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SO Incentives Performance Report Now Available

/NEW Quarterly NTS SO\
Incentives Cost report
now on the website under
Gas> System Operator

Qc\enti;> Analyst Area/
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Daily TO/SO Information

Daily NTS Entry Capacity

Revenue from the Day-ahead auctions is defined as
TO revenue

Revenue from the On-the-day auctions is defined as
SO revenue

A report is being developed to break down the NTS
daily entry capacity revenue into SO and TO
components on a monthly basis




5 Year Forecast (Mod 0186)

Gas TCMF Action: “National Grid NTS to consider
replicating the DNO reporting arrangements
established by Modification Proposal 0186.”

Update scheduled for December Gas TCMF
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Indicative NTS SO Charges 1st February 2009

The following are the current forecasts for SO char  ges to apply from 1st
February 2009:

The indicative NTS SO Commaodity charge, as applied to both entry and exit
flows, is 0.0128 p/kWh. This is a decrease of 31%, with an estimated range
around this of +/-25% which corresponds to 0.0096 p/kWh to 0.0160 p/kWh.

The St.Fergus Compression charge levied at the Total Oil Marine (TOM) sub-
terminal at St. Fergus is expected to decrease to an indicative level of 0.0135
p/kWh, a reduction of 27% on the current rate. This reduction is due primarily to
effects of the recent adjustments seen in the wholesale gas prices as well as
the reductions in the TOM flows. This charge is subject to similar uncertainties
as the SO Commodity Charge.




1st February 2009 SO Price Change Drivers

SO Charges that applied from 1 October 2008 were se  t on 1 August 2008 in order to give the required
two months notice of the change.

The charges were set at roughly the peak of prompt and forward gas wholesale prices. Whilst the market
continues to be volatile, average prices have since fallen by about 20% following a downturn in the global
economy.

This means that we over-estimated shrinkage costs and therefore over-estimated the charges required to
recover these costs. The combined effect of our revised forecasts is a reduction in our shrinkage costs of
about £20m.

There is evidence that lower than expected volumes have been charged at the Optional Commaodity rate
leading to SO income greater than forecast.

Without revising our charges, we believe the 2008/0 9 SO allowed revenue would be exceeded by 5% -
6%.

We have interpreted that the Licence obligation not to over recover by more than 4% in a formula year
overrides the reasonable endeavors obligation to only set NTS commodity charges twice a year.

Final notification of these changes will be publish ed by 1 December 2008 to provide 2 months notice

before coming effective. This will have the impact of reducing the forecast SO over-recovery to zerofo  r
2008/09.




