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Cautionary statement 

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 ‘aims’, ‘anticipates’, ‘expects’, ‘should’, ‘intends’, ‘plans’, ‘believes’, 

‘outlook’, ‘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, presentations from and decisions by governmental bodies or 

regulators (including the timeliness of consents for construction projects); the timing of construction and delivery by third parties of new 

generation projects requiring connection; breaches of, or changes in, environmental, climate change and health and safety laws or 

regulations, including breaches or other incidents 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, due to adverse seasonal and weather conditions including 

the impact of major storms as well as the results of climate change, due to counterparties being unable to deliver physical commodities, or 

due to unauthorised access to or deliberate breaches of National Grid’s IT systems and supporting technology; 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 investment programmes and internal transformation and remediation plans; and customers and 

counterparties (including financial institutions) failing to perform their obligations to the Company. 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 and conditions (including filing requirements) in National Grid’s borrowing and debt arrangements, funding costs and access to 

financing; regulatory requirements for the Company to maintain financial resources in certain parts of its business and restrictions on some 

subsidiaries’ transactions such as paying dividends, lending or levying charges; inflation or deflation; the delayed timing of recoveries and 

payments in National Grid’s regulated businesses and whether aspects of its activities are contestable; the funding requirements and 

performance of National Grid’s pension schemes and other post-retirement benefit schemes; the failure to attract, train or retain employees 

with the necessary competencies, including leadership skills, and any significant disputes arising with National Grid’s employees or the 

breach of laws or regulations by its employees; and the failure to respond to market developments, including competition from onshore 

transmission,  and grow the Company’s business to deliver its strategy, as well as incorrect or unforeseen assumptions or conclusions 

(including unanticipated costs and liabilities) relating to business development activity, including assumptions in connection with joint 

ventures. For further details regarding these and other assumptions, risks and uncertainties that may impact National Grid, please read the 

Strategic Report section and the ‘Risk factors’ on pages 167 to 169 of National Grid’s most recent Annual Report and Accounts, as updated 

by National Grid’s unaudited half-year financial information for the six months ended 30 September 2014 published on 7 November 2014. In 

addition, 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 actual future results to differ materially from those contained in any forward-

looking statement. Except as may be required by law or regulation, the Company undertakes no obligation to update any of its forward-

looking statements, which speak only as of the date of this presentation. 

The Narragansett Electric Company 
d/b/a National Grid 
RIPUC Docket No. 4770 
Attachment PUC 1-9-4 
Page 2 of 63

2



Highlights 

2014/15 

Full Year 
Results 

Steve Holliday | Chief Executive 

The Narragansett Electric Company 
d/b/a National Grid 
RIPUC Docket No. 4770 
Attachment PUC 1-9-4 
Page 3 of 63

3



People 

4 

Dean Seavers 

John Pettigrew 

Executive Director, US 

Executive Director, UK 
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2014/15 Highlights 

5 

Strong UK & US operating performance 

Attractive growth opportunities in 

transmission and interconnection 

Foundations… 

- Clarity in regulatory contracts 

- Benefits of reorganisation 

The Narragansett Electric Company 
d/b/a National Grid 
RIPUC Docket No. 4770 
Attachment PUC 1-9-4 
Page 5 of 63

5



Profit, EPS, dividend and scrip 

6 

£3.7bn 54.0p 42p 

Note: Adjusted results, excluding exceptional items and remeasurements for continuing operations 

Constant currency figures calculated by applying the average 2015 rate ($1.58 to £1.00) to 2014 results (when the average rate was $1.62 to £1.00 

All numbers include impacts of timing 

Interim scrip suspended reflecting high take up in August 

£3.9bn 

operating profit  

£2.9bn 

profit 

before tax 

£2.2bn 

earnings 

58.1p 

earnings 

per share 

42.87p 

dividend 

per share 

£3.5bn investment  ~3% growth 
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11.8% 

Group Return on Equity  

 40bps increase 

 Strong performance 

 

Returns and value added 

7 

£1.7bn 

 

Clear, long term 

measure of value 

creation 

Value Added 
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11.8% 

Group Return on Equity  

 40bps increase 

 Strong performance 

 

Returns and value added 

8 

£1.7bn 

 

Clear, long term 

measure of value 

creation 

Value Added 

Strong balance sheet 

enabled buy back of all 

scrip issued in 13/14 
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UK performance 

9 

13.7% UK return on equity 

270 bps RIIO incentive performance 

Totex 60% of overall incentives  
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UK performance 
customer benefits 

10 

More than £400m cumulative RIIO 

savings to date 

c.50% to reduce customer bills 

Efficiencies creating customer 

savings 
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US regulated performance 

11 

Operating profit in line with 13/14 

7% underlying rate base growth 

8.4% return on equity 

Good operating performance 

 

 

 

 

US regulated activities at constant currency. Constant currency figures calculated by applying the closing 2015 rate ($1.49 to £1.00) to March 2014 balances (when the closing rate was $1.67 to £1.00) 

Underlying performance excludes working capital balances 
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Safety 

12 

US 

UK 
UK ‘world class’ in many areas 

Step improvement in US performance 

Safety continues to be a key priority 
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Benefits of preparing for RIIO 
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Benefits of preparing for RIIO 
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New investments 

 Interconnectors to 

Belgium & Norway 

 2.4GW capacity to      

UK market  

 Help reduce      

customer bills 

 Sustainable long term 

returns 
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Regulatory alignment 

16 

 US has laid groundwork for future investment 

 Test year for next set of rate filings underway 

 Massachusetts plan to file later this year 

 
 New York plan to file in early 2016 
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Upstate New York & Rhode Island 

 

Visual representation only – not to scale 
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Upstate New York 2011 - 2014 

 

Visual representation only – not to scale 

+ 340bps 
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Rhode Island 2011 - 2014 

 

Visual representation only – not to scale 

+ 320bps 
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Summary 

20 

A successful year 

Continued to build on 

foundations of recent years 
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Business Review 

2014/15 

Full Year 
Results 

Andrew Bonfield | Finance Director 
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Financial Highlights 

 EPS increased 9% to 58.1p 

 Group returns 11.8% 

 Regulatory asset base up £1.1bn* 

 Value added £1.7bn* 

Adjusted results, excluding exceptional items and remeasurements 

*Constant currency figures calculated by applying the closing 2015 rate ($1.49 to £1.00) to March 2014 balances (when the closing rate was $1.67 to £1.00) 
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UK Electricity Transmission scorecard 

23 

10.2% 

base return 

210bps 

totex incentive 

70bps 

other incentives 

100bps 

additional allowances 

14.0% 

achieved return 

+ + + = 

operating profit adjustments 
regulated financial 

performance 

£11.3bn 

regulated asset value 

£67m 
other regulated assets 

& liabilities 

£11.4bn 
regulated financial 

position 

  

£1,237m £(5)m £1,232m   
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UK Gas Transmission scorecard 

24 

10.0% 

base return 

(40)bps 

totex incentive 

240bps 

other incentives 

220bps 

additional allowances 

14.2% 

achieved return 

+ + + = 

operating profit adjustments 
regulated financial 

performance 

£5.6bn 

regulated asset value 

£158m 
other regulated assets 

& liabilities 

£5.7bn 
regulated financial 

position 

  

£437m £211m £648m   
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UK Gas Distribution scorecard 

25 

9.9% 

base return 

230bps 

totex incentive 

60bps 

other incentives 

10bps 

additional allowances 

12.9% 

achieved return 

+ + + = 

operating profit adjustments 
regulated financial 

performance 

£8.5bn 

regulated asset value 

£(83)m 
other regulated assets 

& liabilities 

£8.4bn 
regulated financial 

position 

  

£826m £(7)m £819m   
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US Regulated scorecard 

26 

8.2% 

New York 

6.2% 

Massachusetts 

10.4% 

Rhode Island 

11.5% 

FERC 

8.4% 

achieved return 

+ + + = 

operating profit 

$17.2bn 

regulated asset value 

$2.8bn 
other regulated assets 

& liabilities 

$20.0bn 
regulated financial 

position 

  

£1,164m 
 

 

 Revenue allowances 

 Customer growth 

 Gas mains repairs 

 Bad debts 

The Narragansett Electric Company 
d/b/a National Grid 
RIPUC Docket No. 4770 
Attachment PUC 1-9-4 
Page 26 of 63

26



 Completion of US financial system implementation 

 Strong Interconnector performance 

 Metering, Grain and Property remain steady 

27 
Visual representation only – not to scale 

Adjusted results, excluding exceptional items and remeasurements 

Constant currency figures calculated by applying the average 2015 rate ($1.58 to £1.00) to 2014 results (when the average rate was $1.62 to £1.00) 

Other activities 
 

199 

160 

72 

103 
28 

Metering Grain LNG French
Interconnector

Property Corp centre US corporate & fin
systems

2015 operating profit

£
m

 

£199m 

Operating profit 

Costs re. US Corporate 

and Financial Systems 

£68m lower 

Metering, Grain LNG, 

Interconnectors and 

Property up £11m 

Overall, 

profit up 

£73m 

(43) 

(121) 
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28 

Visual representation only – not to scale 

Adjusted results, excluding exceptional items and remeasurements  

Constant currency figures calculated by applying the average 2015 rate ($1.58 to £1.00) to 2014 results (when the average rate was $1.62 to £1.00) 

Post retirement costs represent pensions and other post employment benefits 

Operating profit 

3,689 3,863 

342 

73 

(22) 

(61) (2) 
(70) 

(62) 
(24) 

2014
operating
profit at
constant
currency

timing net regulated
income

controllable
operating

costs

post
retirement

costs

regulated
depreciation &
amortisation

bad debts other
operating

costs

Other activities 2015
operating

profit

£
m

 

Operating profit 

Operating profit  
excluding timing & storms flat 

2% higher 

 Year on year timing impact of £22m 

 Good operational performance 

 Controllable costs increased £61m 

Operating profit 

£3.9bn 
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Interest, tax & earnings 

Finance costs 

8% lower than 2014* 

 Effective interest rate of 

4.3% 

 Refinancing debt at lower 

interest rates 

£1,033m 

 Tax rate 170bp higher than 

2014 

 Tax charge £114m higher 

than 2014 

Effective tax rate 

24.2% 
at £(695)m  

Earnings per share 

58.1p 

 £2,189m earnings 

 3,766m weighted avg. 

shares 

Adjusted results, excluding exceptional items and remeasurements  

* Constant currency figures calculated by applying the average 2015 rate ($1.58 to £1.00) to 2014 results (when the average rate was $1.62 to £1.00) 
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30 

Cash flows and net debt 

Period ended 31 March 2015 £m 

Operating profit 3,863 

Depreciation & amortisation 1,494 

Pensions (270) 

Working capital & other 280 

Net operating cash flow 5,367 

Net debt 23,915 

RCF/net debt 

9.9% 
Operating cash flow after capex 

£85m 

FFO/net debt 

16.4% 

Interest cover  

  5.1x 

Operating cash flows from continuing operations before exceptional items, remeasurements and taxation 
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Technical guidance 

 Continued totex outperformance in UK 

regulated businesses 

 Other incentives & additional allowances 

decrease in Gas Transmission 

 UK investment at similar levels 

 US returns c.8% 

 Finance costs & tax rate consistent  
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Technical guidance 
UK revenues 

 RIIO two year recovery delay: timing, 

lagged incentives, pass-through costs, 

totex efficiency & outputs not required 

 2013/14 performance to impact 2015/16 

headline revenues 
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Dividend & scrip 

33 

Scrip option to continue 

Proactive approach to managing scrip dilution 

Proposed dividend increasing 2%, at average UK RPI 
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Inflation 
 

UK revenues 

~ £4bn* 

 Set using mixture of actual + forecast RPI 

 2 year lag before actual inflation impacts 

headline numbers 

RPI debt 

~ £7bn 
 Lower interest payments required 

 In short term increases headline earnings 

UK RAV 

~£25bn 

 Impacts rate of growth 

 Lower RPI in 2014/15 impacted growth by 

c.£500m 

*Net of pass through costs 
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Value added 

35 

Constant currency figures calculated by applying the closing 2015 rate ($1.49 to £1.00) to March 2014 balances (when the closing rate was $1.67 to £1.00) 

Dividend paid includes equity buy back  

Growth in net debt includes movement in goodwill 

 

+ Net asset growth  £1,125m  

+ Dividend paid   £1,606m  

-  Growth in net debt £(1,046)m 

= Value Added  £1,685m  

Supporting long term shareholder returns 
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Summary 

Group ROE: 11.8% 

Value added: £1.7bn* 

EPS growth of 9% 

Strong financial position  

Adjusted results, excluding exceptional items and remeasurements 

*Constant currency figures calculated by applying the closing 2015 rate ($1.49 to £1.00) to March 2014 balances (when the closing rate was $1.67 to £1.00) 
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Growth & strategy 

2014/15 

Steve Holliday | Chief Executive 

Full Year 
Results 
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Looking forward… 

38 

 Portfolio positioned well for 

next 5-10 years 

 Energy industry undergoing 

major changes 
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Well set for next ten years 

of sustainable growth 

39 

UK Regulated: 

£16-20bn over 

RIIO 1 

Sustainable growth 

into RIIO 2 

Electricity Transmission : investing in 

modernisation followed by new generation 
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Well set for next ten years 

of sustainable growth 

40 

Interconnectors: initial investments create 

strong, cash generative assets 

Gas Transmission & Distribution: ongoing investment driven 

by security, emissions and safety 
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Well set for next ten years 

of sustainable growth 

41 

Smart Innovation 
Work to shape 

the future energy 

vision 

Gas distribution 
 Investing to connect new customers 

Gas mains replacement 

 

Greenline Infrastructure Alliance 
Transmission projects into 

Massachusetts 

Access Northeast 
Expands existing 

capacity 

NY Transco 
Continue to 

make progress 

Greater Boston 
Selected as 

preferred option 
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Well set for next ten years 

of sustainable growth 

42 

Disrupters will create new opportunities 

Working to invest in the right innovation and assets  

 Exciting pipeline of attractive projects with good returns 

 Supporting earnings and cash generation in the future 
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Core US businesses 

distributing gas and electricity  

and investing in innovative 

distributed generation, storage 

and delivery technologies 

UK regulated benefiting from significant 

change in large-scale generation mix 

and emerging changes to energy 

use and distributed generation 

43 

Shape of things to come 

Cash generative, new business segment 

focused on interconnectors,  

FERC1000 transmission  

and other opportunities 

Capacity to invest £3-4bn in new opportunities 
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 UK Electricity 

Transmission 

Deliver efficient investment 

programme 

US 
Deliver good returns and 

growth whilst maintaining 

efficiency 

2015/16 priorities 

44 

 UK Gas 

Transmission 

Further important upgrades 

required 

 UK Gas 

Distribution 

Priority to improve customer 

service 

 US 

Regulated 

Sustain returns and growth, 

deliver new filings on time 
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Conclusion 

45 

 Successful year  

 Balance of returns, cash and 

growth performance 

 Strongly positioned to develop 

business in changing landscape 
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Appendices 

2014/15 

Full Year 
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Electricity Transmission 
Operating Profit 

 

*    Net revenue includes BSIS performance of £23m in 2015 (2014: £27m) 

**  Operating profit includes a contribution from other electricity services of £9m (2014: £9m) 

• At actual currency 

• Adjusted results, excluding exceptional items and remeasurements 

For the year ended 31 March (£m) 2015 2014

Revenue 3,754 3,387

Pass through costs (1,821) (1,655)

Net Revenue * 1,933 1,732

Depreciation & Amortisation (376) (343)

Regulated Controllable costs (283) (269)

Pensions (36) (32)

Other costs (1) (1)

Total UK Electricity Transmission operating profit ** 1,237 1,087
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48 

Gas Transmission 
Operating Profit 

 

*  Operating profit includes a loss from LNG Storage of £2m in 2015 (2014: profit £6m) 

• At actual currency 

• Adjusted results, excluding exceptional items and remeasurements 

For the year ended 31 March (£m) 2015 2014

Revenue 1,022 941

Pass through costs (242) (206)

Net Revenue 780 735

Depreciation & Amortisation (172) (172)

Regulated Controllable costs (125) (117)

Pensions (18) (18)

Other costs (28) (11)

Total UK Gas Transmission operating profit * 437 417
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For the year ended 31 March (£m) 2015 2014

Revenue 1,867 1,898

Pass through costs (363) (367)

Net Revenue 1,504 1,531

Depreciation & Amortisation (286) (271)

Regulated Controllable costs (353) (331)

Pensions (36) (40)

Other costs / contributions released (3) 15

Total UK Gas Distribution operating profit 826 904

49 

UK Gas Distribution 
Operating Profit 

 

• At actual currency 

• Adjusted results, excluding exceptional items and remeasurements 
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For the year ended 31 March (£m) 2015 2014

Revenue 7,986 8,252

Pass through costs (3,908) (4,275)

Net Revenue 4,078 3,977

Depreciation & Amortisation (452) (430)

Regulated Controllable costs (1,424) (1,407)

Pensions (76) (74)

Bad debt (119) (57)

Other costs (843) (854)

Total US Regulated operating profit 1,164 1,155

50 

US Regulated 
Operating Profit 

 

• At constant currency 

• Adjusted results, excluding exceptional items and remeasurements 
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For the year ended 31 March (£m) 2015 2014

Revenue 309 321

Depreciation & amortisation (82) (85)

Operating costs (excluding depreciation & amortisation) (67) (74)

Metering operating profit 160 162

Revenue 198 198

Depreciation & amortisation (55) (55)

Operating costs (excluding depreciation & amortisation) (71) (69)

Grain LNG operating profit 72 74

Revenue 124 103

Depreciation & amortisation (4) (4)

Operating costs (excluding depreciation & amortisation) (17) (14)

Interconnector operating profit 103 85

Revenue 43 48

Depreciation & amortisation (1) (2)

Operating costs (excluding depreciation & amortisation) (14) (15)

Property operating profit 28 31

51 

Metering, Grain LNG, French Interconnector 

and Property 
Operating Profit 

 

• At actual currency 

• Adjusted results, excluding exceptional items and remeasurements 
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For the year ended 31 March 2015 2014

Closing $ / £ rate 1.49 1.67

Average $ / £ rate for the period 1.58 1.62

For the year ended 31 March (£m) 2015

Impact on operating profit * 25

Impact on interest * (17)

Impact on tax, JVs and minority interests * (2)

Net impact on earnings * 6

Impact on net debt ** (1,691)

Impact on book value of assets ** 1,819

52 

Exchange rates 

 

*    Currency impact calculated by applying the average March 2015 rate to 2014 results 

**   Currency impact calculated by applying the March 2015 rate to March 2014 balances 

• Adjusted results, excluding exceptional items and remeasurements 
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53 

Pensions & other post-retirement benefit 

obligations (IAS 19 data) 

 

• OPEBs = other post employment benefits 

At 31 March 2015 (£m) ESPS NGUK PS Pensions OPEBs NG total

Market value of assets 2,380 17,073 5,052 1,903 26,408

Present value of liabilities (2,860) (17,265) (6,055) (3,486) (29,666)

Net liability (480) (192) (1,003) (1,583) (3,258)

Taxation 96 38 405 638 1,177

Liability net of taxation (384) (154) (598) (945) (2,081)

Discount rates 3.3 3.3 4.1 4.1

UK US
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£m
UK Electricity 

Transmission

UK Gas 

Transmission

UK Gas 

Distribution

US 

Regulated 
Total

2014/15 Opening balance (67) (11) 21 120 63

2014/15 Opening balance restatement adjustment (8) - (18) - (26)

2014/15 over/(under) recovery (89) (18) 13 30 (64)

2014/15 Closing balance (164) (29) 16 150 (27)

2013/14 Opening balance (7) 10 (8) 110 105

2013/14 over/(under) recovery (60) (21) 29 10 (42)

2013/14 Closing balance (67) (11) 21 120 63

Year on year timing variance (29) 3 (16) 20 (22)

54 

Timing Impacts 

 

• 2014/15 opening balance restatement reflects finalisation of UK timing balances 

• All USD balances stated using the average 2015 rate ($1.58 to £1.00) 
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UK Electricity Transmission UK Gas Transmission UK Gas Distribution

Regulator Ofgem Ofgem Ofgem

Rate base / RAV £11,339m £5,552m £8,511m

4.43% 4.25% 4.11%

(‘vanilla’ WACC) (‘vanilla’ WACC) (‘vanilla’ WACC)

Allowed RoE (nominal) 10.2% 10.0% 9.9%

Achieved RoE (nominal) 14.0% 14.2% 12.9%

Equity / debt (assumed) 40 / 60 37.5 / 62.5 35 / 65

46.9% 44.4% 63.0%

plus incentive schemes plus incentive schemes plus incentive schemes

from April 2015 from April 2015 from April 2015

Base allowed return (assumed CoD 2.55%) 4.33% 4.14% 4.00%

Base allowed return (assumed CoD 2.72%)

Sharing factors (shareholder retention at 

RoE)

55 

UK Transmission and UK Distribution 
Regulated asset values (“RAV”) and returns 

• CoD = Cost of Debt 
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Long Island
Downstate New 

York
Upstate New York Upstate New York

(KEDLI) (KEDNY) (NMPC Gas) (NMPC Electric)

Regulator New York PSC New York PSC New York PSC New York PSC

Rate base / RAV $2,146m $2,387m $1,060m $4,453m

9.80% 9.40% 9.30% 9.30%

(RoE) (RoE) (RoE) (RoE)

Achieved return 6.5% 8.5% 8.3% 9.0%

Equity / debt (assumed) 45 / 55 48 / 52 48 / 52 48 / 52

100% to 10.5% 50% to 10.3% 50% to 10.3%

50% to 12.5% 25% to 11.3% 25% to 11.3%

35% to 13.5% 10% above 11.3% 10% above 11.3%

0% above 13.5%

Effective from Effective from Effective from Effective from

January 2008 January 2013 April 2013 April 2013

Base allowed return

Sharing factors (shareholder 

retention at RoE)

Last / next rate case filing

20% above 9.4%

56 

New York Jurisdiction 
Regulated asset base (“Rate base”) and returns 

 
Rate bases are reported by regulatory entity as at 31 March 2015.  Returns are those for the calendar year ended 31 December 2014 
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Massachusetts 

Electric *

Massachusetts 

Gas **

Narragansett  

(Distribution & Gas) ***

Regulator Massachusetts DPU Massachusetts DPU Rhode Island PUC

Rate base / RAV $1,905m $1,747m $1,066m

10.35% 9.75% 9.50%

RoE RoE RoE

Achieved return 4.6% 7.8% 10.4%

Equity / debt (assumed) 50 / 50 50 / 50 49 / 51

100% to 10.35% 100% to 9.5%

50% above10.35% 50% to 10.5%

25% above 10.5%

Effective from Effective from Effective from

January 2010 November 2010 February 2013
Last / next rate case filing

Base allowed return

Sharing factors (shareholder 

retention at RoE)
100%

57 

Massachusetts and Rhode Island Jurisdiction 
Regulated asset base (“Rate base”) and returns 

 
Rate bases are reported by regulatory entity as at 31 March 2015.  Returns are those for the calendar year ended 31 December 2014 

*   Includes Nantucket Electric.  The rate bases includes transmission assets 

**  Massachusetts Gas currently comprises two separate entities: Boston Gas and Colonial Gas. Bases allowed and achieved RoE’s are weighted averages (using rate base) 

*** Narragansett comprises two separate entities: Narragansett Gas and Narragansett Electric . Bases allowed and achieved RoE’s are weighted averages (using rate base) 
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New England Power

Narragansett 

Electric 

(Transmission)

Canadian 

Interconnector *

Long Island Generation 

**

Regulator FERC FERC FERC FERC

Rate base / RAV $1,380m $607m $16m $446m

10.57% 10.57% 13.00% 10.00%

RoE RoE RoE RoE

Achieved return 11.6% 12.1% 13.0% 10.5%

Equity / debt (assumed) 68 / 32 50 / 50 51 / 49 46 / 54

Sharing factors 

(shareholder retention at 

RoE)

100% 100% 100% 100%

Effective from 

May 2013

Base allowed return

Last / next rate case filing Monthly formula rates Monthly formula rates
Monthly formula 

rates

58 

FERC Jurisdiction 
Regulated asset base (“Rate base”) and returns 

 
Rate bases are reported by regulatory entity as at 31 March 2015.  Returns are those for the calendar year ended 31 December 2014 

• National Grid retains 100% of the return it earns on its stake of ~54% in the Canadian Interconnector 

**   Long Island Generation rate base includes peaking plant 
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2014

For the year ended 31 March ( £m) 2015
(constant 

currency)
Change

UK regulated assets 25,402 24,878 524

US regulated assets 11,591 10,988 603

Assets outside regulated assets 2,031 1,874 157

Regulated Financial Position 39,024 37,740 1,284

Other invested capital 1,562 1,721 (159)

Total group regulated and other assets 40,586 39,461 1,125

Goodwill 5,145 5,157 (12)

Net debt (23,915) (22,881) (1,034)

Equity 21,816 21,737 79

Share buy-backs 335

Dividend paid during the year 1,271

Value Added 1,685

Value added per share (pence) 44.7

59 

Value Added 
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2013

(storm 

adjusted)

3,741 3,468 3,696 3,611

199 131 62 11

46 28 18 18

8 12 (1) (1)

(945) (1,055) (1,057) (1,057)

(695) (581) (665) (619)

(14) 73 44 44

2,340 2,076 2,097 2,007

35,237 33,128 31,424 31,424

1,341 1,185 979 979

358 371 341 341

4,856 5,028 4,776 4,776

41,792 39,712 37,520 37,520

(21,974) (21,429) (19,597) (19,597)

19,818 18,283 17,923 17,923

11.8% 11.4% 11.7% 11.2%

For the year ended 31 March (£m) 2013

Regulatory operating profit per ROCE

IFRS operating profit for non-regulated companies 

Treasury managed interest deduction 

Group tax charge 

Tax adjustment for ROCE adjustments and non treasury interest

Adjusted profit for RoE

2015

Minority Interest

Share of post tax results of JV’s 

2014

Opening capital employed

Non-regulated companies opening net book value

Joint ventures

Opening Goodwill

Group enterprise value

Opening net debt 

Group equity value

Group RoE – nominal (adjusted group profit after tax / group equity 

value)

60 

Group Return on Equity 
 

 
 

• Adjusted results, excluding exceptional items and remeasurements 
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61 

Interest Cover 

 
 

• Adjusted results, excluding exceptional items and remeasurements 

2015 2014 2013

1,069 1,144 1,154

(55) (52) (2)

86 148 122

53 40 60

1 1 1

32 34 36

(101) (128) (135)

(73) (73) (75)

1,012 1,114 1,161

5,007 4,019 3,750

37 35 29

(978) (901) (792)

79 38 21

(301) 59 410

237 228 248

55 52 2

65 68 73

(4) (189) (273)

47 88 170

(64) (97) (239)

4,180 3,400 3,399

5.1x 4.1x 3.9x
Interest cover (adjusted funds from operations + adjusted 

interest expense / adjusted interest expense)

add back  lease rentals

Difference in net interest expense in income statement to cash flow

Difference in current tax in income statement to cash flow

add back  current tax related to prior years

Adjusted funds from operations

add back  Hybrid interest reclassified as dividend

Interest on lease rentals adjustment

Net pensions interest on net scheme liabilities

Unwinding of discounts on provisions

Adjusted interest expense

Net cash inflow from operating activities

Interest income on financial instruments

Dividends received

Working capital adjustment

add back  excess employer pension contributions

Interest paid on financial instruments

Interest on decommissioning liabilities adjustment

For the year ended 31 March (£m)

Interest expense (P&L)

Hybrid interest reclassified as dividend

Capitalised interest

Interest on pensions debt adjustment
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62 

RCF:Debt 

 
 

2015 2014 2013

Adjusted funds from operations (FFO) 4,180 3,400 3,399

(55) (52) (2)

Dividends paid to shareholders (1,271) (1,059) (810)

2,854 2,289 2,587

Purchase of treasury shares (338) 0 0

2,516 2,289 2,587

Bank Overdrafts 3 15 23

Borrowings 25,907 25,935 28,072

Less

50% hybrid debt (948) (1,030) (1,030)

Cash & Cash Equivalents (119) (354) (671)

Restricted cash 1 24 21

Available for sale investments (1,232) (2,689) (4,442)

Underfunded pension obligations 1,675 1,276 1,906

Operating Leases Adjustment 588 612 654

Derivative asset removed from debt (89) (775) (888)

Derivative liabilities added to debt 0 0 251

Currency swaps 453 (224) (213)

Nuclear decommissioning liabilities reclassified as debt 22 17 12

Collateral - cash received under collateral agreements (540) (843) (730)

Accrued Interest removed from ST debt (230) (239) (250)

25,491 21,725 22,715

FFO/Adjusted Net Debt 16.4% 15.7% 15.0%

RCF (headline)/Adjusted Net Debt 11.2% 10.5% 11.4%

RCF (net of share buybacks)/Adjusted Net Debt 9.9% 10.5% 11.4%

Hybrid interest reclassified as dividend

RCF (headline)

For the year ended 31 March (£m)

Moody's

RCF (net of share buybacks)

Adjusted Net Debt (includes pension deficit)
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Weighted average number of shares 
 

• Business performance, excluding exceptional items and remeasurements 

For year ended 31 March 2015 2014

Number of shares (millions):

Prior period as reported (weighted average) - 3,729

Current period opening shares 3,730

Scrip dividend shares 37 37

Other share movements (weighted from issuance/repurchase) (1) -

Weighted average number of shares (restated) 3,766 3,766

Business performance earnings restated (£m) 2,189 2,015

Business performance EPS (restated) 58.1p 53.5p
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RCF/net debt
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Group RoE – nominal (adjusted group profit after tax / group equity value)

•
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Cautionary statement 

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’, ‘should’, ‘intends’, ‘plans’, ‘believes’, ‘outlook’, ‘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, including 

any arising as a result of the United Kingdom’s exit from the European Union; announcements from and decisions by governmental bodies or regulators (including the timeliness of consents for 

construction projects); the timing of construction and delivery by third parties of new generation projects requiring connection; breaches of, or changes in, environmental, climate change and health and 

safety laws or regulations, including breaches or other incidents 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, due to adverse weather conditions including the impact of major storms as well as the results of climate change, due to counterparties being unable to deliver 

physical commodities, or due to the failure of or unauthorised access to or deliberate breaches of National Grid’s IT systems and supporting technology; 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 investment programmes and internal 

transformation and remediation plans; and customers and counterparties (including financial institutions) failing to perform their obligations to the Company. 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 and conditions (including filing requirements) 

in National Grid’s borrowing and debt arrangements, funding costs and access to financing; regulatory requirements for the Company to maintain financial resources in certain parts of its business and 

restrictions on some subsidiaries’ transactions such as paying dividends, lending or levying charges; inflation or deflation; the delayed timing of recoveries and payments in National Grid’s regulated 

businesses and whether aspects of its activities are contestable; the funding requirements and performance of National Grid’s pension schemes and other post-retirement benefit schemes; the failure to 

attract, train or retain employees with the necessary competencies, including leadership skills, and any significant disputes arising with the National Grid’s employees or the breach of laws or regulations 

by its employees; and the failure to respond to market developments, including competition for onshore transmission, the threats and opportunities presented by emerging technology, development 

activities relating to changes in the energy mix and the integration of distributed energy resources, and the need to grow the Company’s business to deliver its strategy, as well as incorrect or 

unforeseen assumptions or conclusions (including unanticipated costs and liabilities) relating to business development activity, including assumptions in connection with the Company’s sale of a 

majority interest in its UK Gas Distribution business and joint ventures. For further details regarding these and other assumptions, risks and uncertainties that may impact National Grid, please read the 

Strategic Report section and the ‘Risk factors’ on pages 180 to 183 of National Grid’s most recent Annual Report and Accounts. In addition, 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 actual future results to differ materially from those contained 

in any forward-looking statement. Except as may be required by law or regulation, the Company undertakes no obligation to update any of its forward-looking statements, which speak only as of the 

date of this presentation. 
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SIR PETER GERSHON 

Welcome 

CHAIRMAN 

3 
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 Balance needs of all stakeholders 

 Optimise shareholder returns 

 Strong stewardship and corporate governance over 
everything we do 

Acting responsibly 

4 
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Portfolio overview 

The Board 

Nominations 

Safety, Environment and Health 

Remuneration 

Finance 

Agenda 

Sir Peter Gershon 

Sir Peter Gershon 

Sir Peter Gershon 

Paul Golby 

Jonathan Dawson  

Therese Esperdy 

5 
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Portfolio overview 

6 

High quality regulated assets 

US Regulated 

42% 

NG Ventures 
& Other 

5% 

UK Gas 
Transmission 

14% 

UK Electricity 
Transmission 

30% 

Total assets £40.5bn as at 31 March 2017  

Includes 39% share of UK Gas Distribution assets 

UK Gas Distribution 
Retained stake  

9% 

US rate filings  
supporting improved 
performance and 
increased investment 

Outperformance 
in the UK 
generating savings 
for customers 
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Non-Executive Director participants today 

7 

Sir Peter  
Gershon 
Chairman 

Paul Golby 
Safety,  
Environment  
and Health  
Committee 

Therese 
Esperdy  
Finance 
Committee 

Jonathan  
Dawson 
Remuneration 
Committee 
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National Grid plc Board 

8 

Executive 

Non-executive 

Andrew 
Bonfield 

Dean  
Seavers 

Nicola 
Shaw 

Pierre 
Dufour 

John  
Pettigrew 

Therese 
Esperdy 

Sir Peter 
Gershon 

Ruth 
Kelly 

Jonathan 
Dawson 

Paul  
Golby 

Nora  
Mead Brownell 

Mark 
Williamson 
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Board – key focus areas 

9 

Review of 
performance 
improvement 
in the US 

Oversight of UK 
Gas Distribution 
sale and return 
of proceeds 

Board 
composition 
and 
effectiveness  

Seamless 
transition to 
new CEO 

Cyber  
security 

Evolution of 
Group strategy 
in the context 
of changing 
industry 

The Narragansett Electric Company 
d/b/a National Grid 
RIPUC Docket No. 4770 
Attachment PUC 1-9-7 
Page 9 of 33

196



Investor stewardship meeting  7 July 2017 10 

Clear strategic focus 

Performance optimisation Growth Evolve for the future 

CUSTOMER FIRST 
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Board – 2017/18 priorities 

11 

NiMo, Mass Gas 
and Rhode Island 
rate filings 

US 

RIIO T2 
preparations; future 
governance of the 
SO 

UK 

Safety reviews; 
Principal risks 

Group 
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Nominations Committee composition 

12 

Therese 
Esperdy 

Paul 
Golby 

Ruth 
Kelly 

Pierre 
Dufour 

Sir Peter 
Gershon 

Jonathan 
Dawson 

Mark 
Williamson 

Nora  
Mead Brownell 
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 Senior appointments 

− John Pettigrew 

− Nicola Shaw 

 Succession planning 

 Board diversity 

− Experience, knowledge, thinking styles 

− Hampton-Alexander and Parker 
recommendations  

− Target of 33% women on the Board extended to 
Executive Committee and their direct reports 

Nominations Committee review 

13 

Executive and  
Non-executive Directors 

Executive 

4 
Non-Executive 

(includes Chairman) 

8 

Board gender 

Women 

4 
Men 

8 
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Paul 
Golby 

Pierre 
Dufour 

Nora  
Mead Brownell 

COMMITTEE ROLE 

 Safety 
lessons learnt from serious incidents, 
quality of training and initiatives, peer 
reviews and benchmarking 

 Environment 
cross company learning, company strategy 
and approach, specific incidents and 
lessons learnt 

 Health 
overview of key campaigns to promote 
employee health and wellbeing 

Committees – Safety, Environment and Health 

14 
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Safety performance 

15 

Employee lost time injury frequency rate 

13/14 

per 100,000 hours worked 

12/13 14/15 15/16 16/17 

0.10 0.10 

0.13 
0.14 

0.17 

overall lost time injury 

frequency rate - an 

historic low level for 

National Grid  

0.10 

 UK employee fatality a stark reminder of the 
importance of safety 

The Narragansett Electric Company 
d/b/a National Grid 
RIPUC Docket No. 4770 
Attachment PUC 1-9-7 
Page 15 of 33

202



Investor stewardship meeting  7 July 2017 

Safety priorities 

16 16 

Safety focus areas, programmes and initiatives 

Process 
Safety 

Supply 
Chain 

Behavioural 
Safety 

Visible Safety  
Leadership 
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Our Environmental performance and priorities 

17 

Reduction in our scope 1 and 2 
greenhouse gas emissions 
compared with our 1990 baseline 

63% Responsible  
resource use 

Caring for our  
environment 

Climate 
change 

Reduce waste 
production by 

30% by 2020 

Recognise and 
enhance the value 
of our natural 
assets on at least  

50 sites 
by 2020 

45% reduction 
in GHG emissions 
by 2020 

80% reduction 

by 2050 
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Environmental case studies 

18 

SF6 replacement project 

- Green Gas for Grid 

Wimbledon 

Substation 

Kirkstall Substation, 

Leeds 
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 Focus on musculoskeletal disorders and mental wellbeing 

− 500 managers completed internationally recognised 
Mental Health First Aid course 

 Year long campaign on raising awareness and testing  
for diabetes 

 Live Brighter wellness programme in the US 

 

Health and wellbeing performance and priorities 

19 
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Nora 
Mead Brownell 

Pierre 
Dufour 

Jonathan 
Dawson 

Mark 
Williamson 

Committees - Remuneration 

20 

Key agenda items for 2016/17 

 Remuneration policy review - policy vote at 2017 AGM 

 Annual and long term incentive plan targets and 
performance measurement  

 Disclosures 
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Remuneration policy review 

21 

 Key questions 

considered 

 Through 

different lenses 

 Overall structure remains appropriate 

and no changes to maxima 

 Market leading personal 

shareholding requirement to remain, 

with 2 year holding period after 

vesting 

 Largely share based payments 

continue 

 Minor changes to regional EDs APP 

& LTPP metrics to sharpen regional 

focus on APP and collective 

performance in LTPP 

 No change to CEO and CFO 
measures 

 Minor changes to regional 
Executive Director plans: 

− APP: regional Value Added 
replaces adjusted EPS 

− LTPP: Group RoE replaces 
regional RoE portion 

Inputs Conclusions Modifications to measures 
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Impact of changes  

22 

 All Executive Directors focused through long-term plan on creating 
sustainable group value 

 Streamlined so that all Executive Directors have same basis for 
measurement for LTPP 

− 50% weighting on Group RoE 

− 50% weighting on Group Value Growth 

 Pay-for-performance clarity for UK and US Executive Directors 

 Drives strong performance, continues to deliver an overall quantum of 
pay that is appropriate 
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Annual performance plan outcomes FY17 

23 

ADJUSTED EARNINGS  
PER SHARE

1 

100% 

RETURN ON EQUITY 

50-70% 

INDIVIDUAL OBJECTIVES 

78-84% 

REDUCTION FOR 
SAFETY INCIDENT 

(10)% 

FINAL AWARDS 

86-94% 

1.  Adjusted as in prior years for timing, currency, scrip, and pension charges against budget. Also includes downward discretion for elimination of the windfall accounting gain relating to 

cessation of Gas Distribution depreciation. Results in adjusted EPS of 65.1p  versus a reported of 73p. 

Proportion of maximum achieved 
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Long term performance plan outcomes FY17 

24 

1 July  

2013 

1 July  

2014 

1 July  

2015 

1 July  

2016 

1 July  

2017 

1 July  

2018 

1 July  

2019 

75% TSR and EPS portion 

25% RoE portion 

100% Value growth and RoE 

1 July  

2012 

1 July  

2011 

2013 LTPP3 

2014 LTPP3
 

2015 LTPP4
 

2016 LTPP5
 

2011 LTPP1 

2012 LTPP2
 

3.  Shown in single figure total of remuneration table in 2017 report 

4.  Shown in single figure total of remuneration table in 2018 report 

5.  Shown in single figure total of remuneration table in 2019 report 

2.  Shown in single figure total of remuneration table in 2016 report 

1.  Shown in single figure total of remuneration table in 2015 report 
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40% 

19% 

34% 

7% 

26% 

17% 

46% 

11% 

 

 

2014 LTPP - share appreciation and dividend equivalent values 

2014 LTPP - face value  

APP 

Fixed 

Total reward FY17 (excluding 2013 LTPP) 

25 

£4,036k £3,942k £3,165k £1,362k 

75% 

7% 
25% 

31% 

22% 

40% 

John 

Pettigrew 
Andrew 

Bonfield 

Dean 

Seavers 

Nicola 

Shaw 
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John 

Pettigrew 
Andrew 

Bonfield 

Dean 

Seavers 

Nicola 

Shaw 

75% 

7% 
25% 

31% 

22% 

40% 7% 

34% 

16% 

28% 

9% 

6% 

8% 

17% 

12% 

31% 

19% 

13% 

2013 LTPP - share appreciation and dividend equivalent values 

2013 LTPP - face value 

2014 LTPP - share appreciation and dividend equivalent values 

2014 LTPP - face value 

APP 

Fixed 

Total reward FY17 

26 

£5,891k £4,636k £3,165k £1,362k 
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 John Pettigrew and Nicola Shaw salaries 
increased 9%.  

− 2.6% consistent with wider managerial 
increase;  

− 6.4% discretionary due to low positioning 
against market and having met specific 
achievements 

 2.6% increase for Andrew Bonfield 

 2.5% increase for Dean Seavers  

 Both in line with UK/US managerial increase 

 Disclosure enhancements made to 2017 
Annual Report, in line with our view of best 
practice 

Salaries and disclosure enhancements 

27 
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COMMITTEE ROLE 

 Sets policy, approves strategy and grants 
authority for: 

− financing decisions 

− credit exposure 

− hedging and foreign exchange 
transactions 

 Oversight of tax, pensions and insurance 
activities 

Committees – Finance 

28 

John 
Pettigrew 

Andrew 
Bonfield 

Therese 
Esperdy 

Ruth 
Kelly 

Jonathan 
Dawson 
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Investor stewardship meeting  7 July 2017 

 EU Referendum readiness 

 Gas Distribution sale: 

− sectionalisation of the UK pension arrangements 

− restructuring of the existing UK debt portfolio 

− financing standalone UK Gas Distribution business 

− set up of new treasury team and banking group 

Finance Committee review 2016/17 

29 
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Investor stewardship meeting  7 July 2017 

Strong credit metrics support growth 

30 

 Before £4bn return of 

proceeds from Gas 

Distribution sale 

 £2-3bn long-term debt 

issued each year 

 55% debt at fixed rates 

 25% RPI linked 

 20% Floating rate 

NET DEBT 

£19.3bn 

AVERAGE MATURITY 

~11years 

 A- at operating company 

 BBB+ at NG plc 

 International debt market 

access 

CREDIT RATING 

A-  
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Investor stewardship meeting  7 July 2017 

 Year of significant milestones for National Grid 

 Safety performance remains core to everything we do 

 Fair and balanced approach to remuneration 

 Board well positioned to support National Grid going forward 

Summary 

31 
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Investor stewardship meeting  7 July 2017 32 

Q&A 

32 

Therese 
Esperdy  
Non-Executive  
Director 

Paul Golby 
Non-Executive  
Director 

Sir Peter  
Gershon 
Chairman 

Jonathan 
Dawson 
Non-Executive  
Director 
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Investor stewardship meeting  7 July 2017 

Investor Relations team 

33 

Notes Aarti Singhal 
Director of Investor Relations 

+44 (0) 20 7004 3170 

+44 (0) 7989 492447 

aarti.singhal@nationalgrid.com 

Will Jackson 
Senior Investor Relations Officer 

+44 (0) 20 7004 3166 

+44 (0) 7584 206578 

will.jackson@nationalgrid.com 

 

Tom Edwards 
Investor Relations Officer 

+44 (0) 20 7004 3460 

+44 (0) 7976 962791 

tom.edwards@nationalgrid.com 

 

Caroline Dawson 
Investor Relations Manager 

+44 (0) 20 7004 3172 

+44 (0) 7789 273241 

caroline.dawson@nationalgrid.com 
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London | Tuesday 10 November 2015 

2015/16 

Half Year 
Results 
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2 

Cautionary statement 

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’, ‘should’, ‘intends’, ‘plans’, ‘believes’, ‘outlook’, 

‘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, announcements from and decisions by governmental bodies or regulators (including the 

timeliness of consents for construction projects); the timing of construction and delivery by third parties of new generation projects requiring 

connection; breaches of, or changes in, environmental, climate change and health and safety laws or regulations, including breaches or other 

incidents 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, due to adverse weather conditions including the impact of major storms as well as the results of 

climate change, due to counterparties being unable to deliver physical commodities, or due to the failure of or unauthorised access to or 

deliberate breaches of National Grid’s IT systems and supporting technology; 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 

investment programmes and internal transformation and remediation plans; and customers and counterparties (including financial institutions) 

failing to perform their obligations to the Company. 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 and conditions (including filing 

requirements) in National Grid’s borrowing and debt arrangements, funding costs and access to financing; regulatory requirements for the 

Company to maintain financial resources in certain parts of its business and restrictions on some subsidiaries’ transactions such as paying 

dividends, lending or levying charges; inflation or deflation; the delayed timing of recoveries and payments in National Grid’s regulated 

businesses and whether aspects of its activities are contestable; the funding requirements and performance of National Grid’s pension schemes 

and other post-retirement benefit schemes; the failure to attract, train or retain employees with the necessary competencies, including 

leadership skills, and any significant disputes arising with the National Grid’s employees or the breach of laws or regulations by its employees; 

and the failure to respond to market developments, including competition for onshore transmission, and grow the Company’s business to deliver 

its strategy, as well as incorrect or unforeseen assumptions or conclusions (including unanticipated costs and liabilities) relating to business 

development activity, including assumptions in connection with joint ventures. For further details regarding these and other assumptions, risks 

and uncertainties that may impact National Grid, please read the Strategic Report section and the ‘Risk factors’ on pages 173 to 176 of National 

Grid’s most recent Annual Report and Accounts, as updated by National Grid’s unaudited half-year financial information for the six months 

ended 30 September 2015 published on 10 November 2015. In addition, 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 actual future 

results to differ materially from those contained in any forward-looking statement. Except as may be required by law or regulation, the Company 

undertakes no obligation to update any of its forward-looking statements, which speak only as of the date of this presentation. 
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Agenda 
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 Highlights  

 Financial review 

 Priorities & outlook 
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Highlights 

2015/16 

Half Year 
Results 

Steve Holliday | Chief Executive 
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Portfolio update 

5 

 Potential sale of a majority stake in UK 

Gas Distribution 

 Rebalance the portfolio to deliver 

higher growth  

 Beginning of the process 

 Return substantially all net proceeds 

to shareholders 

 Maintain the dividend policy 
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Financial headlines 

6 

£1.8bn 

operating profit  

£1.4bn 

profit 

before tax 

£1.1bn 

earnings 

28.4p 

earnings 

per share 

15.00p 

dividend 

per share 

 Adjusted results, excluding exceptional items and remeasurements 

 All numbers include impacts of timing 

capital investment £1.9bn 
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7 

On track for another good year 

Progress with new business opportunities 

UK strong operational performance 

US on track; step up in investment 

Full Massachusetts Electric rate filing 

Very strong H1 contributions from Other 

activities 
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8 

Safety & reliability 

UK employee safety remains world class 

Strong UK network reliability 

US maintains good progress in safety 

performance 

Good performance during Rhode Island 

storm; prepared for winter 
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Business Review 

2015/16 

Half Year 
Results 

Andrew Bonfield | Finance Director 
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10 

Performance on track 
Operating profit and capital investment 

UK Electricity  

Transmission 

UK Gas  

Transmission 

UK Gas  

Distribution 

US Regulated 

Other activities 

      

   *including investment in joint ventures, excluding £55m equity contribution to St William property joint venture 

 Adjusted results, excluding exceptional items and remeasurements 

 All numbers include impacts of timing 

£514m 

£91m 

£286m 

£933m 

£95m* 

£610m 

£159m 

£428m 

£351m 

£288m 

Operating profit Capital investment 
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11 

Electricity Transmission 

Totex 

Add’l 

UK Electricity  

Transmission £610m = = = = 

Other Totex Overall 

Incentives 

Totex performance driven by capital efficiencies 

New balancing services incentive scheme 

On track for similar overall returns  

 Adjusted results, excluding exceptional items and remeasurements 

 All numbers include impacts of timing 

Expected year on year movement in returns 
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12 

Gas Transmission 

UK Transmission 

Totex spend in line with allowances 

Expiry of permit income; overall good other incentive 

performance expected 

Additional (legacy) allowances ramping down from 

2015/16 onward 

UK Gas  

Transmission £159m = − − − 

Add’l Other Totex Overall 

Incentives 

 Adjusted results, excluding exceptional items and remeasurements 

 All numbers include impacts of timing 

Expected year on year movement in returns 
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13 

Gas Distribution 

Similar level of totex efficiencies 

Similar level of other incentive performance  

Overall performance in line with 2014/15 

Totex UK Gas  

Distribution £428m = = = = 

Add’l Other Totex Overall 

Incentives 

 Adjusted results, excluding exceptional items and remeasurements 

 All numbers include impacts of timing 

Expected year on year movement in returns 
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14 

US Regulated 

 

 

 

 

US Regulated £351m around 8% 
projected 2015 returns 

Operations performing well 

Controllable operating costs reduced 

Step up in growth of regulated assets 

Regulatory filings underway 

 Adjusted results, excluding exceptional items and remeasurements 

 All numbers include impacts of timing 
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Other activities 

 

 

 

Other  

activities 
£81m £61m 

Property IFA Grain LNG Metering 

£84m £39m £288m 

Op Profit 

 Metering and Grain to sustain steady performance 

 IFA strong performance; H2 to be slightly less than last year 

 Sale of two properties; likely to remain flat through H2 

 End of US systems stabilisation costs in H1 2014/15 

 Benefit from exchange of Iroquois Pipeline interest 

 Adjusted results, excluding exceptional items and remeasurements 
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16 

Interest, tax and earnings 

Finance costs 

consistent with 2014 

 Effective interest rate 

3.7% 

 Refinancing debt at 

prevailing rates 

£493m 

 Adjusted results, excluding exceptional items and remeasurements 
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Debt financing 

 

17 

 Cash-settled convertible bond 

- Non-dilutive 

- 5 years, low cost funding 

 Commenced drawing the 

£1.5bn EIB loan at attractive 

rates and extended drawdown 

period 
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18 

Interest, tax and earnings 

Finance costs 

consistent with 2014 

 Effective interest rate 

3.7% 

 Refinancing debt at 

prevailing rates 

£493m 

 Tax rate 70bp lower 

than 2014 

 Reflects lower UK 

corporation tax rate 

Effective tax rate 

22.0% 
at £(302)m  

Earnings per share 

28.4p 

 £1.1bn earnings 

 3,761m weighted 

average shares 

 Adjusted results, excluding exceptional items and remeasurements 
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19 

2015/16 asset growth 

4-5% Group growth rate expected  

UKGT UKGD 

UKET 
US Regulated 

~1-2% 

~5% 

~7% 

~£3.7bn total Group investment for FY15/16 
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20 

Cash flows and net debt 

Operating cash flows from continuing operations before exceptional items, remeasurements and taxation 

Period ended 30 September 2015 £m 

Operating profit 1,836 

Depreciation & amortisation 796 

Provisions, incl. pensions (284) 

Working capital & other 333 

Net operating cash flow 2,681 

Net debt 24,592 

Net operating cash flow 

£2.7bn 
Operating cash flow after capex 

£85m 
Net debt 

£24.6bn 
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Scrip dividend and share buybacks 

21 

24% take up of scrip resulting 

in 29m new shares 

Completed buyback of all 

shares to minimise dilution 

Strong financial position 

maintained 
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22 

Technical guidance 

Maintain our outlook for 

regulated activities 

 Increased expectations for 

Other activities profits 

Slightly lower interest charge 

reflecting lower RPI 

 Increased capex forecast 
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Priorities & outlook 

2015/16 

Steve Holliday | Chief Executive 

Half Year 
Results 
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 UK Electricity 

Transmission 

Deliver efficient investment 

programme 

US Deliver good returns and 

growth whilst maintaining 

efficiency 

2015/16 priorities 

24 

 UK Gas 

Transmission 
Further important upgrades 

required 

 UK Gas 

Distribution 
Priority to improve customer 

service 

 US Regulated Sustain returns and growth, 

deliver new filings on time 
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25 

Winter outlook 

Margins expected to be 

tighter than last year 

2.4 GW of supplemental and 

demand-side balancing 

reserve  

Effective demonstration last 

week 

Margins expected to be 

tighter than last year 

2.4 GW of supplemental and 

demand-side balancing 

reserve  

Effective demonstration last 

week 
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 UK Electricity 

Transmission 

Deliver efficient investment 

programme 

US Deliver good returns and 

growth whilst maintaining 

efficiency 

2015/16 priorities 

26 

 UK Gas 

Transmission 
Further important upgrades 

required 

 UK Gas 

Distribution 
Priority to improve customer 

service 

 US Regulated Sustain returns and growth, 

deliver new filings on time 
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US Deliver good returns and 

growth whilst maintaining 

efficiency 

2015/16 priorities 

27 

 US Regulated Sustain returns and growth, 

deliver new filings on time 

Reduced costs despite upward pressure 

 Increased level of investment; growth around 7% 

Downstate NY gas capital trackers approved; $400m for 

KEDLI and $900m for KEDNY over two years 

Agreed MA gas capital plan of $219m in 2015 

Full rate plan filing for Massachusetts Electric filed last 

week; requests additional $143m of revenue per annum 
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 UK Electricity 

Transmission 

Deliver efficient investment 

programme 

US Deliver good returns and 

growth whilst maintaining 

efficiency 

2015/16 priorities 

28 

 UK Gas 

Transmission 
Further important upgrades 

required 

 UK Gas 

Distribution 
Priority to improve customer 

service 

 US Regulated Sustain returns and growth, 

deliver new filings on time 

Group Rebalance the portfolio 
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29 

Portfolio strategy 

Opportunity to rebalance the portfolio to deliver higher growth 

ET 

OA 

GD 

US 

GT 

Asset 

growth rate 

Yield 
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30 

Portfolio strategy 

Opportunity to rebalance the portfolio to deliver higher growth 

Asset 

growth rate 

Yield 

ET 

OA 

US 

GT 
GD 
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 UK Electricity 

Transmission 

Deliver efficient investment 

programme 

US Deliver good returns and 

growth whilst maintaining 

efficiency 

2015/16 priorities 

31 

 UK Gas 

Transmission 
Further important upgrades 

required 

 UK Gas 

Distribution 
Priority to improve customer 

service 

 US Regulated Sustain returns and growth, 

deliver new filings on time 

Group Rebalance the portfolio 
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32 

Timeline of milestones 

2015 

2016 

2017 
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33 

Summary 

Strong first half; on track for another year 

of asset growth and good returns 
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Q & A 

2015/16 

Half Year 
Results 
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London | Tuesday 10 November 2015 

2015/16 

Half Year 
Results 

The Narragansett Electric Company 
d/b/a National Grid 
RIPUC Docket No. 4770 
Attachment PUC 1-9-8 
Page 35 of 39

255



Appendices 

2015/16 

Half Year 
Results 
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Appendix 1: Pensions & other post-retirement 

benefit obligations (IAS19 data) 

UK US 

At 30 September 2015 (£m) ESPS NGUK PS Pensions OPEBs NG total 

Market value of assets 2,367 16,558 4,705 1,732 25,362 

Present value of liabilities (2,679) (16,486) (5,612) (3,122) (27,899) 

Net (liability)/asset (312) 72 (907) (1,390) (2,537) 

Deferred taxation 62 (14) 365 559 972 

(Liability)/asset net of taxation (250) 58 (542) (831) (1,565) 

Discount rates 3.7% 3.7% 4.6% 4.6% 

OPEBs = other post employment benefits 

UK US 

At 31 March 2015 (£m) ESPS NGUK PS Pensions OPEBs NG total 

Market value of assets 2,380 17,073 5,052 1,903 26,408 

Present value of liabilities (2,860) (17,265) (6,055) (3,486) (29,666) 

Net liability (480) (192) (1,003) (1,583) (3,258) 

Deferred taxation 96 38 405 638 1,177 

(Liability)/asset net of taxation (384) (154) (598) (945) (2,081) 

Discount rates 3.3% 3.3% 4.1% 4.1% 
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Appendix 2: Timing Impacts 

£m 

 

UK Electricity 

Transmission 

UK Gas 

Transmission 

UK Gas 

Distribution 

US 

Regulated  
Total 

2015/16 Opening balance (164) (29) 16 153 (24) 

Restatement of Opening Balance (12) (8) 3 46 29 

2015/16 over/(under) recovery 33 51 (5) (102) (23) 

2015/16 Closing balance to (recover) / return (143) 14 14 97 (18) 

2014/15 Opening balance (67) (11) 21 123 66 

Restatement of Opening Balance (8) - (18) - (26) 

2014/15 over/(under) recovery (6) 10 3 (38) (31) 

2014/15 Closing balance to (recover) / return (81) (1) 6 85 9 

Year on year timing variance 39 41 (8) (64) 8 

All USD balances stated using the average 2015 rate ($1.54 to £1.00) 
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Appendix 3: Weighted average number of shares 

Period ended 30 September  2015 2014 

Number of shares (millions):     

Prior period as reported (weighted average) - 3,771 

Current period opening shares 3,739 - 

January 2015 dividend scrip shares - 2 

August 2015 dividend scrip shares 29 29 

Other share issuances (weighted from issuance) (7)* - 

Weighted average number of shares (2014 restated) 3,761 3,802 

Business performance earnings (£m) 1,067 883 

Business performance EPS (2014 restated)  28.4p 23.2p 

*includes (11)m related to 29m shares repurchased since 1 April 2015  
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