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Introduction

This notice is issued in line with National Grid’s Gas Transporters Licence in respect of the NTS (“the
Licence”). The Licence requires National Grid to provide at least 150 days notice of changes to its
gas transportation charges (the ‘indicative’ notice). This notice is issued with respect to changes that
will apply from 1 October 2014. Notice of the actual charges will be published by 1 August 2014, to
provide the two months notice required by the Licence and Network Code.

This notice is split into four parts:

e TO Charges
e TO Entry and Exit Commodity
e SO Charges
« SO Entry and Exit Commodity
o St Fergus Compression

e Tools and Supporting Information

e Appendices

Basis of preparing indicative charges

National Grid sets its charges to recover the allowed revenues in accordance with the price controlled
allowances set by Ofgem. The current price control RIIO-T1 applies from 1 April 2013.

Since setting the charges in April 2014, there have been small movements in our forecasts of allowed
revenue. A summary of the allowed revenues is given in Appendix I.

National Grid expects to complete its assessment of the allowed revenue for 2013/14 as part of the
annual regulatory reporting process that completes in July 2014. At this point the TO and SO revenue
corrections for 2013/14 will be known and whether or not an under or over-recovery has occurred.
Under the RIIO-T1 Price Control the corrections will be carried forward into charges to be calculated
for 2015/16.

Charging Base

The charging bases remain based on the Gone Green scenario from May 13 Supply and Demand
Statements. Our assumptions around industrial and power generation demands are largely
unchanged from our view at April 2014.

Adjustments have been made to take into account an increase in entry and exit flows that attract the
Optional Commodity (shorthaul) charges, which decreases the volumes that attract the NTS TO and
SO commodity rates.

For a set target revenue recovery charges are raised with a lower charging base. The assumptions
around volumes will be revisited before confirming final charges at the end of July 2014.
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TO Charges

TO Allowed Revenues

The TO allowed revenue (which is shared 50:50 between entry and exit activities) remains at the
same level used to calculate TO charges for the April 2014 charge setting (£702m).

NTS TO Entry Commodity Charge

The NTS TO Entry Commodity charge levied on entry flows is estimated to increase to 0.0311 p/kWh
from its current rate of 0.0297 p/kWh and the average rate of 0.0247 p/kWh for 2013/14, representing
an increase of 5% and 24% respectively. We are seeking to recover around £211m from the TO
Entry Commodity charge. The forecast reduction in entry volumes (-2.7%) has caused this charge to
increase.

There are a number of uncertainties that are inherent within the calculation of this charge: the income
from entry capacity auctions held during the year and entry volumes. Taking these factors into
account, we estimate the range on the indicative charges is +/- 10%.

NTS TO Exit Capacity Charges

NTS TO Exit Capacity charges, effective from 1 October 2014, have been published in a separate
notice on 1 May 2014" and are also available in Appendix IL.

NTS TO Exit Commodity Charge

The TO Exit Commodity charge is a residual charge to enable National Grid to collect the correct TO
Exit income from exit shippers when exit capacity has not been booked up to the baseline.

Taking into account the updated Exit Capacity charges and expected capacity bookings, the indicative
TO Exit Commodity rate is 0.0160 p/kWh, an increase on the current rate of 0.0157 p/kWh.

There are a number of uncertainties that are inherent within the calculation of this charge: the exit
capacity bookings, including any exit capacity reduction applications, and the charging base.

A summary of TO Commaodity charges can be found in Appendix Ill.

! Please note that the October 2014 charges (along with 2015/16 to 2017/18 indicative charges) were also published on 1 May
2014 for the user commitment in the 2014 Exit Capacity Application Window. Details can be found on the National Grid website
at http://www.nationalgrid.com/uk/Gas/Charges/NoticeofChange/ ‘Notice of Final NTS Exit (Flat) Capacity Charges effective
from 1 October 2014 and Indicative NTS Exit (Flat) Capacity Charges for the 2014 Annual Application Window for Enduring
Annual NTS Exit (Flat) Capacity’.
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SO Charges

SO Allowed Revenues

The SO allowed revenue is expected to increase by £2.3m to £359m, compared to when charges
were set for April 2014.

NTS SO Commodity Charges

The indicative level of the NTS SO Commodity charge, as applied to both entry and exit flows, is
0.0220 p/kWh compared to the current rate of 0.0215 p/kWh and an average rate for 2013/14 of
0.0205 p/kWh. Revenue from other sources has increased by £7.9m therefore the amount to collect
through SO Commodity charges has decreased by £5.6m. The forecast reduction in the charging
base has caused this charge to increase.

Forecast volumes and external costs such as shrinkage, in particular unforeseen changes in gas
costs and/or UAG volumes, are the key variables in calculating this charge. We believe that the
variation in our estimate of the SO commaodity charge is in the region of +/-10%.

Other Charges

The Compression Charge levied at the Total Oil Marine sub-terminal at St. Fergus is expected to
decrease from its current level of 0.0174 p/kWh to 0.0163 p/kWh, a 6% decrease due to a small fall in
forecast costs and a small increase in the revised forecast of the expected flows through the Total Qil
Marine (TOM) sub-terminal. We estimate the range on this charge to be +/- 15%.

A summary of the SO charges can be found in Appendix lIl.
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Supporting Information

Supporting Information

Guidance and detailed supporting charge setting information will be made available on the National
Grid website at http://www.nationalgrid.com/uk/Gas/Charges/Tools/. This includes:

e detailed information about the components of the TO and SO allowed revenues;
e how they have changed since April’s charges were set; and
e how this information in conjunction with the charging base is used to calculate charges.

National Grid will be making the Transportation Model available to parties that have signed the licence
agreement for the model. Details of how to obtain the model can also be found at the link above.
There will be an opportunity to discuss these changes at a subsequent NTS Charging Methodology
Forum (NTSCMF), details of which can be found at
http://www.nationalgrid.com/uk/Gas/Charges/TCMF/.

Getting in touch

If you have any questions or feedback about this document, or NTS charges in general, please
contact Karin Elmhirst (01926 655540) or Colin Williams (01926 655916) or email the charging team
at box.transmissioncapacityandcharging@nationalgrid.com.

For an overview of our commitment to customers, please see:

http://www.nationalgrid.com/uk/EnergyandServices/TransmissionCustomerCommitment/
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Appendix |

Table 1 Forecast Allowed Revenues for Financial year 2014/15

2014/15 at 2014/15 at
April 2014 October 2014 Change
(Final) (Indicative)

TO Maximum Allowed Revenue £702m £702m ;
SO Maximum Allowed Revenue £357m £359m £2m
Revenues to be collected from:
NTS TO Entry Commodity £210m £211m £1m
NTS TO Exit Commodity £110m £108m -£2m
NTS SO Commodity £304m £298m -£6m
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Appendix Il

Table 2 shows Exit Capacity charges effective from 1 October 2014.

Table 2 Exit Capacity Charges

0.0003
0.0034
0.0102
0.0092
0.0137
0.0092
0.0052
0.0112
0.0133
0.0060
0.0028
0.0185
0.0147
0.0059
0.0121
0.0004
0.0197
0.0071
0.0048
0.0134
0.0062
0.0079
0.0135
0.0022
0.0039
0.0055
0.0077
0.0001
0.0082

2 | Please note that the October 2014 charges (along with 2015/16 to 2017/18 indicative charges) were also published on 1
May 2014 for the user commitment in the 2014 Exit Capacity Application Window. Details can be found on the National Grid
website at http://www.nationalgrid.com/uk/Gas/Charges/NoticeofChange/ ‘Notice of Final NTS Exit (Flat) Capacity Charges

effective from 1 October 2014 and Indicative NTS Exit (Flat) Capacity Charges for the 2014 Annual Application Window for
Enduring Annual NTS Exit (Flat) Capacity’.
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0.0196
0.0206
0.0015
0.0003
0.0003

0.0054

0.0192
0.0003
0.0003
0.0127
0.0127
0.0254
0.0022
0.0253
0.0022
0.0001
0.0001
0.0002
0.0050
0.0247
0.0009
0.0260
0.0253
0.0009

0.0247
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Appendix Il
Table 3 summarises the indicative changes to the commodity charges being made in October 2014.

Table 3 Summary of Commodity Charges

NTS Charge April 2014 Ingicct;ti‘:le Change
TO Entry Commodity 0.0297 0.0311 0.0014
TO Exit Commodity 0.0157 0.0160 0.0003
SO Commodity (Entry & Exit) 0.0215 0.0220 0.0005
St. Fergus Compression 0.0174 0.0163 -0.0011
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