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Highly successful sales process

® Sale of four networks for £5.9bn
® Substantial premium to RAV
® Return of £2bn to shareholders

® Enhanced dividend
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Delivering value in UK distribution

® Enhanced performance since the merger in UK distribution

e 35% savings in controllable opex targeted by end of price control
(the Way Ahead programme)

e 20% already achieved

e Delivering premium returns

® Optimal size and shape for UK distribution
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A further step in value creation

® Sales secure premium proceeds
® Confirm premium valuation of retained gas distribution business

® Completion of the Way Ahead now more effective
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Premium returns for shareholders

® £2bn one-off return of capital
® Earnings per share enhancement

® Enhanced dividend policy
e Recommended increase of 20% for current year
e Reconfirmation of 7% growth target to March 2008

® Financial flexibility retained
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Steve Lucas
Group Finance Director
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A premium transaction

® Cash proceeds

® |iabilities transferred

® Total enterprise value

® Premium to Ofgem 04 RAV
® Premium to NGT 05 RAV

® Capital Gains Tax free
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£5,787m
£133m
£5,920m
20.2%
13.6%




Debt reduction

® Repayment of around £2.3bn Transco / Transco Holdings debt
® Gearing level increased to ~50% debt to RAV
® Minimal debt repayment costs

® Expect to maintain current credit ratings
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Returns to shareholders

® £2bn one—off return of capital
e 65p / share
e 14% of current market capitalisation
e Mechanics of return to be determined around completion

® Earnings per share enhancement
® Financial flexibility retained

® Enhanced dividend policy
e Recommended increased of 20% for current year — 23.7p / share
e Reconfirmation of 7% growth target to March 2008
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Successful sales process

® Competitive tension retained throughout sales process

® All relevant employees, assets and liabilities transferred

® Transitional contracts provided to facilitate transfer of ownership
® Principles of ongoing regulatory framework settled

® Pensions terms and rules agreed for transferring employees
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Milestones through to completion

® Final Regulatory Impact Assessment published - late Sept 04

e Ofgem / Authority conditional consent to disposal - end Nov 04

® |icencing process - Sept 04 to Feb 05
e Ofgem / DTI final consent - end Feb 05

e HSE approval targeted for - end Mar 05

® Completion targeted for - Apr 05
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The new shape of Gas distribution
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Retained are four of the most efficient
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Driving efficiencies — the Way Ahead

® Single and consistent operating model

® Quicker and more effective deployment of operational and safety
best practice

® Effective consolidation of support staff and offices
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The Way Ahead - on track

® 20% reduction in controllable costs delivered out of 35% target

® Delivery of remaining 15% on track
¢ All management appointments determined
¢ | ocation strategy defined and ready for implementation
e Companies short listed for construction Alliances, on track for April 2005
e Operational pilots surpassing planned productivity targets
e Immediate transition into the Way Ahead for the North West network
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NGT’s 2006/07 efficiency frontier
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Summary

® Successful conclusion to sales process

® Crystallises substantial shareholder value

® Confirms premium valuation of retained gas distribution business
® Optimal shape and position for UK gas distribution business

® £2bn return of value and dividend enhancement

® Focus remains on being the world’s premier network utility delivering
superior shareholder returns
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Cautionary statement

This material contains certain statements that are neither reported financial results nor other historical information. These statements are forward—
looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of
1934, as amended. Because these forward—looking statements are subject to assumptions, risks and uncertainties, actual future results may differ
materially from those expressed in or implied by such statements. Many of these assumptions, risks and uncertainties relate to factors that are
beyond National Grid Transco's ability to control or estimate precisely, such as delays in obtaining or adverse conditions contained in regulatory
approvals, competition and industry restructuring, changes in economic conditions, currency fluctuations, changes in interest and tax rates, changes
in energy market prices, changes in historical weather patterns, changes in laws, regulations or regulatory policies, developments in legal or public
policy doctrines, technological developments, the failure to retain key management, the availability of new acquisition opportunities or the timing and
success of future acquisition opportunities. Other factors that could cause actual results to differ materially from those described in this material
include the ability to integrate the US and UK businesses acquired by or merged with National Grid Transco or to continue to realise the expected
synergies from such integrations, the failure for any reason to achieve reductions in costs or to achieve operational efficiencies, unseasonable
weather impacting on demand for electricity and gas, the behaviour of UK electricity market participants on system balancing, the timing of
amendments in prices to shippers in the UK gas market, the performance of National Grid Transco's pension schemes and the regulatory treatment
of pension costs, the impact of any potential separation and disposal by National Grid Transco of any UK gas distribution network(s) and any
adverse consequences arising from outages on or otherwise affecting energy networks owned and/or operated by National Grid Transco. For a
more detailed description of these assumptions, risks and uncertainties, together with any other risk factors, please see National Grid Transco's
filings with the United States Securities and Exchange Commission (and in particular the Directors’ Operating and Financial Review section filed with
its most recent Annual Report on Form 20-F). Recipients are cautioned not to place undue reliance on these forward—looking statements, which
speak only as of the date of publication of this material. National Grid Transco does not undertake any obligation to publicly release any revisions to
these forward—looking statements to reflect events or circumstances after the date of publication of this material.

National Grid Transco



	Roger UrwinGroup Chief Executive
	Highly successful sales process
	Delivering value in UK distribution
	A further step in value creation
	Premium returns for shareholders
	Steve LucasGroup Finance Director
	A premium transaction
	Debt reduction
	Returns to shareholders
	Steven HollidayGroup Director, UK Gas Distribution
	Successful sales process
	Milestones through to completion
	The new shape of Gas distribution
	Retained are four of the most efficient
	Driving efficiencies – the Way Ahead
	The Way Ahead – on track
	NGT’s 2006/07 efficiency frontier
	Roger UrwinGroup Chief Executive
	Summary
	Cautionary statement

