenced in brackets below.

Table 2: Load control licence application and requirements

Regulation area

Description of evidence requirements

Standard questions

(questions 1.1-8.4)

Details about the company, including structure
and ownership, and any other licences held.

Suitability to hold a licence
(questions 10.1-10.7)

Confirmation that directors and key senior
individuals are fit and proper to hold a licence,
and a declaration of the accuracy of information
provided.

Operational capability a): Proposed
arrangements for commencing
licensable activity (question 11.1)

A summary of the systems, processes and
financial arrangement that applicants will have
in place to ensure they can meet licence
obligations.

Load control licensable activity

(questions 19.1-19.2)

Specify which licensable activity/ies will be
undertaken (select all that apply): Flexibility
Service Provider Load Controller — below 300MW
Load Controller — above 300MW.

Financial responsibility

(question 19.3)

Evidence of financial viability, which may
include proof of funding, funding sources, and
financial forecasts.

" Gas and electricity licence application forms | Ofgem
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Regulation area

Description of evidence requirements

Operational capability b): Proposed
plans for first two years’ operation

(question 19.4 and 21.4)

Proposals for the first two years’ operation
following the licence being granted, to
demonstrate they have made appropriate
preparations, that plans are based on
reasonable assumptions, and they are able to
meet operational capability requirements.

Customer protection obligations
(FSPs only, question 20.1)

Statement of intent setting out the steps that will
be taken to comply with customer protection
requirements.

Cyber security

(Load Controllers only, questions
21.11t021.8)

List of organisational systems (including
software), facilities, infrastructure and
technologies that facilitate the licensee's
licensed activity.

Confirmation of aggregate load at the point of
application and a forecast of aggregate load over
the next two years.

Name and contact details of Cyber Responsible
Officer (and deputy(s)) and escalation routes for
contact.

Self-assessment against the relevant CAF profile
and statement of intent to comply with any
future cyber security requirements as
determined by the Authority.'

Evidence that the applicant has made contact
with the Cyber Resilience Audit (CRA) scheme or
reasonable equivalent and is progressing with
steps to undertake an audit.

Any alternative accreditations already achieved.

Industry codes

(Load Controllers only, questions
22.1-22.3)

Provide statement of intent to comply with the
following codes:

e Grid Code
e Distribution Code

12 Cyber Assessment Framework - NCSC.GOV.UK, The Cyber Assessment Framework is a tool developed
by NCSC to allow organisations to understand and assess their security posture. DESNZ has developed
specific CAF profiles which sets out the expected minimum security maturity to operate in the load

control sector.
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Regulation area Description of evidence requirements

Provide statement of intent to accede to the
following codes:

e Connection and Use of System Code
(CUSC)

e Distribution Connection and Use of
System Agreement (DCUSA)

Provide evidence that applicant has made
contact and is progressing with the application
to accede to the following code:

e Balancing and Settlement Code (Load
Controllers with aggregate potential of
below 300MW only)

4.6 We will set out further information on our expectations of applicants in guidance

4.7

as part of the existing ‘Applying for a gas or electricity licence’ guidance.”™ We
intend to consult on the draft updated guidance in Spring 2026.

Given that cyber security requirements will be novel for all licensees and will
require a bespoke approach to assessment compared to the other application
form areas, we have set out further details on the evidence we will require and
how this will be assessed in Chapter 7.

Types of load control licence applicant

4.8

4.9

When developing proposals for the licence application process we have
considered the licensing regime’s scope, purpose and Licence Policy Principles,
as set out in Chapter 2. In addition, we recognise that there are many
organisations already undertaking FSP and Load Controller activities that will
eventually become licensed, including some licensed suppliers. Therefore, we
have sought to develop a process that is suitable for different types of future
licensee, in line with our iterative and proportionate approach.

We are proposing that all organisations wishing to undertake load control
activities will need to apply for and secure a licence by the end of a 12-month
transition period in order to continue operating lawfully. This includes
organisations that are already undertaking or plan to undertake load control
activities before the end of the transition period, and organisations that already
hold an electricity supply licence. The purpose of this transition period is to
ensure that organisations already undertaking load control activities are able to

3 Applying for a gas or electricity licence
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4.10

apply for a licence, and to allow time for Ofgem to process these applications.
Further information on timescales for applications is set out later in this Chapter.

Prospective applicants can be divided into three categories:

e Licensed suppliers. Some electricity suppliers are already Load
Controllers/FSPs, and in the longer term we expect most suppliers to begin
undertaking load control activities

e Existing non-supplier Load Controllers and FSPs. Many current Load
Controllers and FSPs do not hold a supply licence

e New Load Controllers and FSPs. As load control continues to grow in
significance, we expect an increase in new organisations seeking to enter the
load control market

Application process for different types of licensee

4.11

To ensure the licensing regime is suitable for all types of organisations, we are
proposing to develop a ‘dual track’ application system, whereby certain evidence
requirements will not apply to organisations that already hold an electricity supply
licence before the load control licence opens for applications in 2026. This relates
to those areas where there is significant duplication with supply licence
requirements, such as consumer protections, and financial and management
controls.

Organisations that are not already licensed suppliers, including those already
undertaking load control activities, before the load control licence opens for
applications in 2026, will be subject to the full evidence requirements when
applying for the licence. All relevant licence requirements will apply to all load
controllicence holders once the licence has come legally into effect, following
the 12-month transition period.

Application process for licensed suppliers

4.13

28

We propose that organisations that are licensed to supply domestic consumers
before the load control licence opens for applications, and which intend to
undertake the FSP activity only (not the load control activity) should submit an
application providing standard company details (questions 1 -8 in the application
form) and specific licence related questions (questions 19.1-19.2 in the
application form). Ofgem will conduct initial internal checks to determine whether
there are any pre-existing non-compliance issues. If existing non-compliance
issues are identified, the applicant would need to provide information on what
those issues are and how they are being addressed, in order for Ofgem to assess
this and determine whether they should be required to complete the rest of the
application form. If there are no existing non-compliance issues, we expect the
licence would be granted.
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4.14 We believe it is appropriate for these licensed suppliers, if they pass the initial

4.16

4.18

4.19

29

internal checks, to not provide evidence on consumer protection and financial
and management controls, because they are already required to meet similar
obligations in relation to their supply activities. This proposal would apply only
where the organisation applying for the load control licence is the same legal
entity as the organisation holding an electricity supply licence. Where an
organisation applying for the load control licence is part of a broader
group/holding company which may hold a supply licence, but is a distinct legal
entity within this group, the organisation would need to submit the full application
form and answer all relevant questions.

We do not propose that non-domestic only licensed suppliers should be subject
to this process, because we do not believe the licence obligations they are
subject to, particularly in relation to consumer protections, are sufficiently
similar.

All licensed suppliers already or planning to operate as a Load Controller will need
to provide evidence for the cyber security section of the application form, and a
statement of intent to comply with any load control-specific Grid Stability
requirements to be set outin the Grid Code and Distribution Code. This reflects
the fact that these will be new, bespoke requirements within the licensing regime
intended to mitigate the high-priority risk to security of supply.

We believe this approach reflects the SSES policy principles and is proportionate
to the low risk of potential harm from already licensed suppliers, which are
subject to ongoing monitoring and compliance oversight from Ofgem. We believe
that our proposal to implement initial checks to determine whether there are any
pre-existing compliance issues will also minimise the risk of a load control licence
being granted to a poorly performing supplier without due scrutiny.

As mentioned earlier in this chapter (and in Chapter 2), we will consider the case
for load control licence derogations and will amend the application process
accordingly if they are required.

See figure 3illustrating the assessment process for a supplier.
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Figure 3: Worked example - process for a licensed supplier to become an FSP

Licensed supplier fills out application farm
questions 1-8 (standard questions) and
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Application process for non-suppliers

4.20 We propose that organisations that are already operating as Load Controllers or
FSPs before the load control licence opens for applications, and which do not
hold a domestic electricity supply licence, should complete all relevant areas of
the application form as set outin Chapter 4. We also propose that organisations
looking to enter the market after the load control licence opens for applications
should follow this same process.

4.21 The rationale for this is that these organisations have not previously undergone
any process of regulatory scrutiny, and therefore it is important for Ofgem to
assess their readiness and ensure that they are suitable to be licensed. Thisisin
line with the Licence Policy Principles, in particular Principle 1: Consumer
protection and experience, and Principle 2: Ensure energy security, as well as our
commitment to ensuring our approach is proportionate.

4.22 We recognise that there are some organisations that have already been operating
as FSPs or Load Controllers for many years. In designing the application process,
we have sought to ensure that the evidence requirements are proportionate and
not unduly burdensome, and there are opportunities for existing operators to

provide evidence of their track record.

Table 3: Type of applicant and application area to complete

Type of applicant

Areas of the application form to be completed

FSPs who do not hold a domestic
electricity supply licence

Standard questions:

Applicant details (question 1.1-question 1.10)
Licence details (question 2.1-question 2.3)
Directors, holding company, parent
undertaking, effective control, shareholders
(question 3 - question 7)

Previous applications/licences held (question
8)

Financial and management controls:

Suitability to hold a licence (question 10.1 to
question 10.7)

Operational capability: Proposed
arrangements for commencing licensable
activity and proposed plans for first two years’
operation - (questions 11.1 and question 19.4)

Consumer protections:

Customer protection obligations - (question

20.1)
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Type of applicant

Areas of the application form to be completed

Load Controllers who do not hold
a domestic electricity supply
licence

Standard questions:

e Applicant details (question 1.1- question 1.10)

e [Ljcence details (question 2.1 - question 2.3)

e Directors, holding company, parent
undertaking, effective control, shareholders
(question 3 — question 7

e Previous applications/licences held (question
8)

Financial and management controls:

e Suitability to hold a licence (question 10.7 -
question 10.7)

e Operational capability: Proposed
arrangements for commencing licensable
activity and proposed plans for first two years’
operation (question 11.1 and question 19.4)

Cyber security:

° Question 21.1 to question 21.8

Industry codes:

e Questions 22.1to 22.3

Domestic electricity suppliers
already operating as FSPs only
(and not Load Controllers) before
the load control licence opens for
applications; and

Domestic electricity suppliers
looking to become FSPs only
(and not Load Controllers) after
the load control licence opens for
applications

Standard questions only (subject to outcome of
Ofgem pre-existing compliance checks, otherwise
consumer protection, and financial and
management controls checks would also apply)

e Applicant details (question 1.1- question 1.10)

e Lijcence details (question 2.1 - question 2.3)

e Directors, holding company, parent
undertaking, effective control, shareholders
(question 3 — question 7)

e  Previous applications/licences held (question
8)

Domestic electricity suppliers
already operating as Load
Controllers before the load
control licence opens for
applications; and

Domestic electricity suppliers
looking to become Load
Controllers after the load control
licence opens for applications

Standard questions (subject to outcome of Ofgem
initial internal checks for pre-existing compliance
issues, otherwise financial and management
controls checks would also apply)

e Applicant details (question 1.1- question 1.10)

e Ljcence details (question 2.1 - question 2.3)

e Directors, holding company, parent
undertaking, effective control, shareholders
(question 3 — question 7)

e Previous applications/licences held (question
8)
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Type of applicant Areas of the application form to be completed

Cyber security:

e Questions21.1-21.8

Industry codes:

e Questions 22.1- 22.3

Timescales for applications

4.23

4.24

4.25

4.26

4.27

We are currently developing the detailed application process. It is normal practice
for Ofgem to set out an expected maximum time period for the processing of an
application, once that application is deemed to be ‘duly made’.' As an indication,
the timescales to process different types of application ranges from 65 working
days for an electricity generation licence, up to 9 months for an electricity supply
licence.™

We expect to receive a surge of initial applications when applications open from
organisations already undertaking load control activities to obtain a licence by the
end of the proposed 12-month transition period and continue operating lawfully.

Ofgem will process applications in the order they are received. We propose that
organisations wishing to continue or commence load control activities from the
end of the transition period should submit a licence application within 3 months
of licence applications opening. This would allow Ofgem 9 months to assess the
application and make a decision. As this is the same timeframe Ofgem allows to
process a supply licence application, we believe this should allow adequate time
for Ofgem to assess the load control application and make a decision. However,
there may be occasions when Ofgem cannot make a determination on an
application in that time. It is also important to note that applying for a licence
does not guarantee that one will be granted, as a decision may be made to reject
an application.

In the event a decision has not been made by the end of the transition period, this
means the company would not be licensed and would not be able to continue to
operate legally until a licence is granted.

We anticipate that following the initial wave of applications (from the application

window opening to the end of the transition period when the requirement to hold a
licence comes legally into effect), application processing times will reduce. This is
partly because we expect initial applications to take longer given this will be a new

14 “Duly made” means an application is complete with all necessary information submitted — more detail
is set outin our general application guidance:
Guidance_on_how_to_apply for_a_gas_or_electricity_licence.pdf

s Timescales are set out in our licence applications guidance:
Guidance_on_how_to_apply for_a_gas_or_electricity_licence.pdf
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process, compared to future years when the process will be more mature, and
because we expect applications to be concentrated during the initial wave.
Following the initial wave, we will determine a reasonable and proportionate time
period and publish our decision.

Tacit authorisation

4.28

4.29

For some types of activity (such as generation and interconnection), a licence can
be automatically granted if Ofgem does not make a decision within a prescribed
time period - this is known as tacit authorisation. We propose that tacit
authorisation should not apply to load control licences, which is a new and
evolving market, to allow Ofgem to develop our understanding of the risks.

This is in line with the approach Ofgem takes to supply licence applications,
where tacit authorisation is also not applicable, for reasons of overriding public
interest. We may reconsider the question of tacit authorisation after the first year
of the licence being in operation once Ofgem has developed a comprehensive
view of the evolving risks, and welcome stakeholder views on this.

Questions

Q3.

Do you agree with the proposed application form evidence requirements for
each area? Please provide reasons for your answer, including any concerns with
providing the requisite information and why.

Q4. Doyou agree with the proposal for a 12-month transition period? Please provide
reasons for your answer.

Q5. Doyou agree with our proposed application process for certain licensed
suppliers? Please provide reasons for your answer. Note, please refer to the
DESNZ Licensing Consultation for a specific question on licence condition
derogations.

Q6. Doyou agree that the proposed application process for certain licensed
suppliers should apply to licensed domestic suppliers, and not licensed
suppliers who supply non-domestic customers only?

Q7. Doyou agree with our proposed application process for non-licensed suppliers?
Please provide reasons for your answer.

Q8. Doyou agree that the proposed application process for different types of
applicants is proportionate and reflects the SSES purpose and Licence Policy
Principles? Please provide reasons for your answer.

Q9. Doyou agree that our proposed timelines for licence application processing are
reasonable? Please provide reasons for your answer.

Q10. Do you agree with our proposal that tacit authorisation should not apply to the
load control licence? Please provide reasons for your answer.

Q11. Should Ofgem reconsider the question of tacit authorisation in future? Please
provide reasons for your answer.
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5. Monitoring and data requirements

This chapter sets out our proposed approach to monitoring and data collection,
including compliance-related monitoring and monitoring focused on market insights. It
sets out Ofgem’s powers to request information, and the information we propose to
collect. We are proposing a bespoke approach to monitoring licensees’ compliance
with cyber security requirements which is set out in Chapter 7.

Introduction

5.1 This chapter sets out our proposed approach to monitoring and the data
requirements we intend to putin place.

5.2 Inline with the Licence Policy Principles outlined in Chapter 2, we propose to take
a proportionate and iterative approach to monitoring (particularly in the
immediate years following the licence coming into effect), recognising that new
entrants may be unfamiliar with regulation and may need time to build their
understanding.

Proposed monitoring approach

5.3 We are proposing a three-tiered approach to monitoring which will include
compliance monitoring, market insights monitoring and separate monitoring of
cyber security requirements:

e Compliance related monitoring will specifically focus on requirements
placed on licensees as set outin the licence.

e Market insights monitoring will relate to broader developments in the load
control market in order to identify emerging risks and maintain an
understanding of the state of the market. Insights gained from monitoring may
inform future changes to the licence conditions.

e Cyber security monitoring we are proposing a bespoke approach to
monitoring licensees’ compliance with cyber security requirements, this is set
outin Chapter?7.

5.4 Inimplementing this we will consider and seek to minimise the burdens this
approach places on licensees.

Requesting information

5.5 Ofgem has the power to request information for the purposes of monitoring from a
number of sources. In addition to its broader powers under the Electricity Act,®
Ofgem will utilise licence conditions to request information. These conditions are

'8 Electricity Act 1989
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being consulted on as part of the DESNZ: Licensing consultation. Access the
DESNZ consultation here.

e Condition 5: Provision of information: requires licensees to provide
information to Ofgem when and in the form requested.

e Condition 6: Principle to be open and cooperative: requires licensees to
proactively and openly disclose information to Ofgem and disclose any
circumstances that may cause consumer harm.

5.6 Inorderto secure information Ofgem will issue what is known as a request for
information (RFI), a formal data-gathering exercise where Ofgem asks energy
companies and stakeholders to provide specific information to support oversight,
monitoring and market development. RFls may be issued on a regular basis (eg
monthly, quarterly or annually) or on an ad-hoc basis and requested when Ofgem
requires data for a specific purpose.

5.7 Inaddition, government is also proposing to extend existing complaints handling
regulations’ to FSPs. These regulations will require licensees to putin place
complaints processes and publish consumer complaints reports annually and
require Ofgem to collect data on complaints volume and resolution timescales.
These regulations will also require FSPs to participate in the Energy Ombudsman
scheme. The role of the energy ombudsman will be to resolve disputes between
consumers and FSPs.

Monitoring timelines

5.8 We do not expectto commence compliance related monitoring activities until the
requirement to hold a licence comes into effect. However, we would encourage
licensees to take steps to prepare in advance. We recommend that organisations
establish appropriate systems and begin collecting relevant data in the correct
formats to support future reporting requirements. We will provide details on the
specific data and formats required for reporting closer to the start of monitoring
activities. For additional detail on monitoring timelines see Annex A “milestones”.

Compliance-related monitoring

Overview

5.9 Inline with the policy principles set out in Chapter 2, minimising the
administrative burden on firms is a key consideration when designing the
compliance-related monitoring framework. This includes potentially combining
with existing supplier RFls when suppliers also operating as FSPs and/or Load

7 See schedule 5 of Consumers, Estate Agents and Redress Act 2007 and regulation 11 of The Gas and
Electricity (Consumer Complaints Handling Standards) Regulations 2008
8 Complain about your energy supplier | Ofgem
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5.10

5.12

Controllers are already required to submit similar information. If the decision s
made to derogate certain obligations for current supply licence holders, we may
reconsider our approach to ensure that all monitoring requests are directly
relevant to the licensees’ obligations.

The information we request will vary depending on the activity performed and will
be specific to the type of licensee involved whether FSPs, Load Controllers, or
both. We have provided a summary of the types of information requested from
each category of licensee in Table 4 later in this chapter. All information requested
will be relevant to the licence conditions outlined in the load control licence.

We are proposing to introduce a quarterly RFI requiring FSPs to submit data on the
volume and types of complaints they are receiving. We expect this to provide
insights into developing issues that should be flagged for compliance purposes.
Where possible we will be seeking to aligh complaint categories and definitions
with existing Ofgem guidance,’® however given the services provided by FSPs are
distinct from suppliers there are likely to be additional categories of complaints
that we will consider including in the RFI. For example, FSPs offering unclear or
inaccurate information, problems related to FSPs withholding rewards promised
as part of a commercial arrangement or issues regarding switching between FSPs.
We will seek to combine existing complaints RFls for supply licence holders
where possible to reduce administrative burden and avoid duplicate information
submissions.

In addition to the quarterly complaints RFI, under the Complaints handling
regulations, FSPs will be required to produce an annual complaints report. We
also plan on supplementing this via the introduction of an insights sharing
agreement with the Energy Ombudsman. We are also proposing annual returns
from licensees covering licence areas not covered by complaints, such as
financial controls.

Summary of compliance-related monitoring requirements

5.13

This section outlines the information we plan to request from licensees to monitor
their compliance with licence conditions. Table 4 summarises the data we intend
to collect, while table 5 and table 6 provides more detailed information on how we
will assess compliance in each licence area. As we further develop our
compliance monitoring strategy for the load control licence, we will ensure our
methods remain consistent and proportional.

9 https://www.ofgem.gov.uk/guidance/guidance-submitting-customer-complaints-data
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Table 4: Summary of proposed data requirements for compliance related
monitoring

Proposed data to collect Applicable to
Data on complaints type, volume, service and product FSPs only
performance
Data related to the terms of load control arrangements
. . . . FSPs only
including information on exit fees
Data on financial requirements All licensees
Data on significant changes to operational processes All licensees
Data related to fit and proper persons requirements All licensees

5.14 The below tables provide further detail of our proposed reporting requirements for
the draft licence conditions. Conditions and reporting requirements for Table 5
only apply to FSPs and requirements for Table 6 apply to all licensees.

Table 5: Summary of monitoring approach for consumer protection licence
conditions (applicable to FSPs only)

Monitoring focus Proposed approach

Treating Customers Fairly

e Quarterly RFl on complaints type
and volume, service & product
performance

e Licensees’ fair treatment of
consumers

e Customer service arrangements —

. e Annuallicensee complaint report
easy to contact licensee, prompt and

courteous response to mistakes, e Annualreturn covering elements not
arrangements thorough and fit for covered by complaints data, for
purpose example Identification of domestic

. . customers in vulnerable situations
e Evidence that licensees seek to

identify Domestic customersin
vulnerable situations take this into
account

Recommending suitable services and

prohibiting mis-selling e Quarterly RFl on complaints type
e Rewards offered by licensee are andvolume
understandable e Annuallicensee complaints report

e Evidence that licensees don’t mislead,
use inappropriate / high pressure

38
OFFICIAL



OFFICIAL

Consultation Smart Secure Electricity Systems:

licensing regime

Implementing the load control

Monitoring focus

Proposed approach

sales tactics and only recommend
services that are appropriate

Formal data sharing set up with ADR
provider

Allow customers to exit a service

e Steps required to enable customers to
exit a consumer led flex service are
clear

e Customers are not unduly prevented
from changing FSP

Quarterly RFl on complaints type
and volume
Annual licensee complaints report

Annual RFl on what exit fees FSPs
are charging

Formal data sharing set up with ADR
provider [date TBC]

Proportionate Exit Fees

e That exit fees are proportionate and
don’t exceed economic loss

Quarterly RFl on complaints type
and volume

Annual licensee complaints report

Formal data sharing set up with ADR
provider [date TBC]

Table 6: Summary of proposed monitoring approach for conditions related to
financial and management controls (applicable to all licensees)

Monitoring focus

Proposed approach

Operational Capability

e Licensees have and maintain robust
capability, systems and processes

e Licensees have sufficient control®® over
material assets needed for the
business

Quarterly RFl on complaints type
and volume (FSPs only).

Annual licensee complaints report
(FSPs only)

Annual RFI highlighting any
significant changes to processes

Financial Responsibility Principle

e Evidence that Licensees are financially
responsible

Annual RFI confirming there hasn’t
been a ‘material event’

20 |n the proposed load control licence, currently being consulted on as part of the DESNZ Licensing
consultation, Sufficient Control is defined as, having either direct ownership or legally enforceable rights
over Material Economic and Operational Assets so that the licensee can legally rely on them and enjoy

the benefit of them.
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Monitoring focus Proposed approach

e Licensees must report material events
that affect nature/structure of licensee
business

Fit and proper persons

e Annual RFl confirming that persons
of significant managerial
responsibility or influence are still
‘fit and proper’

e That persons of significant managerial
responsibility or influence are fit and
proper

e Processes are in place to ensure
ongoing fit and proper assessments
occur

Market insights focused monitoring

5.15 We propose to put in place some additional RFls that would enable us to
understand and monitor key market developments and assess the efficacy of the

SSES regime in achieving its programme goals and wider Clean Power 2030%'
aims.

What we are looking to monitor

5.16 We have identified a number of potential market indicators we would like to
monitor in order to assess the state of the load control market. This list reflects
priority indicators rather than an ever-expanding set of requirements. Future
changes will be considered carefully to keep them proportionate and focused on
providing market insights. Initially, we expect to collect this data at intervals
(quarterly, semi-annual, or annual) that balance the need for timely analysis with
minimising administrative burden.

e FSP customers and propositions: We propose tracking both domestic and
small business customer numbers for FSP services, alongside detailed
information on the types of services offered by providers, including bundled
offerings. This data will support ongoing assessment of market
developments and provide insights into how the SSES regulatory framework
is contributing to sector growth. Additionally, it will help identify emerging
trends in product offerings across the sector.

21 Clean Power 2030 Action Plan - GOV.UK
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e Load Controller customer numbers and propositions: We propose
monitoring consumer numbers enrolled in load control including details on
the capacity of load controlled by each Load Controller, the types and
number of devices they control. This data will provide insight into how the
load control market is developing and how consumers are engaging with
flexibility services. This data will also provide insights into the uptake of
different ESAs and how customers are interacting with them.

e Tariff data and product offerings: We propose tracking the different
products being provided by FSPs and Load Controllers and monitoring key
developments in the sector. This would provide us with an overview of the
market and allow us to track its development over time.

e Switching data: We propose monitoring switching between FSPs. This will
provide insights into the overall health of the sector and provide insight into
ongoing market trends. High levels of switching can be an indicator of a well
engaged customer base and a competitive market.

Questions

Q12.

Q13.

Q14.

Q15.

Do you agree with the proposed approach to compliance-related monitoring?
Please provide reasons for your answer.

Do you agree with the proposed approach to market insights-focused
monitoring, and are there any additional market indicators we should consider
tracking? Please provide reasons for your answer.

Are the proposed RFls proportionate and manageable? Please provide reasons
for your answer.

Please estimate the costs for your organisation for responding to the proposed
RFls. In the impact assessment accompanying the DESNZ Licensing
Consultation government estimated indicative costs of approximately £7,000 to
£24,000 per annum. Is this estimate appropriate? Please provide reasons for
your answer.
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6. Compliance and enforcement

This chapter sets out our proposed approach to compliance and enforcement under
the load control licensing regime. This covers our approach to opening a compliance
case, our iterative compliance approach, and priority licence areas for compliance. We
also set out our proposed approach to enforcement, including where FSPs and Load
Controllers hold multiple licences. We are proposing a bespoke approach to
compliance and enforcement for cyber security requirements which is set out in
Chapter 7.

Introduction

6.1 This chapter outlines our proposed approach to ongoing compliance and
enforcement. In line with the Licence Policy Principles set out in Chapter 2, we
aim to develop a proportionate, risk-based compliance framework that reflects
current market conditions and focuses on key priority areas. Our approach will be
aligned with Ofgem’s broader compliance and enforcement strategy, and in
particular Ofgem’s Markets Regulatory Strategy and Vision to 2030.

Proposed approach to compliance

6.2 We are proposing to focus our compliance engagement on relationship-building
and supporting Licensees into compliance in the initial years following licence
launch. Formal account management relationships could play a significant role in
supporting larger operators in getting up to speed. Compliance engagements
should focus initially on priority areas but remain reactive to market
developments and insights from monitoring. We will be outlining our initial priority
areas for compliance engagement later in this chapter.

6.3 Inline with our Licence Policy Principles and the proportionate applications
process we are proposing for certain licensed suppliers, we are also proposing to
adopt a proportionate compliance approach for supply licence holders that
recognises that they are already required to be compliant with many similar
obligations set out in the supply licence. This includes utilising existing account
manager relationships for dual licence holders. Pending feedback on our
approach derogations as outlined in Chapter 2, we may revisit our approach to
ensure itis proportionate and reflects the applicable requirements.

6.4 Ofgemis also considering revising its retail compliance operating principles to
place greater emphasis on consumer outcomes. We are seeking stakeholder
feedback on these proposals through the Energy consumer outcomes call for
input. Although this work is still in its early stages and is distinct from the SSES
workstream, we plan to align the SSES compliance approach with any future
changes where appropriate. As this work progresses, we will ensure that the
development of the SSES compliance framework takes these changes into
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account. In particular, we will seek to focus our proactive compliance work on
consumer outcomes while ensuring reactive compliance work is proportionate.

6.5 We are proposing a bespoke approach to compliance in relation to cyber security
requirements, this is set outin Chapter 7.

Opening a compliance case

6.6 When assessing whether to initiate a compliance case, we will consider the
potential level and type of consumer harm, as well as the breadth and scope of
the issue and implications for the sector. Priority will generally be given to issues
that present significant consumer detriment and with sector wide implications.
We will also usually prioritise cases involving repeated failings by individual
licensees or persistent issues that risk reputational damage to the sector. Where
non-compliance is identified, our response and expectations will be proportionate
and pragmatic.

6.7 If we identify potential compliance risks, we will start by conducting an
assessment and requesting additional information from licensees. If these risks
become a compliance concern, we may consider opening a compliance case.
These differ from ongoing account management engagement which will focus
more on supporting licensees in complying with the requirements of the licence.
We are proposing following existing standard Ofgem practice when considering
opening a compliance case.

6.8 Industry has also raised concerns regarding potential duplication in cases where
supply activities are closely linked with load control activities. Suppliers may
deliver FSP and supply services as a single service to consumers eg via a smart
charging tariff, where the service includes both the supply of electricity and load
control of the consumer’s EV. To address this, we propose that dual licensees
could be supported by a single account manager overseeing both areas, helping
to ensure a coordinated and proportionate regulatory approach.

6.9 When assessing compliance cases, we will aim to consider the actions taken by
the licensee, including the context of the compliance issue such as whether it
arose from operator error, negligence, or was deliberate. We will also consider
how the organisation responded to the breach, including whether it was self-
reported and whether remedial steps had already been taken to address the
issue.

Proposed priority licence areas for compliance

6.10 We have identified several initial priority areas of focus for compliance
engagement:
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e Cyber security requirements: We consider this as a priority area for
compliance because a malicious cyber-attack could have significant
impacts on the electricity system and damage consumer trust in the market.
We also recognise that licensees will need time to meet the CAF profiles
developed by DESNZ. Therefore, we will take a proportionate approach to
compliance on cyber elements taking into account DESNZ expectations on
meeting the requirements of CAF profiles. Details on our approach to cyber
security compliance are outlined in the section titled “Approach to Cyber
security Compliance and Enforcement” in Chapter 7.

e Treating customers fairly: We consider this as a priority area for compliance,
because it directly affects how licensees engage with their customers,
especially those in vulnerable situations, and has been identified as a key
risk for existing operators. Our approach will be to focus compliance efforts
on ensuring fair treatment through clear communication, responsive
customer service, and effective support mechanisms. This is a priority for
new and existing FSPs without a supply licence, since those supply licence
holders are already required to treat customers fairly under their licence
obligations.

e Operational, financial and managerial controls: We consider this a priority
area because inadequate financial or operational capacity, or poor
management, can lead to service failures and regulatory breaches,
undermining consumer trust. The load control licence will include a set of
requirements aimed at ensuring licensees maintain adequate financial and
operational capacity and appoint “fit and proper” persons to senior
positions. Our approach will be to aim to ensure licensees continuously
meet requirements for financial stability, operational readiness, and strong
governance. This is considered a specific priority for licensees who do not
also hold a supply licence, as they are currently not subject to any rules
regarding financial or operational responsibility or fit and proper persons
requirements.

Proposed approach to enforcement

6.11 We propose adopting an enforcement approach that aligns with Ofgem’s

established practices for other licensable activities, in accordance with our
enforcement guidelines.?? Ofgem’s enforcement guidelines set out the framework
for how non-compliance and poor conduct in the energy sector are investigated
and addressed. Our enforcement activity will, as appropriate, have regard to
regulatory principles outlined in our guidelines.

22 The Enforcement Guidelines | Ofgem
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6.12 We will make enforcement decisions on a case-by-case basis. However, cases
are generally opened based on an assessment of the following prioritisation
criteria:

e Do we have the power to take enforcement action and are we best placed to
act?

e Is it a priority matter for us, due to the apparent seriousness of the potential
breach?

e |[sita priority matter for us, due to the apparent behaviours or conduct of the
business in question?

6.13 In certain circumstances, ‘Alternative Action’ may be agreed with businesses as
an alternative to concluding matters via formal enforcement. It may include
remedies such as non-statutory undertakings or assurances to ensure future
compliance, independent audits of conduct and/or voluntary action to remedy
any concerns, which could include redress payments to affected parties and/or
into the Ofgem voluntary redress fund. We propose taking a similar approach
under SSES.

6.14 Enforcement under SSES will need to account for a wide range of licensee types
which may mean tailoring enforcement activity based on the scale, maturity and
risk profile of the licensee. Enforcement will also prioritise cases with significant
consumer harm, especially where vulnerable customers are affected.

Enforcement approach for multiple licence holders

6.15 Where a single organisation holds both supply and load control licences, we are
proposing that Ofgem's usual approach to enforcement would apply as setoutin
the enforcement guidelines. This is in line with our usual approach in other dual
licence scenarios, such as where a licensee holds both a gas and electricity
supply licence.

6.16 This would mean that when assessing whether to open an enforcement case,
Ofgem would determine whether the alleged behaviour or conduct appears likely
to constitute a breach of any condition in the supply licence, load control licence,
or both. If Ofgem decided to proceed with a case, the alleged activity would likely
be the subject of a single investigation to determine what breaches had occurred.
Ofgem would continue to follow its usual processes including engagement with
the company. When handling regulatory processes (eg issuing information
requests or other formal notices) and determining any appropriate enforcement
actions (eg compliance orders, penalties or consumer redress orders), Ofgem
would generally consider whether a single or dual licence was at play and ensure
any action was proportionate.
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Questions

Q16. Do you agree with our proposed risk-based and proportionate approach to
compliance under the load control licensing regime? Please provide reasons for
your answer.

Q17. Arethere additional factors we should consider when determining the level of
compliance engagement for different types of licensees (eg new entrants vs
licensed suppliers)? Please provide reasons for your answer.

Q18. Do you support the proposal to use informal account management relationships
to support licensees into compliance in the early years? Please provide reasons
for your answer.

Q19. Do you agree with the proposed priority areas for compliance engagement?
Please provide reasons for your answer.

Q20. Do you agree with our proposal to align enforcement under the load control
licensing regime with Ofgem’s existing enforcement approach, outlined in the
Enforcement Guidelines? Please provide reasons for your answer.

Q21. Do you agree with our proposed enforcement approach for multiple licence
holders?
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7. Cyber security implementation

This chapter sets out our proposed approach to implementation for the cyber security
aspects of the load control licensing regime. As part of this, we explain the broader
context and how the licensing regime interacts with other regulatory regimes, and the
requirements for different types of Load Controller. We set out our proposed approach
to assessing prospective licensees’ cyber security as part of their licence applications,
including the future role of the Security Governance Group. This chapter also covers our
proposed approach to monitoring, compliance and enforcement for different types of
Load Controller in relation to their cyber security.

Context on cyber security for load control

7.1 The load control licensing regime will introduce cyber security requirements for
Load Controllers. Importantly, this new load control licensing regime will interact
with the regulatory regime that already exists for network and information systems
considered critical for essential services including energy, as set outin the NIS
Regulations 2018. %

7.2 The NIS Regulations put in place cyber security measures for organisations which
are designated as or deemed to be designated as OES, including energy suppliers.
Under NIS, OES are required to adhere to security requirements, and utilise Cyber
Assessment Framework (CAF) profiles to assess their maturity. CAF profiles
establish a structured approach that provide organisations with a systematic
method for evaluating their cyber security measures and resilience against cyber
threats. OES should use the appropriate CAF profile as a tool to assess and
(where necessary) improve the measures they have in place to meet the NIS cyber
security requirements.

Regulatory requirements for below/above 300MW load
threshold

7.3 Allorganisations wishing to undertake the ‘Load Controller’ activity, or continue
undertaking this activity, after the end of the transition period will need to obtain a
load control licence. The load control licence conditions will set out the specific
requirements for Load Controllers in relation to cyber security.

7.4 Load Controllers with a maximum aggregate load of below 300MW will need to
adhere to cyber security requirements set out in the load control licence. A
specific CAF profile (known as a ‘Tier 2’ CAF profile) is being developed by
government and is expected to be introduced as a tool for below 300MW Load
Controllers to assess and improve their cyber security and resilience.
Government is currently seeking feedback from industry on this CAF profile, and is

28 The Network and Information Systems Regulations 2018
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7.5

7.6

7.7

7.8

consulting on the date at which it would expect licensees to demonstrate meeting
the CAF requirements in its Licensing Consultation. DESNZ is expected to set out
its decision ahead of the licence application window opening. Supporting
guidance will be made available to aid implementation, as appropriate.

There will be a different process for Load Controllers with an aggregate load of
above 300MW. Subject to parliamentary procedures, we expect the Cyber
Security Resilience (Network and Information Systems) Bill to bring Load
Controllers with an aggregate load of above 300MW into scope of NIS as OES, as
well as powers to designate Load Controllers below the 300MW threshold in
certain circumstances. Load Controllers with an aggregate load of above 300MW
would therefore be required to register with DESNZ for designation, in addition to
applying for the load control licence.

Once designated or deemed to be designated, the licensee will report to Ofgem
for onboarding as part of the NIS regime. At this point, we expect that Load
Controllers would no longer be required to adhere to the cyber security
requirements set out in the load control licence, and would instead adhere to the
cyber security requirements set out under the NIS regulations. Government has
developed a specific ‘Tier 1’ CAF profile which it is proposing that Load
Controllers designated as OES should use to assess and improve their
compliance with the NIS requirements. Government intends to consult on its Tier
1 CAF profile in Spring 2026.

Should a licensee have their designation as an OES for the purposes of load
control revoked, we expect that the cyber security licence requirements would
reapply. All other (non-cyber security) licence requirements, such as
management and financial controls, will continue to apply regardless of whether
the Load Controller is designated as an OES.

Ofgem acknowledges that some licensees may already be designated under the
NIS Regulations for other services they provide, such as electricity supply. In that
instance licensees will be expected to clearly distinguish between which assets or
systems are critical for their load control activities, and which are critical for their
other services, as part of their onboarding for load control NIS designation and
ongoing assessment/auditing. Ofgem and DESNZ do not consider this to be an
increase in regulatory burden for load control licensees as the designation as an
OES for load control services should cover systems which are not already
considered in scope of the NIS Regulations.

Approach to cyber security assessments of licence

applications

7.9
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Ofgem expects to begin accepting licence applications from the end of 2026. We
expect DESNZ to publish its decision on Tier 1 and Tier 2 CAF profiles by this
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date.?* We also anticipate that DESNZ will set a date by which it expects licensees
to demonstrate meeting these CAF profile requirements that is later than the
licence regime start date. Therefore, we propose that as part of the licence
application, licensees should submit a self-assessment against the appropriate
CAF Profile (ie Tier 2 for below 300MW and Tier 1 for above 300MW),?* that
establishes the applicant’s current cyber security maturity and how close they are
to being able to meet the CAF profile. We also propose that applicants should
provide a statement of intent setting out their intention to meet the CAF profile
requirements by the date set by government, signed by the CEO and members of
the organisation’s board. In addition, we also propose to require evidence that the
applicant is engaging with the Cyber Resilience Audit (CRA) scheme or reasonable
equivalent.

7.10 Following licence grant, Ofgem will require licensees to submit a Remedial Action
Plan where necessary, setting out how they intend to progress from the level
identified at their self-assessment to fully meet the requirements of the CAF
profiles by the deadline set by government.

Future Role of the Security Governance Group in licence
applications

7.11 Ofgem will have overall responsibility for assessing licence applications and
deciding whether to grant or reject applications. Given that government has
committed to introducing industry-led governance structures for SSES Enduring
Governance, including a Security Governance Group (SGG), government and
Ofgem believe that responsibility for assessing the cyber security evidence
provided as part of licence applications would align well with the SGG’s skills and
responsibilities. Therefore, government has set out in its response to its
consultation on Enduring Governance?® that in the longer term, assessment of
Load Controller applicants’ cyber security evidence should be undertaken by the
SGG. This applies to applications from all Load Controllers in scope of the load
control licence (both below and above 300MW aggregate load).

7.12 Government set out in its Enduring Governance consultation its intention to
transition from government-led governance of SSES technical and security
standards, to enduring, industry-led governance structures. Government has
confirmed its intention to amend the Balancing and Settlement Code (BSC) in

24 DESNZ is likely to consult on the Tier 2 CAF Profile in December 2025 and on the Tier 1 CAF Profile in
Spring 2026.

2 In the unlikely event that DESNZ has not set out its decision on the applicable CAF Profile in advance of
the applicant submitting its licence application, we propose that applicants should be required to
provide a self-assessment of their cyber security maturity using the National Cyber Security Centre’s
(NCSC) default CAF profile. This would allow Ofgem to proceed with the licence application process
while the specific load control CAF Profiles are being finalised.

26 Smart Secure Electricity Systems Programme (SSES): enduring governance - GOV.UK
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7.13

7.14
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order for Elexon to establish and oversee these governance structures, with the
purpose of ensuring that the technical and security requirements for ESAs and
load control licensees remain robust and aligned with evolving policy and market
needs.

The industry-led SGG will be established and facilitated by the Enduring
Governance body, with government and Ofgem oversight. It will undertake a
number of roles, including maintaining and updating critical security
documentation, threat and risk assessments, supporting assurance regimes for
both ESAs and organisations, and providing cyber security support to the sector.

In addition, government has decided that the SGG should make an assessment of
the cyber security evidence provided by applicants and make a recommendation
to Ofgem on whether the cyber security evidence is sufficient, to inform Ofgem’s
decision on whether to approve or reject the licence application. To enable this,
we will ensure data sharing arrangements between Ofgem and Elexon are in place
as appropriate.

Government believes that the SGG should take on the role of assessing cyber
security sections of licence applications in the longer-term. Ofgem intends to
manage the first tranche of licence applications (from when applications open to
when the requirement to hold a licence comes legally into effect 12 months later)
in full, including the cyber security assessments.
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Figure 4: Worked example of cyber security evidence assessment as part of the
longer term licence applications process:

Applicant submits application to

Ofgem
Ofgem Assesses Ofgem passes on cyber
application form -all security evidence provided SGG assesses cyber security evidence
sections apart from cyber by the applicant to SGG
security

Evidence is Evidence is not
satisfactory satisfactory
Ofgem considers recommendation SGG makes recommendation to SGG requests further
and take final decision on whether .
Ofgem to approve application and evidence
to grant licence provides feedback to applicant

SGG makes recommendation to

Ofgem to reject application and _ Evidence is still not satisfactory

provides feedback to applicant

Monitoring, compliance and enforcement for below 300MW
Load Controllers

7.16 As DESNZ set outin its response to the Enduring Governance consultation, once
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the requirement to hold a licence is legally in effect the SGG will also be
responsible for supporting Ofgem with monitoring and compliance for below
300MW Load Controllers. This is proposed to include supporting Ofgem with the
audit and assurance regime, assessing Remediation Plans and providing
feedback, and informing Ofgem of any known or suspected non-compliance with
the licence and any relevant guidance (such as failure to demonstrate an
appropriate and proportionate approach to their cyber security and incidents
within government timelines, or failure to report any Network and Information
System incidents). Further details are set out here.

In addition to the SGG’s activities, itis proposed that Ofgem will reserve the right
to request any further information and inspect any licensee to assess for
compliance and assurance at any point. We are proposing to replicate the
framework for inspecting and reviewing licensees' cyber security that is set outin
the NIS Regulations. These regulations set out Ofgem's inspection powers to
facilitate inspectors entering premises for inspection purposes, and we will seek
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7.18

7.19

to replicate these for the load control licence. This would enable Ofgem to carry
out inspections or appoint a third-party auditor to carry out the inspection on its
behalf. It would also enable Ofgem to ask the licensee to appoint its own auditor
and deliver the outcome and report to Ofgem. To facilitate this inspection process
the draft licence conditions being consulted on by DESNZ include provisions
relating to inspections. It is proposed that information gathered during
inspections or assurance activities may be used in enforcement action where
appropriate. Ofgem will reserve the right to make the final decision on whether to
pursue any enforcement action.

DESNCZ is currently consulting on the date by which it believes it appropriate and
proportionate for below 300MW licensees to demonstrate meeting their Tier 2 CAF
profile. While all licence requirements including on cyber security will be legally in
effect from the end of 2027, DESNZ may decide that the CAF profile requirement
should commence from a later date, in order to allow licensees sufficient time to
meet these requirements. In this case, Ofgem is less likely to take enforcement
action until the CAF profile requirements are in effect.?” Further information on
this is set outin the DESNZ Licensing consultation. Access the document here.

Figure 5 summarises all of the proposed functions of the SGG in relation to the
load control licensing regime. Full details about the SGG and its role in load
control licensing are set out in the DESNZ response to its consultation on
Enduring Governance, access the response here.

27 Enforcement action may still be appropriate in certain circumstances, such asin response to a
Network and Information System incident or other matter of concern.
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Figure 5: Summary of responsibilities of the Security Governance Group and Ofgem

C\ NS /)
Dates Q4 2026 2027 2028 onwards

Processing cybersecurity section of licence
applications (all load controllers)

Security L : .
G Monitoring and compliance against cyber
overnance licence requirements (CAF profile) —load
Group controllers below 300MW aggregate load
O- c
Ofgem

Processing cybersecurity section
of licence applications (all load
controllers)

Monitoring and compliance against NIS
regime- load controllers above 300MW
aggregate load

Enforcement against cyber licence
requirements- load controllers below 300MW
aggregate load

Enforcement against NIS - load controllers
above 300MW aggregate load

ot o I o

Monitoring, compliance and enforcement for above 300MW
Load Controllers

7.20 Once alicensee is designated as or deemed to be designated as an OES,
monitoring of compliance with the NIS regime will be conducted by Ofgem in its
role as the joint competent authority for the Downstream Gas and Electricity
Sector (DGE).?® We propose that licensees who are designated as OES will be
expected to submit annual assessments to Ofgem, including but not limited to
risk assessments, self-assessments of their organisational security against the
relevant CAF profile, and Remediation Plans to demonstrate how they intend to
meet any outstanding CAF requirements.

7.21 DESNZis expected to consult on the Tier 1 profile in Spring 2026, including any
date it expects OES to demonstrate meeting the requirements of that profile.
Ofgem will be responsible for taking compliance and enforcement action in line
with Ofgem’s usual approach as set out in NIS guidance.?®

28 Under the Network and Information Systems (NIS) Regulations (2018), the DESNZ Secretary of State is
the Joint Competent Authority alongside Ofgem for Downstream Gas and Electricity (DGE). DESNZ is
responsible for the overall energy policy framework relating to NIS Regulations. These responsibilities
include leading on designations and revocations of operators of essential services in the DGE subsector
and leading on policy and guidance. The day-to-day compliance and enforcement activities of the
Competent Authority are carried out by Ofgem, which includes conducting NIS inspections. Although
roles and responsibilities are split between the joint competent authorities, we work collaboratively on all
matters.

2 NIS Directive and NIS Regulations 2018: Ofgem guidance for Operators of Essential Services | Ofgem;
Network and Information Systems Enforcement Guidelines and Penalty Policy | Ofgem
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7.22 Subject to government decision, Ofgem will have the power to revoke a load
control licence on the basis of failure to comply with enforcement notices under
NIS. Further details on the revocation schedule are set out in Chapter 8.

Questions

Q22. Aretheregulatory requirements for different types of Load Controller sufficiently
clear? Please provide reasons for your answer.

Q23. Do you agree with the proposed approach to cyber security assessments for
load control licence applications? Please provide reasons for your answer.

Q24. Do you agree with the proposed approach to cyber security monitoring and
compliance? Please provide reasons for your answer.

Q25. What would you suggest is a reasonable equivalent of a CRA Audit? Please
provide reasons for your answer.

Q26. Do you agree with the inspection process outlined for the cyber security of below
300MW Load Controllers? Please provide reasons for your answer.
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8.

Managing a licence once granted

This chapter explains our proposed approach to the different elements of managing a
licence after it has been granted for the load control licensing regime. This includes
licence modifications, transfers, extending/restricting a licence and licence
revocations.

8.1

8.2

Effective management of a licence after it has been granted is essential to ensure
clarity, consistency and accountability throughout its lifecycle. There are four key
mechanisms for managing a licence: licence modification, licence transfers,
licence extensions and restrictions, and licence revocations. Licence derogations
also provide a mechanism to tailor licence requirements, and can be granted at
the point a licence is issued or subsequently.

Our intention is to largely follow the general approach used in the supply licence
and other standard licence frameworks, though with some key differences. We
have set out our proposals for the load control licence either aligning with these
established processes or diverging where necessary, explaining both the reasons
for any differences and how they might operate in practice. The details of this
approach are set out below.

Alignment with the supply licence

8.3

8.4

8.5
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As explained earlier in this consultation, many of the conditions within the load
control licence are adapted from the supply licence where relevant. This reflects
the close link between load control and supply, which are often delivered to
consumers by a single service. By aligning protections across both licences
wherever appropriate, we are seeking to ensure that protections are consistent
and also minimise unnecessary regulatory burden for licensees.

As set outin Chapter 2, we are also considering the merits of issuing derogations
against some conditions where there is significant overlap between the supply
and load control licence conditions. This could mean that were certain licence
conditions to be derogated for suppliers, licensees would only be required to
comply with the requirements in the non-derogated licence for that condition, and
enforcement would be undertaken on this basis.

As both licences continue to evolve we recognise the importance of maintaining
coherence between the two. We will actively work to support continued alighment
and ensure that where strategic or market developments highlight a need for an
evolution in our regulatory approach to supply or load control, that the
implications for both groups of licensees are considered comprehensively. Ofgem
will ensure that internal frameworks are put in place to facilitate this.
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Licence modifications

8.6

8.7

8.8

8.9

8.10

8.11

A licence modification means making changes to the standard conditions of a
licence and the requirements placed on licensees. There are two distinct
processes: general licence modifications, which apply across all licensees or
defined groups, and individual licence modifications, which apply to a single
licensee.

These processes sit within Ofgem’s statutory powers. Under section 8A of the
Electricity Act,®® Ofgem may, when granting a licence, adjust any of the standard
licence conditions to the extent it considers necessary to reflect the
circumstances of a particular case. Similarly, section 11 gives Ofgem powers to
modify standard licence conditions after a licence has been granted. In addition,
section 13 of the Energy Act 2023%' introduced modification powers for licences
created under that Act, which may apply to future iterations of the load control
licence. These powers provide the Secretary of State with flexibility to update
licence conditions without requiring new primary legislation.

General licence modifications may be made for reasons including, but not limited
to, new legislation, evolving policy objectives and/or the need to strengthen
consumer protections. In line with our Licence Policy Principles and iterative
approach, government and Ofgem will take a phased approach and may seek to
extend consumer protections as evidence of new risks emerge; we will also
ensure this phased approach aligns with Ofgem's focus on consumer outcomes
and reducing unnecessary regulatory burden, particularly for licensed suppliers.

The current standard process for general modifications includes a statutory
consultation period and Ofgem publishing a notice of proposed modifications
outlining proposed changes and the rationale. Licensees are expected to monitor
updates and ensure adherence to the latest version of licence conditions.

For some other licences, individual modifications can be made. Prospective
licensees would apply for a modification and provide a rationale, and Ofgem
would decide whether this should be granted. However, we do not expect to
permit individual licence modifications under the load control licence as the
regime is designed to apply consistently across licensees through a standardised
framework. As part of our approach, licensees are only required to adhere to the
licence requirements specific to the licensable activity they are undertaking which
will provide a proportionate, tailored regulatory approach.

As mentioned, however, open to considering the case for derogations for certain
types of load control licensees and for specific licence conditions, to manage
instances of significant overlap which may result

30 Electricity Act 1989

31 Energy Act 2023
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in additional regulatory burden being placed on a licensee without leading to
additional consumer benefit. Further details on this are set out in Chapter 2.

Facilitating the transfer of a licence

8.12

8.13

8.14

Ofgem’s power to transfer a licence is derived from the 1989 Electricity Act and
section 8AA of the Gas Act 1986. 32 In addition, the Energy Act 20233 introduced
updated provisions for licensing included section 18 on the transfer of licences. A
licence transfer occurs when a licensee’s rights and obligations are transferred
from the licensee to another legal entity. This may happen when a licensee wants
to exit the market, restructure its business or sell part of its operations to another
entity.

Under the supply licence process for transferring licences, the prospective new
licensee must apply to Ofgem and fill out all relevant sections of the application
form, in order to demonstrate their ability to comply with all the relevant licence
requirements. The existing licence holder must also formally request a revocation
of their licence.

We are proposing the process for transferring a load control licence should
replicate this supply licence process. We believe this should ensure all licensees
are held to the same standards with no unfair advantage and maintains a
consistent, transparent process.

Extending/restricting a licence

8.15

8.16

8.17

The statutory power for Ofgem to extend or restrict a licence comes from Sections
6A and 60 of the Electricity Act 1989. There is an existing process for other types of
licence whereby licensees may apply to extend or restrict the scope of their
licence to reflect changes in their business operations or strategic direction. For
example, a licensed supplier may request to expand its licence from non-
domestic premises to also include domestic premises. For the load control
licence, this could be an FSP requesting to extend its licence to cover load control
activities, or an organisation undertaking both Load Control and FSP activities
requesting to restrict its licence to a single licensable activity.

Under the existing process for other licences, the licensee seeking to extend or
restrict their licence must submit an application to Ofgem. Here, they must
provide supporting documentation detailing the proposed change, the potential
impact on consumers/the market and, if they are seeking to extend their licence,
evidence that they will meet all relevant and additional licence conditions.

For extension applications, Ofgem assesses whether this evidence is sufficient to
show whether the licensee can fulfil any additional requirements, and in the case

32 Gas Act 1986
33 Energy Act 2023
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8.18

of a restriction application, whether the impact on consumers and other market
participants is acceptable. If Ofgem approves the request, the changes will be
reflected in the public register.

We propose that the load control licence will follow the same processes for
extending or restricting a licence. This would mean, for example, if an FSP applied
to extend their licence to include load control, they must provide additional
evidence pertaining to cyber security capabilities. This would ensure that all
licensees carrying out the same activities are subject to consistent requirements
and can demonstrate their ability to meet these.

Licence revocation

8.19

8.20

8.21

8.22

8.23

Licence revocation is the formal process by which Ofgem withdraws a licence,
meaning the licensee is no longer authorised to carry out the regulated activity.
Ofgem’s authority to revoke a licence comes from section 6 in the Electricity act
1989 as well as section 17 in the Energy Act 2023.3* A licence may be revoked
either at the request of the licensee or by Ofgem under specific conditions set out
in the licence and legislation.

Under the current standard process for other licences, revocation follows serious
non-compliance, which often includes but is not limited to a failure to meet
licence conditions or to comply with enforcement action. This mechanism
typically involves Ofgem issuing a formal notice of revocation and giving a 30-day
notice period before the revocation takes effect and is published on the public
register.

We are proposing that the load control licence terms and revocation schedule will
be adapted from the standard provisions for other licences with some alterations,
two of which are particularly notable.

Firstly, for Load Controllers with a maximum aggregate load of above 300MW, we
are proposing that a licence could be revoked for failure to comply with an
Enforcement Notice or financial penalty issued under the NIS Regulations 2018.
This represents a change to how current OES under DGE are enforced, which we
believe is necessary to ensure that Ofgem can continue to take necessary action
when licensees are designated as OES. We consider this will ensure fairness
across the load control sector and ensure alignment with the approach for below
300MW licensees for whom revocation can occur. This measure is intended as a
last resort, and we are interested in industry views on this.

The second adjustment is the insolvency threshold for the load control licence. In
previous revocation schedules, the debt level a licensee was permitted to incur
before revocation action was initiated was set at a prescribed amount. For the

34 Energy Act 2023
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load control licence, we propose that this should be adapted to be linked to the
limits outlined by the Insolvency Act 1986, to ensure that it remains up to date.

8.24 The full draft terms and revocation schedule are set out in Annex B.

Questions

Q27. Do you agree with our proposed approach to licence modifications? Please
provide reasons for your answer.

Q28. Do you agree with our proposed process for the transfer of a load control
licence? Please provide reasons for your answer.

Q29. Do you agree with our proposed approach to extending/restricting a licence?
Please provide reasons for your answer.

Q30. Doyou agree with our proposed approach to revocation of the load control
licence, including our proposal to include a revocation item on the basis of
failure to comply with the NIS regulations? Please provide reasons for your
answer.
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9. Costrecovery

This chapter explains our proposed approach to recovering the costs associated with
Ofgem’s resource for administering the load control licensing regime. This includes a
licence application fee and Ofgem’s annual licence fee cost recovery mechanism.

9.1 In DESNZ’s response to the 2024 Consultation on Delivering a Smart and Secure
Electricity System here, government set out its intention to align recovery of costs
associated with Ofgem’s resource for administering the load control licensing
regime with cost recovery mechanisms for other licences in the energy sector (for
example, for supply and generation). This means we intend for load control
licensees to pay a licence application fee directly to Ofgem and for all other costs
to be recovered through Ofgem’s existing levy on holders of certain licences.
Ofgem has been working to develop this mechanism further, and in this
consultation, we are setting out further details.

Ofgem’s annual licence fee

9.2 Inaddition to the licence application fee, we intend for Ofgem's costs related to
our administration of the licensing regime to be recovered via the usual licence
cost recovery mechanism. This is an existing and well-established mechanism
whereby revenue is collected as an annual fee via network charges from holders
of certain licences (gas transportation, certain electricity transmission licences,
and electricity distribution licences). These costs are ultimately passed on to
consumers.

9.3 We believe that incorporating the costs of load control into Ofgem's existing cost
recovery regime will ensure that the mechanism can be established ahead of the
applications process opening at the end of 2026 and will be the most cost-
effective and simple approach to implement. Furthermore, we believe this is a fair
approach because the load control licensing regime will ultimately benefit all
energy customers by encouraging greater load control, which will ultimately lead
to lower overall system costs. The load control licence will also address cyber
security and grid stability risks, which should allow for better management of
energy usage across all networks, again, to the benefit of all energy customers.

9.4 Inline with the government’s position set outin its response to the 2024
Consultation on Delivering a Smart and Secure Electricity System, we remain
open to more costs being recovered from load control licensees more directly as
the market grows.

Questions

Q31. Do you agree with our proposed approach to cost recovery for the load control
licensing regime? Please provide reasons for your answer.
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10. Consultation questions
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1.

10.

11.

12.

13.

14.

15.

Do you agree that the Licence Policy Principles, as well as Ofgem's Growth
Duty, are the correct principles to guide the development of Ofgem’s
implementation proposals? Please provide reasons for your answer.

Are there other measures Ofgem and DESNZ should consider in order to
ensure the regime is proportionate and our approach minimises unnecessary
burden? Please provide reasons for your answer.

Do you agree with the proposed application form evidence requirements for
each area? Please provide reasons for your answer, including any concerns
with providing the requisite information and why.

Do you agree with the proposal for a 12-month transition period? Please
provide reasons for your answer.

Do you agree with our proposed application process for certain licensed
suppliers? Please provide reasons for your answer. Note, please refer to the
DESNZ Licensing Consultation for a specific question on licence condition
derogations.

Do you agree that the proposed application process for certain licensed
suppliers should apply to licensed domestic suppliers, and not licensed
suppliers who supply non-domestic customers only?

Do you agree with our proposed application process for non- licensed
suppliers? Please provide reasons for your answer.

Do you agree that the proposed application process for different types of
applicants is proportionate and reflects the SSES purpose and Licence Policy
Principles? Please provide reasons for your answer.

Do you agree that our proposed timelines for licence application processing
are reasonable? Please provide reasons for your answer.

Do you agree with our proposal that tacit authorisation should not apply to the
load control licence? Please provide reasons for your answer.

Should Ofgem reconsider the question of tacit authorisation in future? Please
provide reasons for your answer.

Do you agree with the proposed approach to compliance-related monitoring?
Please provide reasons for your answer.

Do you agree with the proposed approach to market insights-focused
monitoring, and are there any additional market indicators we should
consider tracking? Please provide reasons for your answer.

Are the proposed RFlIs proportionate and manageable? Please provide
reasons for your answer.

Please estimate the costs for your organisation for responding to the
proposed RFls. In the impact assessment accompanying the DESNZ
Licensing Consultation government estimated indicative costs of
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16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

approximately £7,000 to £24,000 per annum. Is this estimate appropriate?
Please provide reasons for your answer.

Do you agree with our proposed risk-based and proportionate approach to
compliance under the load control licensing regime? Please provide reasons
foryour answer.

Are there additional factors we should consider when determining the level of
compliance engagement for different types of licensees (eg new entrants vs
licensed suppliers)? Please provide reasons for your answer.

Do you support the proposal to use informal account management
relationships to support licensees into compliance in the early years? Please
provide reasons for your answer.

Do you agree with the proposed priority areas for compliance engagement?
Please provide reasons for your answer.

Do you agree with our proposal to align enforcement under the load control
licensing regime with Ofgem’s existing enforcement approach, outlined in the
Enforcement guidelines? Please provide reasons for your answer.

Do you agree with our proposed enforcement approach for multiple licence
holders?

Are the regulatory requirements for different types of Load Controller
sufficiently clear? Please provide reasons for your answer.

Do you agree with the proposed approach to cyber security assessments for
load control licence applications? Please provide reasons for your answer.

Do you agree with the proposed approach to cyber security monitoring and
compliance? Please provide reasons for your answer.

What would you suggest is a reasonable equivalent of a CRA Audit? Please
provide reasons for your answer.

Do you agree with the inspection process outlined for the cyber security of
below 300MW Load Controllers? Please provide reasons for your answer.

Do you agree with our proposed approach to licence modifications? Please
provide reasons for your answer.

Do you agree with our proposed process for the transfer of a load control
licence? Please provide reasons for your answer.

Do you agree with our proposed approach to extending/restricting a licence?
Please provide reasons for your answer.

Do you agree with our proposed approach to revocation of the load control
licence, including our proposal to include a revocation item on the basis of
failure to comply with the NIS regulations? Please provide reasons for your
answer.

Do you agree with our proposed approach to cost recovery for the load control
licensing regime? Please provide reasons for your answer.
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Annex A - Key Milestones

DESNZ intends to introduce secondary legislation into Parliament in Autumn 2026
to determine the load control standard licence conditions and give Ofgem powers
to grant licences. Subject to Parliamentary approval, Ofgem intends to begin
accepting licence applications from the end of 2026. Organisations who are
already undertaking load control and FSP activities and wish to continue would
need to apply for the licence and will be encouraged to do so as early as possible,
within three months of applications opening. We propose that there will then be a
12-month transition period after which there will be a legal requirement for
organisations undertaking FSP and Load Controller activities to hold a licence.

From the end of the proposed transition period, the licence requirements would
apply, and Ofgem expects to begin monitoring licensees’ compliance for non-
cyber security aspects of the licence. We may begin broader monitoring of the
market prior to this in order to begin gathering insights. Ofgem expects to
commence compliance and enforcement activity from the end of the transition
period when the licence comes into effect.

Subject to the passage of the Cyber Security and Resilience Bill through
Parliament, Load Controllers with above 300MW aggregate load who are
designated by DESNZ as OES will be required to adhere to cyber security
requirements as set out under the NIS regulations, rather than the cyber security
requirements set out in the load control licence - further information on this is set
outin Chapter 7. We expect the Security Governance Group to take on the role of
assessing cyber security sections of licence applications from the end of the
transition period. The SGG is expected to begin monitoring and compliance
against cyber licence requirements for Load Controllers of aggregate load below
300MW from the end of the transition period, at the same time as Ofgem
commences monitoring and compliance against the NIS regime for Load
Controllers of above 300MW aggregate load. Ofgem will retain responsibility for
enforcement in relation to cyber security, which we expect to take place from the
end of the transition period.

Government and Ofgem are taking an iterative, phased approach and expect the
licence requirements to continue to evolve in order to remain reflective of current
risks whilst ensuring continued alignment with Ofgem’s Growth Duty.
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12. Annex B — Draft terms and revocation schedule

12.1 This draft terms and revocation schedule has been amended from the terms and
revocation schedule of an existing supply licence. Table 7 below indicates a
change log setting out the changes we are proposing to make to this existing text,
to ensure the terms and revocation schedule for the load control licence are
appropriate. Further information on these proposed changes is setoutin
Chapters 7 and 8. Text in jtalics indicates areas which will need to be filled in with
the licensee’s details.

Table 7: Terms and Revocation Schedule Change Log

Section Change in text

Partl. Terms of the licence. This licence granted under Chapter
6(1)(d) of the Electricity Act 1989 ("the
Act") authorises [company name] (a
company registered in [country
location(s)] under company registration
number [registration number]) ("the
licensee") whose registered office is
situated [office location], start of
change to provide load control
arrangements /load control services end
of change to premises in the area
specified in Schedule 1 during the period
specified in paragraph 3 below,

Partl. Terms of the licence 1 (a) the standard conditions of start of
change load control licence end of
change referred to in -

Partl. Terms of the licence 3. This licence shall come into start of
change force [12 months after the
passing of the load control statutory
instrument, orimmediately, whichever is
later] end of change and unless revoked
in accordance with the provisions of
Schedule 2 shall continue until
determined by not less than 25 years’
notice in writing given by the Authority to
the Licensee, such notice must not be
served earlier than a date being 10 years
after the Licence comes into force.
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Section

Change in text

Part Il. The Standard conditions. 1.
Standard conditions in effect in this
licence

Start of change Full table added up until
Standard condition 14 End of change

Part Il. The Standard conditions. 2.
Standard conditions not in effect in this
licence

A copy of the standard conditions of start
of change load control licences end of
change as determined by the Secretary
of State together with subsequent
modifications can be inspected at the
principal office of the Authority.

Part IV. The special conditions. Schedule
2 revocation (c)(V)

Start of change an enforcement notice
or penalty notice served by the Authority
under regulations 17(1) or 18(3A) of the
Network and Information Systems
Regulations 2018; end of change

Part IV. The special conditions. Schedule
2 revocation (d)(i)

has not within 1 year after the date on
which this licence comes into force,
commenced the provision of start of
change load control services end of
change to any customers within the
specified area in Schedule 1 to the
licence; or

Part IV. The special conditions. Schedule
2 revocation (d)(ii)

has ceased to provide start of change
load control services end of change to all
of those customers within the specified
area in Schedule 1;

Draft terms and revocation schedule in full

12.2 This section sets out the full draft terms and revocation schedule, including the
proposed changes as detailed in the change log in section 12.1.

PART I. TERMS OF THE LICENCE

1. This licence granted under Chapter 6(1)(d) of the Electricity Act 1989 ("the Act")
authorises [company name] (a company registered in [country location(s)] under
company registration number [registration number]) ("the licensee") whose registered
office is situated [office location], to provide load control arrangements /load control
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services to premises in the area specified in Schedule 1 during the period specified in
paragraph 3 below,

subject to -
(a) the standard conditions of load control licence referred to in -
(i) paragraph 1 of Part Il below, which shall have effect in the licence; and

(ii) paragraph 2 of Part Il below, which shall only have effectin the licence
if brought into effect in accordance with the provisions of standard
conditions 2 and 3,

subject to such amendments to those conditions, if any, as are set out in Part lll
below (together "the conditions");

(b) the special conditions, if any, set outin Part IV below ("the special
conditions"); and

(c) such Schedules hereto, if any, as may be referenced in the conditions, the
special conditions or the terms of the licence.

2. This licence is subject to transfer, modification or amendment in accordance with
the provisions of the Act, the special conditions or the conditions.

3. This licence shall come into force [12 months after the passing of the load control
statutory instrument, or immediately, whichever is later] and unless revoked in
accordance with the provisions of Schedule 2 shall continue until determined by not
less than 25 years’ notice in writing given by the Authority to the Licensee, such notice
must not be served earlier than a date being 10 years after the Licence comes into
force.

4. The provisions of section 109(1) of the Act (service of documents) shall have effect as
if set out herein and as if for the words "this Act" there were substituted the words "this
licence".

5. Without prejudice to sections 11 and 23(1) of the Interpretation Act 1978, Parts | to IV
inclusive of, and the Schedules to, this licence shall be interpreted and construed in
like manner as an Act of Parliament passed after the commencement of the
Interpretation Act 1978.

6. References in this licence to a provision of any enactment, where after the date of
this licence —

(a) the enactment has been replaced or supplemented by another
enactment, and

(b) such enactment incorporates a corresponding provision in relation to
fundamentally the same subject matter, shall be construed, so far as the
context permits, as including a reference to the corresponding provision

of that other enactment.
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PART Il. THE STANDARD CONDITIONS

1. Standard conditions in effect in this licence

For Flexibility Service Providers For Load Controllers

Standard condition 1

Standard condition 1

Standard condition 2

Standard condition 2

Standard condition 3

Standard condition 3

Standard condition 4

Standard condition 4

Standard condition 5

Standard condition 5

Standard condition 6

Standard condition 6

Standard condition 7

Standard condition 7

Standard condition 11

Standard condition 8

Standard condition 12

Standard condition 9

Standard condition 13

Standard condition 10

Standard condition 14

2. Standard conditions not in effect in this licence

There are no standard conditions not in effectin this licence.

Note: A copy of the standard conditions of load control licences as determined by the
Secretary of State together with subsequent can be inspected at the principal office of
the Authority. The above lists are correct at the date of this licence but may be changed
by subsequent modifications to the licence.

PART lll. AMENDED STANDARD CONDITIONS PARTICULARTO THIS LICENCE
There are no amendments to the standard conditions.
PART IV. THE SPECIAL CONDITIONS
There are no special conditions.
SCHEDULE 1
SPECIFIED AREA

Great Britain, the territorial sea adjacent to Great Britain and any Renewable Energy
Zone, or at a place that is not a Renewable Energy Zone butis in an area designated
under section 1(7) of the Continental Shelf Act 1964.

where:
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Renewable Energy Zone has the meaning given by section 84(4) of the Energy Act 2004.
SCHEDULE 2
REVOCATION

1. The Authority may at any time revoke the licence by giving no less than 30 days'
notice (24 hours' notice, in the case of a revocation under sub-paragraph 1(f)) in writing
to the licensee:

(a) if the licensee agrees in writing with the Authority that the licence should be revoked;
(b) if the licensee fails:

(i) to comply with a final order (within the meaning of section 25 of the Act) or
with a provisional order (within the meaning of that section) which has been
confirmed under that section and (in either case) such failure is not rectified to
the satisfaction of the Authority within three months.

(ii) to pay any financial penalty (within the meaning of section 27A of the Act) by
the due date for such payment and such payment is not made to the Authority
within three months after the Authority has given notice in writing of such failure
to the licensee - provided that no such notice shall be given by the Authority
before the expiration of the period within which an application under section 27E
of the Act could be made questioning the validity or effect of the financial
penalty or before the proceedings relating to any such application are finally
determined;

(c) if the licensee fails to comply with:
(i) an order made by the court under section 34 of the Competition Act 1998;

(ii) an order made by the Authority under sections 158 or 160 of the Enterprise
Act 2002;

(iii) an order made by the Competition Commission under sections 76, 81, 83, 84
and 161 of the Enterprise Act 2002;

(iv) an order made by the Secretary of State under sections 66, 147,160 or L61 of
the Enterprise Act 2002;

(v) an enforcement notice or penalty notice served by the Authority under
regulations 17(1) or 18(3A) of the Network and Information Systems Regulations
2018;

(d) if the licensee:

(i) has not within 1 year after the date on which this licence comes into force,
commenced the provision of load control services to any customers within the
specified area in Schedule 1 to the licence; or
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(ii) has ceased to provide load control services to all of those customers within
the specified area in Schedule 1;

(e) if the licensee:

(i) is unable to pay its debts (within the meaning of section 123(1) or (2) of the
Insolvency Act 1986, but subject to paragraph 2 of this schedule) or has any
voluntary arrangement proposed in relation to it under section 1 of that Act or
enters into any compromise or scheme of arrangement or moratorium (other
than for the purpose of reconstruction or amalgamation upon terms and within
such period as may previously have been approved in writing by the Authority) or
the occurrence of any analogous event;

(ii) has a receiver (which expression shall include but not be limited to a fixed
charge receiver, a received appointed pursuant to the Law of Property Act 1925,
an administrative receiver within the meaning of section 29 of the Insolvency Act
1986 in England and Wales or a receiver within the meaning of section 70 of the
Insolvency Act 1986 in Scotland) of the whole or any material part of its assets or
undertaking appointed;

(iii) enters administration within the meaning of paragraph 1 of Schedule B1 to
the Insolvency Act 1986;

(iv) passes any resolution for winding-up other than a resolution previously
approved in writing by the Authority; or

(v) becomes subject to an order for winding-up by a court of competent
jurisdiction; or

(vi) has any event occur, or proceedings taken, in any jurisdiction to which itis
subject, that has an effect equivalent or similar to any of the events mentioned
above.

2. The Licensee shall not be deemed to be unable to pay its debts for the purposes of
sub-paragraph 1(f)(i) if any such demand as is mentioned in section 123(1)(a) of the
Insolvency Act 1986 is being contested in good faith by the licensee with recourse to all
appropriate measures and procedures or if any such demand is satisfied before the
expiration of such period as may be stated in any notice given by the Authority under
paragraph 1.

3. The Authority may at any time revoke the licence by giving no less than 7 days' notice
in writing to the Licensee where the Authority is satisfied that there has been a material
misstatement (of fact) by, or on behalf of the Licensee, in making its application for the
Licence.
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