T e T T T T T T T T IX TREF=r I=r L X

_.,.—,.ﬂ_1f.u e

S A
LA

Notice of Gas Transmission
Transportation Charges
Effective from 1 April 2013
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Introduction

NTS Charges to Apply From 1 April 2013

This notice is issued in line with National Grid Gas’s (“National Grid”) Transporters Licence in respect
of the NTS and our obligations contained in the Uniform Network Code, which requires National Grid

to provide at least two months notice of changes to its gas transportation charges. This notice details
changes that will apply from 1 April 2013 and follows the ‘indicative notice’ published on 2 November
2012.

This notice is split into four parts:

e TO Charges
o TO Entry Commodity
« DN Pension Deficit
o TO Exit Capacity
o TO Exit Commodity

e SO Charges
e SO Entry and Exit Commodity
e Other SO Charges
e St Fergus Compression

e Connected System Exit Points Administration
e Supporting Information

e Appendices

Basis of preparing the charges / allowed revenues

National Grid sets its charges to recover the price controlled allowances set by Ofgem. The current
price control expires on 31 March 2013 and Ofgem has issued its Final Proposals for the RIIO-T1
price control to apply from 1 April 2013".

National Grid has used Ofgem’s RIIO-T1 Final Proposals, which were published on 21 December
2012, as the basis for calculating the charges contained in this notice.> A summary of the revenues
used to set the charges is given in Table 2 in Appendix 1.

" http://www.ofgem.gov.uk/Pages/Morelnformation.aspx?docid=342&refer=Networks/Trans/PriceControls/RIIO-
T1/ConRes

? Given the timing of setting charges, we have used the figures which result from Ofgem’s RIIO-T1 Final
Proposals, however this should not be interpreted as acceptance of the Final Proposals by National Grid.
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Introduction

Charging Base

For 2013/14 the charging base (gas flows) is similar to that of 2012/13 and is based on a view that
gas fired power generation remains lower in the merit order, compared to coal, for the first half of
2013/14 but returns to merit over the winter period, as gas demand increases and the operation of
coal plant potentially becomes restricted under the governments Large Combustion Plant Directive
(LCPD). For a set target revenue recovery, charges are lowered with a larger charging base.
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TO Charges

TO Allowed Revenues

Based on Ofgem’s RIIO-T1 Final Proposals, the TO allowed revenue (which is shared 50:50 between
entry and exit activities) has reduced from the 2012/13 level of £695m to a level of £627m, a reduction
of £68m (-11%). The following have been included in the TO allowed revenue changes:

e The draft NTS Licence continues to provide an allowance to fund independent systems and
that the allowance should be recovered from gas shippers, as in our previous price control.
However, as National Grid is not required to collect revenue relating to additional transportation
costs to independent systems in 2013/14, the TO allowed revenue has therefore reduced by
around £21m compared to 2012/13.

e A reduction in revenues of £11m following the end of a one-off additional allowance in 12/13 for
capex incentives.

e DN Pension costs remain included within the TO allowed revenue (£41m) and they will
continue to be recovered directly recovered from the DNs.

e Other changes in our base allowances in RIIO-T1 Final Proposals.

NTS TO Entry Commodity Charge

The NTS TO Entry Commodity charge levied on entry flows is estimated to decrease to 0.0244 p/kWh
from its current rate of 0.0331 p/kWh and the average rate of 0.0303 p/kWh for 2012/13, representing
a decrease of 26% and 20% respectively. This is lower than expected at the indicative stage (0.0283
p/kWh). The decrease, compared to the current rate, is primarily due to the reduction in the revenue
(£42m)3 that we are seeking to recover from TO Entry charges.

DN (distribution network) Pension Deficit Charge

DN Pension Deficit charges will continue to be recovered through NTS charges and the RIIO-T1 Final
Proposals have confirmed that the charge will continue to be levied on DNs. Table 1 shows the
revised charges.

® See detailed supporting charge setting information at http://www.nationalgrid.com/uk/Gas/Charges/Tools/

4



nationalgrid

TO Charges

Table 1 DN Pension Deficit charge

1 April 2013
Distribution Network Monthly Charge £ per Annum £m
East of England 629,967 7.56
London 368,288 4.42
North West 426,439 5.12
West Midlands 310,138 3.72
North of England 397,364 4.77
Scotland 271,370 3.26
South of England 639,659 7.68
Wales and the West 377,980 4.54

NTS Exit Capacity charges

NTS Exit Capacity charges are normally updated once a year in October. Following National Grid’s
consultation* exploring the relative merits of a one-off change in Exit Capacity charges in April 2013
as a means of addressing potential future volatility in Exit Capacity charges, and Ofgem’s decision to
consent a change to Exit Capacity charges in April 2013°, we have revised Exit Capacity charges
from 1 April 2013. These charges are given Table 3 in Appendix 2 of this document.

The April 2013 Exit Capacity charges are based on the 2012/13 Transportation Model with an update
to the allowed revenue only. These rates will apply for 6 months and for charges effective from 1
October 2013 the normal annual charge setting will resume. Since the only change being made is a
reduction in the target revenue, all exit points see a reduction in charge, other than those already at
the minimum price. An indication of Exit Capacity charges from October 2013 has been published on
the Joint Office website at the link in the footnote.®

However, please note they do not replace those that were published on 1 May 2012 for the user
commitment in the 2012 Exit Capacity Application Window.

* NTS GCD10 — Potential one-off change to NTS TO Exit (Flat) Capacity Charges for April 2013 -
http://www.nationalgrid.com/NR/rdonlyres/D46B2D03-8E93-4EDE-A967-
3EBEC1B985FE/57195/GCD10FinaldiscussiondocumentApril2013oneoffchangevi0.pdf

*hitp://www.ofgem.gov.uk/Networks/Trans/GasTransPolicy/TCMF/Documents1/April %202013%20NTS %20ex
it%20capacity%20charging%?20change %20-%?20decision%20letter.pdf
® http://www.gasgovernance.co.uk/sites/default/files/Exit%20capacity%20update%20notice2013-14.pdf
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TO Charges

NTS TO Exit Commodity Charge

The TO Exit Commodity charge, which was introduced in October 2012, is a residual charge to
enable National Grid to collect the correct TO Exit income from exit shippers when capacity has not
been booked up to the baseline. The charge will increase from its current rate of 0.0094 p/kWh to
0.0112 p/kWh, an increase of 19%. The final rate is lower than the indicative rate of 0.0121 p/kWh
due to the revised allowed revenues.

The charge has increased from the October 2012 because:

e The revenue this charge recovers is largely dependent on the proportion of baseline Exit
Capacity that has been booked. Following the July 2012 Application Window booking levels for
2013/14 have fallen and are 9% less than the level for 2012/13. This means that the charge
needs to recover a larger revenue shortfall.

e The charge is now being set for a full year, rather than a half-year as last year (with this half
year for 2012/13 being over the higher volume winter period). As a result, and all other things
being equal, the target revenue to collect would double

e These effects outweigh any reduction that would otherwise have occurred following the
reduction of the TO allowed revenue.

The revised Exit Capacity charges shown in Table 3 Appendix 2 have been used to estimate the
income collected from Exit Capacity charges in order to set the TO Exit Commodity rate from 1 April
2013.

A summary of TO Commodity charges can be found in Table 4 Appendix 3.



nationalgrid

SO Charges

SO Allowed Revenues

Based on Ofgem’s RIIO-T1 Final Proposals and forecast of external costs, the SO allowed revenue
has reduced from the 2012/13 level of £429m to a level of £310m, a reduction of £119m (-28%).
However, SO revenue collected from other charges (principally Incremental Entry Capacity revenue
that was initially classed as SO Income but after 5 years transfers to TO income) has decreased by
£34m and so the net effect on revenue to be collected via SO commodity charges is a reduction of
£85m in 2013/14.

NTS SO Commodity Charges

The NTS SO Commodity charge, as applied to both entry and exit flows, is 0.0176 p/kWh compared
to the current rate of 0.0229 p/kWh and an average rate for 2012/13 of 0.0234 p/kWh, a decrease of
23% and 25% respectively. The rate is lower than that anticipated at the indicative stage (0.0191
p/kWh).

The reduction in this rate, compared to the current rate, is caused mainly by the reduced SO allowed
revenue in 2013/14. Compared to 2012/13, the main changes are:

e A reduction in revenues of £50m as a one-off additional allowance in 2012/13 for incentive
revenues associated with the accelerated release of incremental capacity (permits) is not
applicable to 2013/14.

e The reconciliation of the Aberdeen meter error is assumed to happen in Q1 2013/14 and is
expected to reduce the amount recovered by the SO commodity charge by £31m.

¢ Following the introduction of Exit Reform on 1 October, ‘charges foregone’ (deemed
interruptible exit capacity revenue), is no longer included in SO allowed revenue reducing
revenue by £38m.

Other Charges

The Compression Charge levied at the Total Oil Marine sub-terminal at St. Fergus is expected to
increase from its current level of 0.0128 p/kWh to 0.0176 p/kWh due to a forecast increase in the cost
of operating compressors. The increase in the rate is around 23% higher than the average rate for
last year (0.0143 p/kWh) which is largely due to the increase in the forecast cost of gas and electricity.

The Connected System Exit Points (CSEP) Administration charge is expected to reduce to 0.0986
p/day (or £0.36 pa) per supply point in April 2013.

A summary of the SO charges can be found in Table 4 Appendix 3.
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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/. 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 Adam Brown (01926 655839).

Comments & Feedback

As part of our commitment to customers, National Grid welcomes comments and feedback on the
information contained in this notice. In particular, to ensure that information is provided and
presented in a way that is of most use to customers, we would welcome specific feedback on:

e the level of numeric detail provided to explain charge changes;
e the quality of the explanation given to describe and explain charge changes;
e information that is not useful and could be omitted; and
¢ information that is missing that could be added.
These should be sent to:

Karin Elmhirst

National Grid

Warwick Technology Park
Warwick

CV34 6DA

or email to Karin.elmhirst@nationalgrid.com
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Final Charges based on National Grid’s RIIO-T1 Final Proposals

Table 2 Allowed Revenues

2012/13 2013/14 Change
TO Maximum Allowed Revenue £695m £627m -£68m
SO Maximum Allowed Revenue £429m £310m -£119m
Revenues to be collected from:
NTS TO Entry Commodity £222m £180m -£42m
NTS TO Exit Commodity £44m* £81m £37m
NTS SO Commodity £343m £258m -£85m

* introduced in October 2012
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NTS Exit Capacity charges at April 2013
Table 4 shows Exit Capacity charges effective from 1 April 2013.”

Table 3 Exit Capacity Charges

0.0011
0.0039
0.0101
0.0092
0.0132
0.0092
0.0055
0.0110
0.0129
0.0062
0.0033
0.0177
0.0142
0.0062
0.0118
0.0011
0.0188
0.0072
0.0052
0.0129
0.0064
0.0080
0.0131
0.0028
0.0044
0.0058
0.0079
0.0008
0.0083
0.0002
0.0055

0.0046

0.0001
0.0018
0.0081
0.0071
0.0112
0.0071
0.0035
0.0090
0.0109
0.0042
0.0013
0.0156
0.0121
0.0042
0.0098
0.0001
0.0167
0.0052
0.0032
0.0109
0.0044
0.0060
0.0111
0.0008
0.0024
0.0038
0.0058
0.0001
0.0063
0.0001
0.0035

0.0025

7. Please note they do not replace those that were published on 1 May 2012 for the user commitment in the

2012 Exit Capacity Application Window.
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0.0011 0.0001
0.0035 0.0014
0.0184 0.0164
0.0011 0.0001
0.0011 0.0001
0.0102 0.0081
0.0102 0.0081
0.0240 0.0219
0.0028 0.0008
0.0228 0.0208
0.0028 0.0008
0.0001 0.0001
0.0001 0.0001
0.0001 0.0001
0.0055 0.0035
0.0233 0.0213
0.0016 0.0001
0.0222 0.0202
0.0228 0.0208
0.0016 0.0001
0.0233 0.0213
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Appendix 3

Summary of Commodity Charges

Table 4 summarises the changes to the commodity charges being made in April 2013. A comparison
between the average commodity rate during 2012/13 and the Final rates for 2013/14 is also provided.

Table 4 Summary of Commodity Charges

NTS Charge arroms | sorants | Vil P
TO Entry Commodity 0.0331 0.0303 0.0244 -26% -20%
TO Exit Commodity 0.0094 0.0094 0.0112 19% 19%
SO Commodity (Entry & Exit) 0.0229 0.0234 0.0176 -23% -25%
Total Commodity (Entry & Exit) 0.0883 0.0865 0.0708 -21% -19%
St. Fergus Compression 0.0128 0.0143 0.0176 37% 23%

® Calculated from the forecast annual revenue collectable from the charge and the relevant forecast annual
chargeable volumes
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