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John Dawson | Investor Relations Director



This presentation 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. These statements include information with respect to National Grid’s financial condition, its results of
operations and businesses, strategy, plans and objectives. Words such as ‘anticipates’, ‘expects’, ‘intends’, ‘plans’, ‘believes’, ‘seeks’,
‘estimates’, ‘targets’, ‘may’, ‘will’, ‘continue’, ‘project’ and similar expressions, as well as statements in the future tense, identify forward-looking
statements. These forward-looking statements are not guarantees of National Grid’s future performance and are subject to assumptions, risks
and uncertainties that could cause actual future results to differ materially from those expressed in or implied by such forward-looking
statements. Many of these assumptions, risks and uncertainties relate to factors that are beyond National Grid’s ability to control or estimate
precisely, such as changes in laws or regulations and decisions by governmental bodies or regulators; breaches of, or changes in,
environmental, climate change and health and safety laws or regulations, including breaches arising from the potentially harmful nature of its
activities; network failure or interruption, the inability to carry out critical non network operations and damage to infrastructure, owing to adverse
weather conditions or otherwise; performance against regulatory targets and standards and against National Grid’s peers with the aim of
delivering stakeholder expectations regarding costs and efficiency savings, including those related to restructuring and internal transformation
projects; and customers and counterparties failing to perform their obligations to the Company and its arrangements with the Long Island Power

Cautionary statement
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projects; and customers and counterparties failing to perform their obligations to the Company and its arrangements with the Long Island Power
Authority not being renewed. Other factors that could cause actual results to differ materially from those described in this presentation include
fluctuations in exchange rates, interest rates and commodity price indices; restrictions in National Grid’s borrowing and debt arrangements,
funding costs and access to financing; National Grid’s status as a holding company with no revenue generating operations of its own; inflation;
seasonal fluctuations; the funding requirements of its pension schemes and other post-retirement benefit schemes; the loss of key personnel or
the ability to attract, train or retain qualified personnel and any disputes arising with its employees or the breach of laws or regulations by its
employees; accounting standards, rules and interpretations, including changes of law and accounting standards and other factors that may
affect National Grid’s effective rate of tax; and incorrect or unforeseen assumptions or conclusions relating to business development activity.
For a more detailed description of some of these assumptions, risks and uncertainties, together with any other risk factors, please see National
Grid’s filings with and submissions to the US Securities and Exchange Commission (the ‘SEC’) (and in particular the ‘Risk factors’ and
‘Operating and Financial Review’ sections in our most recent Annual Report on Form 20-F as updated by National Grid’s unaudited half year
report from the six months ended 30 September 2011 published on 17 November 2011). The effects of these factors are difficult to predict. New
factors emerge from time to time and National Grid cannot assess the potential impact of any such factor on its activities or the extent to which
any factor, or combination of factors, may cause results to differ materially from those contained in any forward-looking statement. Except as
may be required by law or regulation, National Grid undertakes no obligation to update any of its forward-looking statements, which speak only
as of the date of this presentation. The content of any website references herein do not form part of this presentation.



Other Regulatory Updates

� Rollover of TPCR4

� 3.25% cost of debt

� 4.75% vanilla return
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Deadline for response: Friday 16th December



RIIO GD1 - Headlines and Agenda

� Total investment of £13.5bn

� £5.4bn Repex, £1.4bn in Capex 

� £6.7bn in Opex

Business Plans
John Pettigrew

Cost of equity of 7.2%
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� Cost of equity of 7.2%

� 53% gearing

� Transitional measures on depreciation 

and repex capitalisation

Finance Proposals
Paul Whittaker

Group Context
John Dawson

John Dawson | Investor Relations Director
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Business plans

John Pettigrew | Chief Operating Officer, UK Gas Distribution and Me tering



Introduction to the business plans

� Extensive stakeholder 
consultation

� Key priorities identified to be 
balanced

Service 
quality

Safety

Value for 
money
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balanced

� Flexibility mechanisms

John Pettigrew | Chief Operating Officer, UK Gas Dis tribution and Metering

Safeguard 
future 
generations

Reasonable 
returns for 
investors

Reliability



Gas system usage

� Changing 
energy 
landscape

� Low carbon 
future

� Renewable gas 1700
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� Renewable gas 
connections
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John Pettigrew | Chief Operating Officer, UK Gas Dis tribution and Metering



Drivers of change

� HSE review of mains replacement

� Aging assets

� Smart metering and emergency 

workforce planning

� Upward cost pressure
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� Upward cost pressure

� Recruitment and training

� Challenging efficiency frontier

John Pettigrew | Chief Operating Officer, UK Gas Dis tribution and Metering



Reduce iron mains risk by 51% and 
leakage by 19%

Over 15,000 km of mains 
replaced

Outputs

Baseline plan

Cost elements 

Repex £5.4bn
Capex £1.4bn
Controllable Opex £4.1bn
Pass through costs £2.6bn

Reduce risk and improve asset 
health

130 gas holders removed

Manage customer impact and cost 
of streetworks

Upper quartile customer satisfaction
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Total cost…

capital and operating costs

£13.5bn

John Pettigrew | Chief Operating Officer, UK Gas Dis tribution and Metering



Baseline plan expenditure
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£1.4bn £6.7bn £13.5bn

Capex Opex ‘Totex’
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John Pettigrew | Chief Operating Officer, UK Gas Dis tribution and Metering

£5.4bn

Repex



Baseline plan expenditure by network
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John Pettigrew | Chief Operating Officer, UK Gas Dis tribution and Metering



Initial conclusions

� Comprehensive and 
realistic plan that 
addresses the 
competing forces

Service 
quality

Safety

Value for 
money

�
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competing forces

� Impact on consumer 
bills minimised

� Delivers sensible 
returns for investors

John Pettigrew | Chief Operating Officer, UK Gas Dis tribution and Metering

Safeguard 
future 
generations

Reasonable 
returns for 
investors

Reliability

�
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Financing proposals

Paul Whittaker | UK Director of Regulation



Financing proposals

Targets

� credit rating metrics

Levers

� cost of equity and cost of debt

� Each network looked at as a standalone notional company
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� credit rating metrics

� dividend yield, and cover

� appropriate risk/reward balance

� appropriate RAV growth

� customer bills

� long term customer value

� cost of equity and cost of debt

� notional gearing

� catch up depreciation on post 
2002 assets 

� ‘fast’ v ‘slow’ replacement 
expenditure

Paul Whittaker | UK Director of Regulation



Financing proposals

West Mids London East England North West

Cost of Equity 7.2% post tax real across all networks

Cost of Debt Tracker: assumes 3.2% pre tax real per Ofgem guidance

Notional Gearing 53% assumed across all networks

Depreciation Catch up depreciation on post 2002 assets
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Transitional 
measures

Depreciation Catch up depreciation on post 2002 assets

Repex
capitalisation

87.5% 75% 100% 87.5%

Notional resulting WACC 5.08% vanilla WACC across all networks



Catch up depreciation – spend between 
2003/04 and 2012/13

RIIO GD1Previous 2 price controls
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Catch up depreciation "created"

Depreciation if front loading had 
applied on post 2002 investment

NG Proposal: Front loading plus catch up

Ofgem proposal: Front loaded 
depreciation starting from 2013/14

Catch up depreciation "recovered"
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Financeability adjustments combined increase average revenue 
over the period by 11%
broadly offsetting impacts of Ofgem policy changes

2003/04 2012/13

Actual Straight line depreciation charged 

2013/14 2020/21

depreciation starting from 2013/14



Assessment against targets: NGGD
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Customer impact : NGGD

Outcomes

� Distribution represents around 18% of a typical domestic 
consumer’s gas bill today
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� RIIO-GD1 proposals increase this by an average 1%, 
(approximately £8 in total) by 2021

In  2009/10 real terms, assuming non-distribution elements remain constant



RAV Growth

10
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R
AV

20

0

5

Mar 11 Mar 13 Mar 21

Paul Whittaker | UK Director of Regulation

£’
bn



Uncertainty Mechanisms

� Number of entry connections

� Updated streetworks legislation

� Security and resilience expenditure

� Multi-occupancy buildings
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� Taxation



Summary 

� Comprehensive submission

� Available from today
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Group context

John Dawson | Investor Relations Director



Plans in line with guidance

Capex and RAV growth in line 

with previous guidance

6.0

7.0

Group Capital Expenditure
Modelling uncertainties to the baseline plan
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Position unchanged: 
well funded through 
to at least 2015

John Dawson | Investor Relations Director
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Next steps

Gas Distribution Transmission

Feb 2012
Ofgem publish initial 

review

March 2012
Business plans 

resubmitted

April 2012
Additional data 

submitted
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April 2012
submitted

July 2012 Initial Proposals

Nov/Dec 2012 Final proposals
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Q&A
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