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The new UK Energy Bill was introduced into the House of Lords in July 2022, taking over a year to
make its way through the parliamentary process, resulting in the Energy Act 2023, which gained
royal assent on 26 October 2023.

Those familiar with the energy industry will be aware that the main pieces of
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legislation that govern electricity and gas in Great Britain are the Electricity Act 1989
and the Gas Act 1986, respectively. These have been amended over the years by a

series of Energy Acts including in 2004, 2010, 2013 and 2016.

The current Energy Act has been a long time coming; the Energy Act 2013 was the
last major piece of electricity-related legislation enacted in Great Britain (the Energy
Act 2016 mainly made provision for oil and gas matters, with only a few provisions
on the closure of the Renewables Obligation). It brought in a suite of measures
known in the industry as the Electricity Market Reform, or EMR, via amendments to
the Electricity Act 1989 and powers to make regulations relating to the schemes it
introduced. As summarised by Ofgem, “In 2013, the government introduced a policy
of Electricity Market Reform (EMR) to incentivise investment in secure, low-carbon
electricity, improve the security of Great Britain’s electricity supply, and improve

affordability for consumers”.

In announcing the new law, the government called it the “biggest piece of energy

legislation in the UK’s history”, stating that it lays “the foundations for an energy system fit for the future”.

We will be exploring the changes introduced in more detail in future articles in the coming weeks and months, but at a high
level, the key changes introduced are set out below. It is a wide ranging and comprehensive set of provisions, covering
everything from regulation of new energy activities (e.g. CCUS, hydrogen production) and heating activities (e.g. heat networks)

to consumer protections (e.g. special administration regime for CCUS operators, and energy performance of buildings).
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Part 1 covers the licensing of carbon dioxide transport and storage. Changes include:

updating the principal objectives and duties of Ofgem and the Secretary of State for energy to cover these activities;
updating the list of “prohibited activities” that require participants to obtain a licence or exemption;

powers to introduce competition in the grant of licences for these activities;

enforcement and powers to impose criminal sanctions; and

a special administration regime that applies to these activities;

Part 2 covers the government support regimes that will apply for carbon dioxide capture, transport and storage and hydrogen

transport, storage and production. This includes:

provisions relating to revenue support contracts, with the overall structure being similar to that used to administer the

low carbon CfD regime;

introduction of a hydrogen levy to fund the support scheme for hydrogen;
decommissioning of carbon storage installations;

granting powers to the OGA to examine information and samples; and

enforcement provisions (including financial penalties and sanctions);

Part 3 introduces the licensing of hydrogen pipeline projects via gas transporter licences (granted under section 7 of the Gas
Act 1986);

Part 4 covers regulation of new technology, including:

low-carbon heat schemes;

hydrogen grid conversion trials;

powers to modify the Gas Act 1986 to cover hydrogen;
fusion energy facilities;

renewable transport fuel obligations; and

removals of greenhouse gases;

Part 5 sees the introduction of an independent system operator and planner (ISOP). This includes:

the general duties that will apply to the ISOP; and

licensing requirements (for electricity system operation and the gas system planning);

Part 6 covers the governance of gas and electricity industry codes and introduces:

designation of the key codes and central systems; and

licensing and selection of code manager;
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e Part 7 is the location for market reform and consumer protection. This includes provisions for:

 amendment of the principal objectives of Ofgem and the Secretary of State for energy (as enacted in s3A of the Electricity
Act 1989 and s4AA of the Gas Act 1986);

e granting powers to enable competitive tendering for electricity projects (via amendment to the Electricity Act 1989);
¢ licensing and operation of multi-purpose interconnectors;
o electricity support payments for energy-intensive industries; and

e extension of time to exercise powers in relation to smart meter licensing;

e Part 8 covers the regulation of heat networks. This includes:
e designating a regulator for heat networks and assigning heat network zones;
e creation of a Heat Network Zones Authority and zone coordinators; and

* enforcement powers and imposition of penalties;

e Part 9 covers energy smart appliances and load control;
e Part 10 covers energy performance of premises;
e Part 11 covers energy savings opportunity schemes;

e Part 12 covers core fuel sector resilience, granting powers for resilience purposes and corresponding powers to make

regulations;
e Part 13 covers offshore wind electricity generation, oil and gas;
e Part 14 regulates the civil nuclear sector and

e Part 15 sets out general provisions, including power to make consequential provisions and further regulations.

If you are interested in discussing any of these areas and the impact they may have on your business, please do get in touch with

the authors or your usual WFW contact. You can also sign up here to receive updates on future articles on this topic.
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DISCLAIMER

Watson Farley & Williams is a sector specialist international law firm with a focus on the energy, infrastructure and transport sectors. With offices in Athens,
Bangkok, Dubai, Dusseldorf, Frankfurt, Hamburg, Hanoi, Hong Kong, London, Madrid, Milan, Munich, New York, Paris, Rome, Seoul, Singapore, Sydney and Tokyo
our 700+ lawyers work as integrated teams to provide practical, commercially focussed advice to our clients around the world.

All references to ‘Watson Farley & Williams’, ‘WFW’ and ‘the firm’ in this document mean Watson Farley & Williams LLP and/or its affiliated entities. Any reference
to a ‘partner’ means a member of Watson Farley & Williams LLP, or a member, partner, employee or consultant with equivalent standing and qualification in WFW
Affiliated Entities. A list of members of Watson Farley & Williams LLP and their professional qualifications is open to inspection on request.

Watson Farley & Williams LLP is a limited liability partnership registered in England and Wales with registered number 0C312252. It is authorised and regulated by
the Solicitors Regulation Authority and its members are solicitors or registered foreign lawyers.

The information provided in this publication (the “Information”) is for general and illustrative purposes only and it is not intended to provide advice whether that
advice is financial, legal, accounting, tax or any other type of advice, and should not be relied upon in that regard. While every reasonable effort is made to ensure
that the Information provided is accurate at the time of publication, no representation or warranty, express or implied, is made as to the accuracy, timeliness,
completeness, validity or currency of the Information and WFW assume no responsibility to you or any third party for the consequences of any errors or omissions.
To the maximum extent permitted by law, WFW shall not be liable for indirect or consequential loss or damage, including without limitation any loss or damage
whatsoever arising from any use of this publication or the Information.

This publication constitutes attorney advertising.
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