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Address: National Grid
1 -3 Strand
London
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Website: www.nationalgrid.com
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Cautionary statement

Unless otherwise stated, all financial data of National Grid contained in this presentation is as reported under IFRS.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, National
Grid’s results of operations and businesses, strategy, plans and objectives. Words such as “anticipates”, “expects”, “intends”, “plans”,
“believes”, “seeks”, “estimates”, “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 delays in obtaining, or adverse conditions contained in, regulatory
approvals and contractual consents, unseasonable weather affecting the demand for electricity and gas, competition and industry
restructuring, changes in economic conditions, currency fluctuations, changes in interest and tax rates, changes in energy market
prices, changes in historical weather patterns, changes in laws, regulations or regulatory policies, developments in legal or public policy
doctrines, the impact of changes to accounting standards and technological developments. Other factors that could cause actual results
to differ materially from those described in this presentation include the ability to integrate the businesses relating to announced or
recently completed acquisitions with National Grid’s existing business to realise the expected synergies from such integration, the
availability of new acquisition opportunities and the timing and success of future acquisition opportunities, the timing and success or
other impact of the sales of National Grid’s non-core businesses, the failure for any reason to achieve reductions in costs or to achieve
operational efficiencies, the failure to retain key management, the behaviour of UK electricity market participants on system balancing,
the timing of amendments in prices to shippers in the UK gas market, the performance of National Grid’s pension schemes and the
regulatory treatment of pension costs, and any adverse consequences arising from outages on or otherwise affecting energy networks,
including gas pipelines owned or operated by National Grid. For a more detailed description of some of these assumptions, risks and
uncertainties, together with any other risk factors, please see National Grid’s filings with and submissions to the US Securities and
Exchange Commission (the “SEC”) (and in particular the "Risk Factors" and "Operating and Financial Review" sections in its most
recent Annual Report on Form 20-F). Except as may be required by law or regulation, National Grid undertakes no obligation to update
any of its forward-looking statements. The effects of these factors are difficult to predict. New factors emerge from time to time and
National Grid cannot assess the potential impact of any such factor on its activities or the extent to which any factor, or combination of
factors, may cause results to differ materially from those contained in any forward-looking statement.
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Financial results

Operating profit (Ebn) ® Full year Return on equity (%) ®®) Actual
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FURTHER INFORMATION:

Additional National Grid documents, presentations
and webcasts including:

Investor day — October 2008

Investor data book — November 2008
Preliminary results for FY2007/08
Half year results for 2008/09

and more can be found at:
www.nationalgrid.com/corporate/investor+relations

David Rees
+44 (0)20 7004 3170
david.r.rees@ngrid.com

George Laskaris
+1 718 403 2526
george.laskaris@us.ngrid.com

Victoria Davies
+44 (0)20 7004 3171
victoria.davies@ngrid.com

Richard Smith
+44 (0)20 7004 3172
richard.smith@ngrid.com

NOTES

(e)  Messured on a wsiness perfomance basis, Business peformarce resuls e th pimanyfirancil peformarce measurs sed by Natlonsl Grid, being th resuis fo coniuing ogeraions before exceptonl
items, d cost recoveries. comprise gains or losses recorded in the income: s'ammn arising from changes in the fair value of commodity contracts and derivative
financial instruments to lhe extent that hedge accounting is not achieved or is not fully effective. Stranded cost i i with historic and related contractual
commitments that were not recovered through the sale of those Imesllrens these vecavenes end in2011.

(b)  Full calculation details can be found at www.nationalgrid

() Cash flow for continuing operations including stranded cost recoveries and exceptional items (see (a)).
Asset base growth and net debt projections include certain assumptions around inflation. Net debt and maturity figures estimated using a exchange rate of $1.76:£1.00.
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Strong growth and a
secure dividend

Our business model...

Building on
constructive
regulatory
relationships

Driving out-
performance and
creating value

Strong investment
pipeline driving
future growth

Low risk

Where we operate...

UK regulated asset value...

38% gas
distribution \

US regulated rate base...

7% upstate NY

gas distribution \

26% downstate

23% upstate
NY electricity
transmission &
distribution

38% electricity
transmission

NY gas e
£17.2bn distribution $15.2bn
4% Long
Island
generation

20% New England /

gas distribution 20% New England
electricity transmission

& distribution

US rate base as at 31 December 2007. Excludes stranded cost recoveries

24% gas
transmission

UK regulatory asset value as at 31 March 2008.



Strong growth and a secure dividend

We are a very low risk business...

Risk factor Exposure Notes
~95% of our activities® are regulated
Regulation Low Portfolio of ~20 main regulatory agreements
Predictable revenues and cash flows
UK asset base RPI indexed
Inflation Low Variety of protections under US regulation
Some exposure to materials price inflation above RPI
Low No UK demand exposure
Demand Residual exposure under some US rate plans — diminishing risk
Zero as new rate case filings include demand decoupling
Commodity No commaodity exposure under UK agreements
Very low »
(energy) US rate-plans pass through commaodity costs
$ earnings exposure minimised by our natural debt hedge
Currency very low +/-10 cent move  +/-£10m on earnings®
Over £3bn annual operating cash flow
Financing Low ~70% of net debt either fixed rate or index linked

Over £3bn of committed bank facilities

Our regL“atory agenda' a 2008 2009 2010 2011 2012 2013 2014

NiMo (electric)

NiMo (gas) Rate case in progress
New York
KEDNY
KEDLI
. New rate filing during summer 2009
s, Ellsie Cem ey (original plan ran to 2019)
Boston Gas
Massachusetts . »
Essex Gas Combined rate filing
during spring 2010
Colonial Gas

New rate filing during summer 2009

_ * (original plan ran to 2019)

Rhode Island

| canteSuteEcric .

New e
Long Island generation Rate case in progress

FERC Formula
New England Power transmission
rates
Transmission (2)
Ofgem (UK)

Gas Distribution (4)

~£3bn annual investment for the foreseeable future, growing our
asset base, with returns above our cost of capital...

~£3.2bn investment in 2008/09 Our funding needs for the next few financial years @

~£0.5bn
b £22.5bn
~£0.3bn ~£1.2bn
£20.0bn
~£0.4bn £17.5bn
~£0.6bn ~£0.2bn £15.0bn — —
L L March March March March
M Transmission - UK Transmission - US 2009e 2010e 2011e 20126
W Gas Distribution - UK Gas Distribution - US
= Elec. Distribution & Gen. B Non-regulated M Netdebt ™ Maturities Funding required

~7% annual UK RAV growth, ~5% annual US rate base g  rowth @

£bn ° $bn
20.0 Lo 20.0 5% — — 10% —— —
- .‘
175 -9 2 175 4% —— — 8% —— —
/ -e-”
.0
15.0 " 15.0 3% —— — 6% —
125 ¢ T T T T T y 125 2% 4%

UK ‘vanilla’ return US return on equity

FY FY FY FY FY FY (real) (nominal)

2007 2008 2009e 2010e2011e2012e

O UK ==anenr estimated
Key: —
=0 US —actual

‘base’ regulatory actual reported
allowed return return

Deploying our global operating model: 14%-+ savings on our
£2bn+ annual controllable cost base...

$100m run rate of KeySpan

’ KeySpan completion synergy savings targeted

Integration :
- -~ 0, ~ 0,
= penchie argeed sencits trgeted
Quick wins
5 Roll-out new processes and systems



Transmission




Transmission — our activities

Transmission UK — electricity and gas

Transmission US — electricity

Electricity
transmission
owner

Electricity
system
operator

Gas
transmission
owner

Gas
system
operator

French
interconnector

Electricity
transmission

owner/operator

Canadian
interconnector

We own the electricity transmission system in England and Wales.
Our assets comprise ~7,200km of overhead line; ~675km of
underground cable; and 337 substations at 244 sites.

We are the Great Britain System Operator, responsible for
managing the operations of both the England and Wales
transmission system that we own, and also the two independently
owned high-voltage electricity transmission networks in Scotland.

We own the gas national transmission system in Great Britain.

Our assets comprise ~7,400km of high pressure gas pipe and 26
compressor stations, connecting to 8 regional distribution networks
and to third party independent systems.

We are the gas national transmission system operator, responsible
for managing the operations of the Great Britain transmission
system that we own.

We own and operate the UK assets, and a portion of the sub sea
cables, that comprise the electricity interconnector between
England and France as part of a joint agreement with the French
transmission operator.

We own and operate four liquefied natural gas (LNG) storage
facilities in Great Britain.

We own and operate the electricity transmission network spanning
upstate New York, Massachusetts, Rhode Island, New Hampshire,
and Vermont. Our assets comprise ~13,700km of overhead line;
~160km of underground cable; and 501 substations.

We own and operate a 224km direct current transmission line
rated at 450kV that is a key section of an electricity interconnector
between new England and Canada.




Transmission — operational and financial performance
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Operating profit (Em)* Transmission network reliability / availability
2,500 — 100%
2,000 — —
1,500 — e e — 99%
1,000 — 98% B
500
0 97%
FY 2006 FY 2007 FY 2008 FY 2006 FY 2007 FY 2008
B Transmission - UK Transmission - US Rest of National Grid W UK electricity reliability B UK gas reliability US availability
i i FY FY FY
Capital expenditure (Em) Energy delivery
2006 2007 2008
3,000 —
UK gas transmitted (TWh) 1,120 1,086 1,134
2,000 — —
UK electricity transmitted (TWh) 3124 303.7 303.0
1,000 — -
UK electricity peak demand (GW) 53.8 52.1 54.2
0 US electricity peak demand (GW) 13.2 14.0 13.2

FY 2006 FY 2007 FY 2008

B Transmission - UK Transmission - US Rest of National Grid

* Business performance, excluding exceptional items, remeasurements, and stranded cost recoveries for continuing operations.
All financial data converted at average actual exchange rates.




Transmission is a very low risk business

Inflation

Zero UK revenues RPI indexed
(revenues)
Inflation Some exposure to materials / contractor price inflation above RPI
ital investment Low New England Power files monthly formula rates at actual cost — therefore
(capita estment) no inflation risk
Demand Zero No demand exposure
Commodity (energy) Zero No commodity exposure

11




Transmission — how we earn our money
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UK Transmission Owners (electricity & gas)
Revenues driven by return on regulatory asset value
Regulated by Ofgem
Five year price control to 31 March 2012

UK System Operator (electricity & gas)
Revenues mainly incentive scheme based
Regulated by Ofgem
One year price control

US transmission
Rate based revenues driven by return on equity
FERC regulated in New England
State regulated in New York

Interconnectors — revenues driven by capacity auctio ns

LNG storage (UK) — revenues regulated by OFGEM

Transmission operating profit (Em)*

1,000 _—=_
I

750

500

250

FY 2006

W UK Electricity Transmission Owner
B UK Gas Transmission Owner

M Interconnectors - UK

™ New England Transmission

H Interconnectors - US

FY 2007 FY 2008

UK Electricity System Operator
UK Gas System Operator
LNG storage (UK)
New York Transmission
W Other




UK Transmission Owner price controls...

...the headlines

13

Five year price control to 31 March 2012
Rate of return

5.05% real ‘vanilla’ return (pre tax cost of debt, post tax
cost of equity) — equivalent to 4.4% post tax real return

Average return, profiled over the control period
Capex
Baseline allowance of ~£4.4bn over the control period
~40% baseline growth in the regulatory asset value
Incremental allowances triggered for additional projects
Opex allowance of ~£1.2bn over the control period
Broadly symmetrical suite of incentives & adjustmen ts
Pensions
Full funding of on-going pension contributions

Recovery of the majority of current scheme deficits

Electricity transmission ‘vanilla' return (real)

5.4%

5.0%

4.6%

4.2%

Gas transmission 'vanilla' return (real)

8.0%
7.0%
6.0%
5.0%
4.0%
3.0%

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Ofgem profiled vanilla return Actual vanilla return

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Ofgem profiled vanilla return Actual vanilla return
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UK Transmission Owner price controls...
...the determining the revenue allowance

\14

Step 1

Revenue allowance is derived from five ‘building blocks’:

5 year movement in the net present value of the
regulatory asset value (RAV)

Capital expenditure allowance
Operating cost allowance
Pensions allowance

Tax allowance

Calculations are undertaken in real terms, using a base
price year (2004/05)

Present value are derived using the allowed ‘vanilla’
return as a discount rate

Step 2

The total allowed revenue is then phased over the price
control period

The revenue profile determines the opening step-up ‘P’
from the previous control and the real annual change in
revenues ‘X’ (from ‘RPI-X’)

Estimated TO regulatory asset value
(Ebn, nominal)

51
100 ——— — — 46 — 49 [
41 4.4
3.3
. B B B = B
6.0 6.6 7.0 7.5 8.0 8.6
0.0 T T T T T T 1

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Electricity transmission owner Gas transmission owner

Ofgem base allowed TO revenue
(Ebn, 2004/05 prices)

15 — s —mmm SN BN
0.42

0.49 0.49 0.49 0.49 0.49

1.0 == o — -

05 098 105 107 110 113 115

00 T T T T T T
FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Electricity transmission owner Gas transmission owner




UK Transmission Owner price controls...
...the regulatory formula

maximum s
_ | base year RPI : : K’ (timing other
allowed = X . : + incentives + : :
revenue indexation adjustment) adjustments
revenue
Base year revenue Incentives
Set by Ofgem at the start of the price control Revenue adjustment for transmission owner incentive

scheme performance
Opening revenue step-up ‘P, from the previous control

P, = +7% for electricity transmission ‘K’ timing adjustment for over/under recoveries of a llowed
Py = +17% for gas transmission revenue carried forward from the prior year
RPI indexation Other adjustments e.g.:
RPI1+2% annual increase for electricity transmission Allowance for Transmission Investment for Renewable
Generation (strategic investment to facilitate Scottish
RPI+0% annual increase for gas transmission renewable generation connections)
RPI calculated as % change in average RPI* over a ‘Logging-up’ / revenue driver adjustments

specific period (see below) in year t-1 versus year t-2

2007 2008

Jan Feb | Mar | Apr | May | Jun Jul Aug | Sep Oct | Nov | Dec | Jan Feb | Mar | Apr | May | Jun Jul Aug | Sep Oct | Nov | Dec

201.6 | 203.1 | 204.4 | 205.4 | 206.2 | 207.3 | 206.1 | 207.3 | 208.0 | 208.9 | 209.7 | 210.9 209.8 | 211.4 | 212.1 | 214.0§ 215.1 | 216.8 | 216.5|217.2| 218.4 | 217.7| 7 ?

I-> average = 207.3 - L> average = 216.95
D Electricity transmission g RPI = +4.66% g
| RPI+2% = +6.66% |
D Gas transmission (applied to revenues

from 1 April 2009)

\ 15 * RPI monthly data sourced from the UK Office for National Statistics http://www.statistics.gov.uk/.
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UK Transmission Owner price controls...

...flexible allowances drive additional revenue

UK transmission price control approach

Revenue driven ~£650m Adjusted allowances for changed connection demand
(mainly gas related) Gas entry/exit capacity remunerated through auction regime

Investment (and return) logged-up and remunerated during the next period
Logging-up ~£300m Security related investment costs (subject to consultation) remunerated
through returns adjustment each year

Load related work in ~£100m Actual spend assessed versus ‘economic and efficient’ tests for recovery
rogress during next review period
prog
.

UK Transmission Investment for Renewable Generation

Strategic investment to facilitate Scottish renewable generation connection

TIRG ~£100m Enhanced vanilla rate of return at 7.0%* construction, and for the five years
following completion

Returns ‘locked-in’ by existing regulatory treatment S

16 * Ofgem allow a pre-tax real return of 8.8% for TIRG investment. This has been translated to a vanilla return for comparability purposes
\ using Ofgem’s assumptions from TPCR4 on the cost of debt at 3.8%, gearing at 60% and tax at 28%. /




UK Transmission Owner price controls...

...Incentive schemes

k]]

Electricity TO incentives

Reliability incentive at +1% / —1.5% of revenue
Potential roll-forward of scheme for years 3 -5

SF6 leakage incentive at +0.2% of revenue
R&D incentive with use it or lose it 0.5% cap
Gas TO incentives

Operational capacity buyback scheme
+/— £18m incentive/penalty for years 1 & 2
Potential roll-forward of scheme for years 3 -5

Entry capacity project delivery incentives
£36m max upside, £36m max downside
£4m monthly cap

Exit capacity project delivery incentives
£36m max downside
£4m monthly cap

Combined cap across operational capacity buyback and
entry/exit schemes of £48m

R&D incentive with use it or lose it 0.5% cap

Incentive schemes - indicative cumulative
envelope of the best/worst possible outcomes
(Em, 2004/05 prices)

300

200

100

(100)

(200)

(300)

FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Possible upside Possible downside




UK System Operator price controls

k18

One year price control to 31 March 2009

(Em, nominal)
Internal schemes (electricity and gas)

Estimated SO regulatory asset value

Revenue allowance is derived from five ‘building blocks’: 100 — 42 —— 38 35 | 39 |
Regulatory depreciation of regulatory asset value (RAV) 43
‘Vanilla’ return on RAV (5.05%) 50 | | | | |
Operating cost allowance 80 74 71 67 63
Pensions allowance
Tax allowance 0 . . . . . .

. . . FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Calculations are undertaken in real terms, using a base

price year (2004/05) Electricity system operator Gas system operator

Gas SO external incentive schemes

Electricity SO external incentive scheme
‘Shrinkage’ volume incentive (Em, 2008/09 prices)

Variable cost target linked to gas prices
£4m max upside, £3m max downside

Operating margin incentive: £0.5m max downside

Residual balancing scheme
Daily incentive +£5k cap / £(30)k collar
£3.5m max annual upside, £3.5m max annual downside

Incentive
upside/(downside)
o

Demand forecast incentive — 3.5% absolute error target
5% improvement earns £1.6m (no cap)
5% deterioration incurs losses of £1.6m (collared)

Information quality incentive: +/-£100k upside/downside

\ cap /- dead band

: : : . collar \‘

450 500 550 600 650
Target GB electricity system balancing cost




Impact of UK generation closures on plant margin*
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25% -
20% —
15% +
10% -

5% ~

0%

(5)%

(10)%

(15)% -

(20)% -
2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2020/21

Demand e Nuclear mmm Coal & Oil = \argin

* Margin refers to the difference between the total generation capacity and total demand.




Best view of new UK generation

N

20

25% -
20% ]
15% -~
10% -

5% ~

0%

(5)% -

(10)% -

(15)% -

(20)% -
2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13

CCGT Renewable I Clean Coal

* Margin refers to the difference between the total generation capacity and total demand.

2013/14 2014/15 2015/16 2016/17 2020/21

Nuclear = [ xisting margin




UK electricity transmission load related investment
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Future Scenario

Further offshore wind leasing targeted to deliver 25GW
by 2020

Political will for nuclear replanting
EU directive for greater interconnection

‘ Target of 30 — 40% generation from renewable (i.e.
wind) sources could require a plant margin of 40 — 60%

L‘ 2 Nuclear stations (3.5GW) by 2020
7 Nuclear stations (10GW) by 2030

0
.
3

*(» ,,,,, ———— existing network

e, ﬂ ﬁ future potential investment to
. I connect Scottish renewables

future potential onshore
load related investment

potential wind farm sites

potential nuclear sites

=
#/*\
o ||




Where's the UK’s gas coming from?

120 -

Forecast

Actual

\

100

80 -

60 -

bcm / year

40 -

20 -

07 | | | | | |
00/01 02/03 04/05 06/07 08/09 10/11 12/13 14/15 16/17 18/19 20/21

UKCS mmw Norway mmmm NG Continent === Demand inc exports
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UK gas transmission load related investment
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West of Shetland

New Norway
St Fergus
-,
_ﬁ Langeled
.Z S Teesside
~-mmaal A\ -
Barrow : .
Easington New southern basin
Theddlethorpe
A A < developments
Bacton New continental link
[ |
Milford Haven .
-l - (A wamanil
‘_‘-f 3’ Grain LNG

A
-«

existing network

future potential investment
recent construction
Terminal

LNG importation




The precise UK scenarios are uncertain, but all require
significant increases in investment
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UK transmission load related investment (Em)

1,000

750 — — ——

500

™ <t Te] (o] N~ [ee] (o] o —l N ™ < o ©

o o o o o o o — - — — — — -

o o o o o o o o o o o o o o

N N N N N N N N N N N N N N

> > > > > > > > > > > > > >

L LL L L LL L LL L LL L L LL L LL
B Actual electricity Actual gas m Estimated electricity Estimated gas




Our alliance partnerships
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Substation alliances

/

—

Overhead lines & cables alliances

J
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Overhead lines East Alliance example...
...old contract rates versus year one actual costs

26

110%

100%

90%

80%

70%

60% |

Historic contract rates

T T

12 '

Bishops Wood Twinstead Tee

Oldbury Ocker Wymondley

— Target cost

Cobham Iver Watford Total
Northfleet South

Framework rate Actual cost
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Managing our workload — an example:

Waltham Cross-Brimsdown-Tottenham overhead lines

Scheme outline
Overhead lines into North London
Two double circuits:
52 circuit kilometres
83 tower spans
Original budgeted cost: £22m
Original scheme planned work:

Replacement of:
Conductor wires
Earth wire
Spacers & vibration dampers
Insulator strings & fittings

Corroded steelwork replacement

Tower painting

27
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Managing our workload — an example:
Waltham Cross-Brimsdown-Tottenham overhead lines

28

Scheme outline

: Overhead lines into North London
O Two double circuits:
52 circuit kilometres

83 tower spans
C:O @ Original budgeted cost: £22m
Risk managed scheme:
Replacement of:
O O Spacers & vibration dampers
Insulator strings & fittings

Corroded steelwork replacement

Deferral of:
Conductor & earth wire replacement
Tower painting

Revised cost estimate: £10m




UK electricity transmission connections process
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<+— Application > <

Application received with fee

All transmission works identified
(connection and infrastructure)

Relevant governance approval sought
Legal offer made (3 months)

Agreement signed (3 months)

Typically

<—

Build > < Live connection =——>

Customer indemnifies works

Customer pays

Consents obtained and connection charges,

contracts let use of system
charges and system

balancing charges

Detailed design and
construction undertaken

Typically >

6 months

2-3 years+
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UK gas transmission connections process
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<+— Application > <

Enquiry received for connection;
connection works identified

Reinforcement identified for users
taking gas (separate capacity auction
mechanism for gas producers and
storage facilities)

Relevant governance approval sought

Relevant commercial agreements
offered and signed

Conceptual design produced and paid
for by customer

Typically
3-4 years

Build >

Customer pays staged invoices

Consents obtained and
contracts let

Detailed design and
construction undertaken

Live connection =——>

Shippers pay
capacity and
commodity charges




Balancing the UK networks

31

Electricity

2008

Demand is a given

Second by second balancing achieved by
flexing generation

Future
Dynamic demand
Smart meters
Storage
Flexing generation

Gas
2008
Major flows from UKCS & Norway
Future
Less UKCS

Variable flows from Norway, European
interconnectors & LNG
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Regulatory frameworks need to evolve...
...RPI-X @ 20 affords the opportunity

32

Opportunities Our proposals

s

.

Build more transmission capacity faster

\

J

7

\

Strategic investment in transmission

N\

7

r

Allocate available transmission capacity more

sensibly

N\

Interim connect and manage approach

~

Transmission access reform

Continued high levels of asset replacement

Incentivise with superior rates of return

Challenging real time system operation

New incentive schemes

New incentives to encourage investment
Operational incentive schemes

Likely outcomes




US electricity transmission

regulation

Member of New England RTO
FERC order (effective 1 November 2006) established
allowed Return on Equity (RoE) for New England
transmission owners
11.4% RoE* (including the 50 basis point RTO
participation incentive) for recovery of existing
transmission through Regional Network Service rates
12.4% RoE* (including the 50 and 100 basis point
incentives) for new transmission costs recovered through
the Regional Network Service rates
10.9% RoE* for Local Network Service

Monthly ‘true-up’ of assets into rate base

Member of New York ISO

Combined price control with electricity and gas
distribution in upstate New York

10.6% RoE*

$1.47bn capital investment plan ~30% transmission

k 33 * Nominal return on equity.

New England Power RoE (nominal)

14%

12%

10%

8% T

FY 2006 FY 2007 FY 2008
Base allowed RoE Actual RoE
NiMo RoE (nominal)
12%
10%
8%
6% T
FY 2006 FY 2007 FY 2008
Base allowed RoE Actual RoE
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Locking in returns — the NEEWS project:
~$650m investment, 12.89% FERC approved RoE

34




Gas Distribution




Gas Distribution — our activities

Gas Distribution UK _ . . N :
Gas Comprises four of the eight regional gas distribution networks in

Distribution UK Great Britain

Comprise approximately 132,000 kilometres of gas distribution
pipelines.

UK Networks

We transport gas on behalf of approximately 33 active shippers
UK Customers from the gas national transmission system to 10.8 million
consumers.

UK additional In addition we also manage the national emergency number for all
services the gas distribution networks and for other transporters in the UK.

Comprises gas distribution networks across the northeastern US,
located in service territories in upstate New York, New York City,
Long Island, Massachusetts, New Hampshire and Rhode Island.

Our network of approximately 58,000 kilometres of gas pipelines
covers an area of approximately 28,800 square kilometres.

Provide services to 3.5 million consumers.

Our core services are the operation and emergency responses for
each of our gas distribution networks, in addition to billing,
customer service and supply services.




Gas Distribution — operational and financial
performance

37

Operating profit (Em)* Operational performance
2,500 — 100%
2,000 — - 98%
1,500 — _ _ — 96%
1,000 — — — — 94%

S mm s BRSO
0 90%

FY 2006 FY 2007 FY 2008 FY 2006 FY 2007 FY 2008
B GDx - UK GDx - US Rest of National Grid u HE gﬁglggmerreslgt\)/gggstandards met B UK planned service interruptions
Capital expenditure (Em) Energy delivery FY FY FY
2006 2007 2008
3,000 —
UK gas consumption (TWh) 347 303 315
2,000 — — weather normalised (TWh) 347 331 329
1,000 —— E— E— — US gas consumption (TWh) 140
FY 2006 FY 2007 FY 2008 Rhode Island (TWh 11
B GDX - UK GDX-US Rest of National Grid KeySpan (TWh) 89

* Business performance, excluding exceptional items, remeasurements, and stranded cost recoveries for continuing operations.
All financial data converted at average actual exchange rates.




Gas Distribution is a very low risk business

UK asset base RPI indexed

Inflation Zero Variety of protections under US rate agreements (index linked rates and
exogenous cost allowances)

No UK demand exposure

Demand Low Exposure under some rate plans, diminishing risk as new rate case filings
include demand decoupling

No commodity exposure under UK regulatory agreements

US rate plans pass-through commodity costs to customers - timing
variances on recoveries. Some residual exposure to the commodity
element of bad debts

Commodity (energy) Very low

38




Gas Distribution — main value drivers

39

Grow asset base
US / UK mains replacement

Customer growth

Improved returns
Operational efficiencies

Revenue incentives

Improved returns

e

Opex
efficiencies Customer
growth
| Revenue
incentives
Mains

replacement

s

Asset base growth




UK gas distribution price controls...

...the headlines

40

Five year price control to 31 March 2013
Rate of return

4.94% real ‘vanilla’ return (pre tax cost of debt, post tax
cost of equity)

Annual return, flat profile over the control period
Capex

Allowance of ~£2.8bn (nominal) over the control period

~25% growth in the regulatory asset value

Controllable opex allowance of ~£1.9bn (nominal) ov  er the
control period

Suite of incentives & adjustments that either reduc e risk or
provide opportunities for outperformance

Pensions
Full funding of on-going pension contributions

Recovery of the majority of current scheme deficits

6%

5%

4%

3%

Gas distribution 'vanilla' return (real)

FY FY FY FY
2007 2008 2009 2010

Ofgem profiled vanilla return

FY FY FY
2011 2012 2013

Actual vanilla return
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UK gas distribution price controls...
...determining the revenue allowance

41

Step 1

Revenue allowance is derived from five ‘building blocks’:

5 year movement in the net present value of the
regulatory asset value (RAV)

Capital expenditure allowance
Operating cost allowance
Pensions allowance

Tax allowance

Calculations are undertaken in real terms, using a base
price year (2005/06)

Present value are derived using the allowed ‘vanilla’
return as a discount rate

Step 2

The total allowed revenue is then phased over the price
control period

The revenue profile determines the opening step-up ‘P’
from the previous control and the real annual change in
revenues ‘X’ (from ‘RPI-X’)

Estimated Gas Distribution regulatory asset
value (£bn, nominal)

10.0

5.0

0.0
FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012

Ofgem allowed revenue
(Ebn, 2005/06 prices)

15

1.0

0.5

0.0
FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
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UK gas distribution price controls...
...controllable opex

42

£1.6bn controllable opex allowance (2005/06 prices)

Controllable opex (Em, 2005/06 prices)

400

375

350

325

300

275

FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013

1,400

1,300

1,200

1,100

1,000

900

Revenue (Em, 2005/06 prices)

Ofgem controllable opex
allowance

FY 2007 actual
controllable opex

Ofgem revenue
allowance




UK gas distribution price controls...

...the regulatory formula

\_
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maximum
_ | base year RPI
allowed = . .
revenue indexation

revenue

Base year revenue
Set by Ofgem at the start of the price control

Opening revenue step-up ‘P, from the previous control
P, = +1.9%

RPI indexation
RPI+1.9% average annual increase

RPI calculated as % change in average RPI* over a
specific period (see below) in year t-1 versus year t-2

+

incentives

other
adjustments

‘K’ (timing
adjustment)

Incentives

‘K’ timing adjustment for over/under recoveries of a

reven

Revenue adjustment for incentive scheme performance

llowed
ue carried forward from the prior year

Other adjustments e.g.:

Specific ‘re-opener’ for additional costs arising as a result
of implementation of the Traffic Management act

Specific ‘re-opener’ for any changes in tax treatment (e.g.
transition to IFRS accounting at the subsidiary level)

2007 2008
Jan | Feb | Mar | Apr | May | Jun Jul | Aug | Sep | Oct | Nov | Dec | Jan | Feb | Mar | Apr | May | Jun Jul | Aug | Sep | Oct | Nov | Dec
201.6 | 203.1 | 204.4 | 205.4 | 206.2 | 207.3 | 206.1 | 207.3 | 208.0 | 208.9 | 209.7 | 210.9 1 209.8 | 211.4 | 212.1 | 214.0 | 215.1 | 216.8 | 216.5 | 217.2 | 218.4 | 217.7| 2 ?

RPI = (RPl,q + 208.5) — 1

average = 208.5 =

D RPI indexation period

(RPI+1.9% applied to @ average = RPl

revenues from 1 April 2009)

* RPI monthly data sourced from the UK Office for National Statistics http://www.statistics.gov.uk/.




4 . . ™
UK gas distribution price controls...

...Incentives and adjustments

. . Reduce
Incentive / adjustment risk Reward Penalty

Volume drivers are excluded from the revenue setting allowance
Volume driver removed Weather effects on revenue collection are timing issues only
Lost ~£50m during the last price control

Pass through the pricing element of shrinkage costs
Lost ~£35m during the last price control due to market movements

Incentivises disciplined delivery of capex versus allowances
Retain / bear 36% of any under / overspend

Incentivises disciplined delivery of repex versus allowances
Information quality incentive Potentially reduces allowed revenue in the price control period, but
locks value into the rate base

Incentivises efficient trade-offs between investment and capacity
Mains replacement incentive interruption auctions
Cap / collar revenue adjustment of £35m / £(25)m over the control

Incentivises R&D activity

Up to £30m additional revenue over the period
Incentivises reductions in gas leakage

Cap / collar of £27m / £(27)m over the price control

For improvements which reduce the environmental impact of gas
distribution; facilitating network extensions; promoting gas safety
Up to £20m additional revenue over the period

Environmental emissions
incentive
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US gas distribution rate plans...
...the headlines

45

Existing rate plans Our US gasrate base*
' (total US rate base $15.2bn
KeySpan Energy Delivery New York (KEDNY) as at 31 December 2007)

Assumed 5-year term from 1 January 2008

KeySpan Energy Delivery Long Island (KEDLI)
Assumed 5-year term from 1 January 2008

Rate cases in progress 47%
NiMo gas (upstate New York)
Narragansett gas (Rhode Island)

Energy North (New Hampshire)

Planned rate cases

Consolidated Massachusetts gas rate case filing during
2010, comprising

Boston Gas

Colonial Gas

Essex Gas

* Rate base excluding stranded cost recoveries.

2%

m KEDNY
= NiMo (gas)
Colonial Gas
M Narragansett (gas)
M Electricity rate base

11%

7%

4%

4% 1%

KEDLI
m Boston Gas
B Essex Gas
Energy North




US gas distribution rate plans...

...KeySpan Energy Delivery Long Island (KEDNY)

46

Assumed five year rate plan from 1 January 2008 Assumed rate base

Rate of return

3.0
9.80% cost of equity (nominal)
Assumed equity ratio of 45% 2.0
Base delivery rates
. . 1.0
The rate plan freezes base delivery rates at existing
levels over the 5-year term of the rate plan
0.0

Delivery rate surcharge — annual increases of $5 million
over the 5-year term of the rate plan

Revenue — volume decoupling

($bn, nominal)

2008 2009 2010 2011 2012

Capital investment allowances ($m, nominal)

Revenue decoupling mechanism (RDM) to facilitate
conservation and energy efficiency programs 150

Provides for recovery of revenue shortfalls in excess of
levels reflected in the rate plan revenue requirements 100

Expected to be implemented by the second rate year 50
Synergy savings
0
50/50 sharing with customers of the allocated share of

EFEEEN
HEEEE

o . . . 2008 2009 2010 2011 2012
net acquisition synergy savings projected to be achieved  CitvS _ N o
- | tate construction on-growt
over the 5-year term of the rate plan | Grtgvvth capital IT fac%’lities & other




US gas distribution rate plans...

...KeySpan Energy Delivery Long Island (KEDLI)

47

Assumed five year rate plan from 1 January 2008 Assumed rate base
($bn, nominal)

3.0
Rate of return
2.0
9.80% cost of equity (nominal)
Assumed equity ratio of 45% 10
0.0
2008 2009 2010 2011 2012
Base delivery rates
Increased by $60m in January 2008 Capital investment allowances ($m, nominal)
Delivery rate surcharge — $10m surcharge to be instituted 200 —
from the second rate year 150 .
100 — —— — —
B N EE .
50 — — — — — —

Synergy savings

0'___'___'___'___'___|

50/50 sharing with customers of the allocated share of 2008 2009 2010 2011 2012

net acquisition synergy savings projected to be achieved = City/State Construction Non-Growth

over the 5-year term of the rate plan I Growth Capital . Pipe Re|placement Program
M Islander East Alternative IT, Facilities & Other Capital




US gas distribution rate plans...
...KEDNY & KEDLI incentives and adjustments

Incentive / adjustment Potential benefit
Off-system sales/capacity release sharing $15m
Interruptible, transportation and ‘temperature control’ sales revenue sharing $20m
Property tax refund sharing program $3m
Gas cost incentive programs $5m

Demand side management incentives $3m




US gas distribution — new gas connections
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Over 1 million prospective customer additions KeySpan residential market saturation levels
100%
80%
60%
40%
20%
0%

Up to ~60,000 additions annually

Retain and increase usage from existing customers

Low use transfer — “Cooking only”

New York Long Island New England Total

W Current Potential
Connect new customers

o ‘ ‘ ‘

Maximize returns Qil (0]
tank tank

$700m residential margin potential
$300m business margin potential

Investment built into rate base and recovered through
volume growth




Electricity Distribution and
Generation




Electricity Distribution & Generation — our activities

Electricity Distribution & Generation operations

Electricity We own and manage electricity distribution networks in New York, Massachusetts, Rhode Island and New Hampshire.
distribution Our assets comprise ~116,000km of electricity circuits, serving ~3.4m electricity customers.

We own 57 electricity generation plants on Long Island that together provide 4.1GW of power under regulated contract to the Long Island Power
Authority (LIPA). We manage fuel supplies for LIPA to fuel our plants and purchase energy, capacity and ancillary services in the open market on
LIPA’s behalf.

Long Island
generation

On Long Island, we are responsible for managing the electricity transmission and distribution system on behalf of LIPA. LIPA owns approximately
2,100km of transmission lines, ~170 substations, and ~21,000km of distribution circuits, serving ~1.1m electricity customers.




Electricity Distribution & Generation — operational and

financial performance

-
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Operating profit (Em)*

2,500
2,000
1,500
1,000
500

0

FY 2007 FY 2008

Long Island generation
" Rest of National Grid

FY 2006

M Electricity distribution
M LIPA T&D services

Capital expenditure (Em)

3,000

2,000

1,000

0

FY 2008

FY 2006 FY 2007

M Electricity distribution Long Island generation 1 Rest of National Grid

Electricity distribution network reliability:

system average interruption duration - SAIDI
(the time the average customer is without power
during the year, in minutes)

150

125

100

75

50

25

FY 2006 FY 2007 FY 2008

* Business performance, excluding exceptional items, remeasurements, and stranded cost recoveries for continuing operations.

All financial data converted at average actual exchange rates.




Electricity Distribution & Generation is a very low risk
business

53

NiMo (electric) rate plan exogenous cost allowance for inflation over 4.5%
Mass. Electric rates are indexed to other regional utilities, so as other

Inflation Low utilities raise rates to keep up with inflation, our rates automatically adjust
Rhode Island (electric) rate plan exogenous cost allowance for inflation
over 4.0%
Low . o
D d Residual exposure under some US rate plans, diminishing risk as new
eman rate case filings include demand decoupling

Zero

US rate plans pass-through commodity costs to customers — timing

Commodity (energy) Very low variances on recoveries. Some residual exposure to the commodity
element of bad debts




US electricity distribution rate plans...

...the headlines

-

Main existing rate plans

NiMo — upstate New York

Combined electricity and gas, transmission and
distribution rate plan

Assumed 10-year term from 2002

Massachusetts Electric
Assumed 20-year term from 1999

Distinct phases — current ‘indexing’ phase ends
December 2009

Narragansett (electric) — Rhode Island
Assumed 20-year term from 1999

Distinct phases — current phase ends December 2009

Rate cases in progress

NiMo gas (upstate New York) — split out from NiMo rate

plan

Planned rate cases

Massachusetts Electric rate case filing during 2009

Narragansett (electric) rate case filing during 2009

NiMo electric rate case due late 2011 — looking at
possibility of accelerating

Our US electricity rate base*
(total US rate base $15.2bn
as at 31 December 2007)
506 1% 5%

Long Island generation H NiMo (electric)
Mass. Electric = Narragansett (electric)
B Granite State Electric B Nantucket Electric
H Gas rate base = New England Power (Tx)

US interconnector (Tx)

54

* Rate base excluding stranded cost recoveries.




US electricity distribution rate plans...

...upstate New York (NiMo)

55

Assumed 10- year rate plan from 2002
Rate of return
10.6% cost of equity (nominal)
Assumed equity ratio of ~40%
Base delivery rates
Base delivery rates frozen at 2002 levels over rate plan
Earnings sharing above 10.75% RoE
50/50 shareholder/customer from 11.75% to 14% RoE
25/75 shareholder/customer from 14% to 16% RoE
10/90 shareholder/customer above 16% RoE
Biennial ‘deferral account’ filings

To recover items such as pension & OPEB costs, storm
costs, inflation over 4.5%, etc.

Approval to recover $128m during 2008/09 and $128m
during 2009/10

Service quality plan
Commaodity cost pass-through

Recovery of stranded costs treated separately

NiMo return on equity (nominal)
as at 31 October

12.5%

10.0%

7.5%

5.0%

2.5%

0.0%
2005 2006 2007

Reported return
Reported return including VERO and one-off charges




- US electricity distribution rate plans...

...New England

Massachusetts Electric Mass. Electric return on equity (nominal)

20-year rate plan from 1999 asat 31 December
. . 12.3%

Rates indexed to regional peers through to 2009 ° 10.5%
1.6% increase in 2007 ' 9.5%
1.9% increase in 2008 10.0%

Earnings sharing through to 2019
100% retention of first $70m of outperformance 5.0%
50% sharing of next $75m of outperformance

Adjustments for exogenous costs e.g. storm costs 0.0% | : :

Service quality plan 2005 2006 2007

Commodity cost pass-through
Narragansett electric return on equity (hominal)
Narragansett electric (Rhode Island) as at 31 December
20-year rate plan from 1999

10.5% cost of equity (nominal)

Base delivery rates frozen to 2008 10.0% 6.2% 7.1%
Merger savings established ~1.2% RoE through to 2019 .
Additional earnings sharing through to 2009 5.0%

50/50 shareholder/customer from 10.5% to 11.5% RoE

25/75 shareholder/customer above 11.5% RoE 0.0% T .
Adjustments for exogenous costs e.g. storm costs 2005 2006 2007

Service quality plan
Commodity cost pass-through

k56
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The energy world is changing — utilities playing a critical

role In a sustainable future

~

57

Traditional energy market

Large centralised
generation

> st
iof 338
Small range of . ° Energy volume
conventional drives energy
technologies company
_ revenue
Static {

infrastructure

Energy
flows to
users

‘X Industrial ‘Y
™r = T
commercial

Price and reliability are main determinants of customer choice

Energy
flows t
users

Today's evolving market

Distributed generation
Energy efficiency

Infrastructure

enhancement

Smart grid

Demand management
Wind sources

Solar sources

Clean technology

Energy storage




Our new US electricity regulatory agenda
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-

Electric rate case

Solar filing

2008 2009

Aug | Sep  Oct | Nov Dec  Jan Feb Mar Apr  May Jun Jul @ Aug Sep  Oct

4

Nov | Dec

4

Rate case filed

¢

New rates effective

Filed

Decision

Filing

Energy efficiency
case ‘ .

Filing — annual indexation Filing New rates effective

Massachusetts

Annual retail rate

reconciliation filing

Electric rate case

=] .
g . Filing  New rates effective Rate case filed
() Annual retail rate

2 reconciliation filing

o Filing

<

o

Supply procurement

New Hampshire reliability
enhancement programme

New rates effective

New England Power ‘
CTC reset

Electric rate case

CTC deferral

account reset* ]
Filed

New York

Energy efficiency
programme

* This filing does not cover the $1.47bn capex commitment.

Current rate plan runs to 2012

Filing
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US electricity distribution rate plans...
...energy efficiency and renewables programmes

59

Energy efficiency programmes Renewable energy investment

New York
3-year programme targeting 500,000MWh
Incentives of $38.85/MWh based on achieved savings
Worth ~$19m over 3 year period
Cost recovery began October 2008
Massachusetts
State spends $125m per year, our share is ~50%

Expected to grow to $500m in the next 4 to 5 years and
we hope to capture at least 50%

Current incentive of ~$6m
Rhode Island
$29m programme proposed for 2009

Incentives of approx $1.5m

Massachusetts

Allows National Grid to invest in up to 50MW rate based
solar generation in the 3-year period to 2011

Initial 5SMW, $38m investment identified and filed
Rhode Island

Legislation approved allowing utilities to own 5MW of
solar or wind

New Hampshire

Legislation passed that allowing up to 5MW distributed
resources to be rate based

New York

New York State PSC solicited National Grid’'s renewable
energy policy recommendations




Upstate New York $1.47bn capex filing...
...2008 recovery decision

Capex recovery decision
PSC noted recent positive changes in our focus on investment in infrastructure

New York Public Service Commission acknowledged that the investment program meets the criteria for special ratemaking
treatment

National Grid will include actual amounts for recovery in ‘deferral account’ filings

How it works:
File for new Begin
rates with all NYPSC reco?/er
investment decision in ratesy
from 2002
3 File for Begin
=] I dof NYPSC g
S eferral L recovery
Q| decision :
= recovery in rates
(] . 2
S @ File for NYPSC Begin
3| = deferral decisi recovery
Q| € ecision )
5 recovery in rates
(&)
8 g (Ij:elzlfi:?z; NMEE re?:i?lgr
o § decision . y
Nl B recovery in rates
>
[

o File for NYPSC Begin
) deferral . recovery
o decision .
I recovery in rates

Initial Begin
S| $1.47bn g‘YPSC recovery
S - ecision ;
& | planfiling N EIES]

2008 2009 2010 2011 2012 2013
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US electricity distribution capital investment
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New England electricity T&D investment ($m)

750

500 —_ — =
ey § 2 2 B B |

250--

OI T T T T T T T T T 1

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

New York electricity T&D investment ($m)

750 —

500 —.—

250

0 I T T T T
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Calendar year data.

Total National Grid US electricity T&D
investment ($m)

Additional potential

upside investment >/

1,250 —

1,000

750

500

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Rate plan base assumption = NiMo $1.47bn filing

Sustainable reliability W Historic spend




US electricity distribution capital investment...

...Improving reliability

New York system interruptions performance . . .
Historic 5-year cumulative

performance worse than target
0.15 1.00

Cumulative target 0.93

0.12 0.80

Current monthly performance
better than the 5-year average

0.09 \< 0.60
0.06 / — 0.40

0.03 ] 1 — 0.20
0.00 T T T T T ; 0.00
Jan Feb

Monthly values

Mar Apr May Jun Jul Aug Sep Oct Nov Dec

W 2008 monthly results 5 year average monthly result
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Cumulative values




US electricity distribution — stranded cost recoveries
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\_

Costs associated with our former generation investment and related contractual commitments that were not recovered through
the sale of those investments

~$1bn post-tax US stranded asset cash flow remaining

Projected ‘base’ stranded cost recovery ($m)

700

600

500

B New England mitigation incentive, return,

400 amortisation & expenses

= New York merger rate settlement - return

300 — —
New York merger rate settlement -
amortisation
200 — — — — —
100 — — — — —
0 I T T T T T 1

2007 2008 2009 2010 2011 2012

Calendar year data. Excludes contract settlements.




Long Island Power Authority (LIPA) contracts
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Generation agreements
4.1GW of generation assets
$692m rate base as at 31-Dec-07

Rate of return
9.5% base RoE on 4,000MW
10.5% with incentives
10.75% base RoE 160MW

Commodity pass through

Managed Services Agreement
Manage LIPA’s T&D network
Indexation of income
Retain sales growth

Weather impact




Non-regulated Business




Non-regulated businesses

Operating profit (Em)*

2,500 —
2,000 — —

1,500 — — — —
1,000 — — — —
500

0 '___'___'___|
FY 2006 FY 2007 FY 2008

H Metering Grain LNG  H Property Rest of National Grid

Capital expenditure (Em)

3,000 —

2,000 — —

1,000 — —— —— —

FY 2006 FY 2007 FY 2008

H Metering Grain LNG  H Property Rest of National Grid

k 66 All financial data converted at average actual exchange rates.

Metering

National Grid Metering and OnStream provide
installation, maintenance and meter reading services to
gas and electricity suppliers in the regulated and
unregulated markets respectively

Our metering businesses provide services on behalf of
gas suppliers for an asset base of approximately 20m
domestic, industrial and commercial meters

Grain LNG

National Grid Grain LNG is the first new LNG import
terminal constructed in the UK for some 30 years,
involving planned investment of ~£830m for Phases |, Il
and Il

UK Property

National Grid Property is responsible for managing all our
major occupied properties in the UK, and for the
management, clean up and disposal of surplus
properties, largely comprising former gas works

BritNed

BritNed is a joint venture between National Grid and
Tennet, the Dutch transmission system operator, to build
and operate a 260km, 1,000MW sub sea electricity link
between the Netherlands and the UK

* Business performance, excluding exceptional items, remeasurements, and stranded cost recoveries for continuing operations.




Non-regulated businesses — Metering

67

National Grid Metering (legacy meter business)
18.2m gas meters
400,000 industrial and commercial meters

Long term contracts for legacy domestic gas meters

Ofgem decision that National Grid has infringed the
Competition Act with these contracts

National Grid has lodged an appeal with the Competition
Appeal Tribunal.

OnStream (new meter business)
1.3m gas meters
600,000 electricity meters
Contracts for new gas and electricity meters

Installation and maintenance contracts with Centrica




Non-regulated businesses — Grain

LNG
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The UK’s first modern LNG import terminal
Able to deliver ~20% of UK gas demand by winter 201 0/11
Phase 1 operational since July 2005

Annual capacity of 3.3m tonnes of LNG (4.4bcm of gas,
~4% of UK gas demand)

Phase 2 expected to be operational in 2008

Additional annual capacity of 6.5m tonnes of LNG
(8.6bcm of gas, ~8% of UK gas demand)

Phase 3 expected to be operational Winter 2010/11

Additional annual capacity of 5m tonnes of LNG (6.7bcm
of gas, ~7% of forecast of UK gas demand)

Total investment of ~£830m

Fully underwritten long-term (~20 years) contracts with BP,
Centrica, Gaz de France, Sonatrach, E.ON and Iberdr ola




Non-regulated businesses — Property & BritNed
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Property BritNed

Management of National Grid’s UK property portfolio 1,000MW, 260km (160mile) cable between Isle of Grain
and Masssvlakte in the Netherlands
Clean-up and disposal of surplus non-operational

properties £200m of investment for National Grid

Joint venture with Dutch TSO, TenneT

Enabling increased diversity and security of supply in
both countries




US regulation
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Regqulatory jurisdiction...
...multiple US agencies, single UK agency

Independent agency
Focus on interstate commerce

Merger approval

71

Federal State
Delivery Delivery
revenue revenue
FERC 18% New York PSC 55%
Massachusetts DPU 19%
Rhode Island PUC 7%
New Hampshire PUC 1%

Independent agency

Specific powers established by
state laws

Rates to ultimate customers
(retail)

Issuance of securities

Merger approval

NN L
| [N

National

Delivery
revenue

Ofgem 100%

Independent agency

Regulates pipes and wires
monopolies
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Regqulatory jurisdiction...
...ratemaking methodology
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FERC

Federal State
Method Method
Projected New York PSC Projected
Massachusetts DPU Historic
Rhode Island PUC Historic
New Hampshire PUC Historic

Rates generally effective until request for change, or rate plan expires
Allowed to recover operating costs plus a return on invested capital base

Incentive mechanisms can be built into rate plans

NN L
| [N

National

Method

Ofgem Projected

Price controls typically 5 years

RPI-X price control
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Reqgulatory process for a typical rate case...
...numerous similarities between processes

k73

- * Staff case
Regulatory filing « Rebuttal
NN L « Initial
Consultation proposals

US process
Quasi-judicial forum
Commenced by company, regulator, or third party
Company vs. customer representatives
Public hearings with witnesses under oath
Ratemaking rules & practices differ among jurisdictions
Outcome largely based on precedent
Long-term rate plans typically result from negotiation

Can appeal to Courts

* Settlements
* Hearings

» Updated
proposals
* Responses

Decision Final rate 9-12

order months
Final Accept or 18 — 24
proposals reject months

UK process

Process begins with open consultation
Typically five-year rate plans

Company financial & operational data / Auditors &
consultants' reports

Written consultations / working groups / public workshops
Precedents inform outcome

Can appeal to Competition Commission
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Regulatory process...

... Many commaon elements to rate agreements
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e
L\

Y/
/

Common elements
Return on asset base
Opex allowance
Pensions and tax allowance
No commodity exposure

Incentive mechanisms

US specific
Some residual volume drivers
Protection from uncontrollable costs

Varied approaches to capex

UK specific
No volume exposure
Indexation

Capex revenue drivers
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Regulatory settlements
.... Innovative US rate plans with good base returns
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Rate plans only achievable through negotiation New England Electric — 2000
Reduces uncertainty of litigated outcome Rate increases linked to peers
Allows for a term beyond one-year Shared savings

Opportunity to align customer and investor interests

Niagara Mohawk — 2002

Initial rate plans were 10 years First 10 year plan in New York
Allowed for maximum retention of synergy savings Synergies excluded from RoE calculation
Shorter term plans implemented with KeySpan KeySpan — 2007
Reduces uncertainty associated with future capital Allowance for increased capex in New Hampshire

investment requirements
Costs to achieve recovered over 10 years with a return

Accelerated repex programme on Long Island

Capex tracker in certain areas




Regulatory settlements
...Staggered rate plans provide stability
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2008 2009 2010 2011 2012 2013

NiMo (electric)

NiMo (gas) Rate case in progress
New York
KEDNY
KEDLI
. New rate filing during summer 2009
EES, [EIBES CEmETY (original plan ran to 2019)
Boston Gas
Massachusetts ) .
Essex Gas Combined rate filing
during spring 2010

Colonial Gas

P New rate filing during summer 2009
(original plan ran to 2019)

New (

<
Hampshire .
Rate case in progress

FERC <

Transmission (2)

Ofgem (UK)
Gas Distribution (4)

~
4

Formula
- rates

2014
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US — main rate plans
Gas distribution

Base ROE

Rate Base
Actual

Return

Sharing
shareholders %

\77

Downstate Long Upstate Boston Essex Colonial Rhode New
New York Island New York (MA) (MA) (MA) Island Hampshire
9.8% 9.8% 10.6% 10.2% 11.2% 11.2% 11.3% 10.4%
$2,239m $1,715m $1,084m $1,328m $168m $641m $578m $265m
14.9% 10.4% N/A 7.4% 25.7% 12.7% 3.2% 4.9%
100% to 100% to 100% to 100% from
50% to
10.5% 10.5% 11.75% 10.2 -
12.25%
50% to 50% to 50% to 14% 14.2% \ ;
12.5% 12.5% 25%t0 16% | | 75% from one None 2o% None
35% to 35% to 10% above 10.2 - abovf
13.5% 13.5% 16% 14.2% 12.25%
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US — main
Electricity

rate plans
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Upstate Rhode LIPA
New York Mass. Elec. Island NEP Generation
Base ROE 10.6% 11% 10.5% 11.2% 9.50%p**
Rate Base $4,882m $1,373m $682m $800m $692m
Actual
8.4%* 9.5% 6.9% 11.9% 9.5%
Return
100% to
11.75% 50% from
Sharing 100% of $70m
50% to 14% 10.5-11.5% Extras 100bp
shareholders % 50%o0f next None with incentives
25% to 16% $75m 25% above
10% above 11.5%
16%

* Excluding certain one-off items relating to voluntary early retirement costs and write-offs in the ‘deferral account’.
** Note debt equity split for GenCO assets. Glenwood and Port Jeff a 30/70 equity /debt split with a 10.75% RoE




Environment and Social
Responsibility




We are a responsible business....

80

Our Framework for Responsible Business

4 A

Help protect the environment for future
generations, including making our Be efficient in our use of natural
contribution to minimising climate resources
change
Keep our waste to a minimum and Improve, where we can, the
increase the economic value of any environmental status of the land on
waste we produce which we operate

. .

Platinum ranking and top-tier status in the
BITC Corporate Responsibility Index.




Current legislation
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UK climate change bill
60% reduction in CO2 by 2050
26-32% reduction in CO2 by 2020
Carbon budgets
Committee on Climate Change
New trading schemes (CRC)

Annual reporting by Government

EU climate change directive

20% greenhouse gas reduction by
2020...

...30% if international agreement
signed

US Warner-Lieberman bill

65% greenhouse gas reduction by
2050

Cap and trade programme
Carbon Market Efficiency Board
Currently in Committee in Senate

Climate Change legislation
expected to pass in 2009




What is National Grid doing...

National Grid is committed to the protection and en
always seeking ways to minimise impacts of past, pr

hancement of the environment,
esent and future activities

Past

In the UK and the US — cleaning up
contaminated land including former
manufactured gas plants, industrial
landfills and former gas holders,
bringing both environmental and
economic benefits

Replacing cast iron mains with
polyethylene pipes thereby reducing
methane leakage

Present

Reduced Company-wide
greenhouse gas emissions by 38%*
compared with baseline

Around 66%* of employees work to
certified 1ISO14001 Environmental
Management System

In 2007/08 we exceeded the target
agreed with the HSE in the UK to
replace iron gas mains with modern
polyethylene

A commitment to reduce
greenhouse gases by 80% by 2050
has been made

Targets are in place to significantly
reduce waste sent to landfill by
recycling road spoil from
excavations

Working to include KeySpan in
1ISO14001 certification

Innovative company-wide “carbon
budget” strategy puts cost of carbon
in the heart of our business

* Excludes operations acquired with KeySpan.




Future developments are driven by climate change
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Heat, transport and electricity
are major current CO2 polluters

Electricity generation

/ Land transport

22%

~

/ \ Industry

Heat (domestic)

Aviation and shipping




‘Business as usual’ cannot meet Government objectives

~
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Low carbon electricity
Collaborative effort amongst the big stakeholders
Assumes ~30 GW wind
Significant new non renewable build
3GW of new nuclear
3GW of new clean coal
11GW of new gas
Increased energy efficiency measures
Some contribution from heat & transport (10% bio fuel)
Low carbon energy
Significant behavioural change amongst all parties leads to ‘green action’
Lower renewables share
Demand falls 15%
Heat — biomass, biogas & gas district CHP (new homes), heat pumps
Transport
10% bio fuel target met
Some modal change (to public transport)

Electrification of rail & some urban fleet




Electricity generation capacity 2008 — 2030

k85

Demand reductions are netted off by some electrific ation of heat,
followed by transport

GW GW

80

80 —

60

60

20 20

2007/08 2030

Gas Nuclear - Other renewables

- Coal Wind - Other




Financial performance




Group operating profit*

FY 2008 operating profit split

£2,595m
£2,031m
£1,079m
H Transmission - UK
FY 2007 FY 2008 H1 2008/09 Transmission - US
\ / M Gas Distribution - UK

Gas Distribution - US
I Electricity Distribution & Generation
m Non-regulated and other

o

87 * Business performance, excluding exceptional items, remeasurements, and stranded cost recoveries for continuing operations.
\ All financial data converted at average actual exchange rates.




Interest, tax, earnings and dividend

\_
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FY 2007 FY 2008 H1 2008/09
Net finance cost, actual FX (Em) (547) (760) (524)
Tax (Em) (442) (583) (125)
EPS 38.3p 48.0p 17.4p

FY 2007 FY 2008 H1 2008/09
DPS - ordinary 28.70p 33.00p 12.64p
Dividend per American Depository Share $2.7917 $3.2650 $0.9476

* Business performance, excluding exceptional items, remeasurements, and stranded cost recoveries for continuing operations.

All financial data converted at average actual exchange rates.
Number of shares: 2,481m (H1 2008/09), 2,609m (FY 2008), 2,719m (FY 2007).




Financial Performance — Group returns
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A Group return on equity (RoE)

Adjusted net income divided by equity base

11.8% 3-year average
UK RAYV indexation causes significant movements.

Reduced gearing following proceeds from network sales
reduced return in 2005/06

Calculation

Group net income adjusted for

Regulatory and accounting treatments of depreciation
and capex

UK RAYV indexation
US stranded costs

Invested capital
UK regulatory asset base
US invested capital
Unregulated businesses’ net asset value
Minus net debt

15.0%

12.5%

10.0%

7.5%

5.0%

2.5%

0.0%

FY 2006 FY 2007 FY 2008

Return Average




Historical US utility RoE’s vs long-term bond yields
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Electric and gas utility RoE’s vs Moody'’s daily lon g-term utilities bond yield averages

12.0 -

11.0 \V/\/\ A ——

10.0

9.0 ~

S 80- N\

Q

6.0 -

5.0 A A

40 T T T T T T T T T T T T T T

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

— Moody's "A" Utilities Index —Moody's "Baa" Utilities Index — Electric Utility ROE

Gas Utility ROE 30-Year Treasury

Source: Moody’s Investors Service and RRA/SNL.

Note: Moody’s Long-Term Corporate Bond Yield Averages, including those for Utilities, are derived from pricing data on a regularly
replenished population of nearly 100 seasoned corporate bonds in the U.S. market, each with current outstanding over $100 million. The
bonds have maturities as close as possible to 30 years; they are dropped from the list if their remaining life falls below 20 years, if they are
susceptible to redemption, or if their ratings change. All yields are yield-to-maturity calculated on a semi-annual basis.




Financing metric
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Interest cover

Reflects the calculation used by our credit rating
agencies

3.2x for the year

Aim to manage within a range of 3.0 — 3.5x

4.00

3.75

3.50

3.25

3.00

2.75

2.50

2005/06

Target range

2006/07

2007/08

Interest cover

4.00

3.75

3.50

- 3.25

3.00

2.75

2.50
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Funding policies
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Counterparty risk
Controlled through credit limits, approvals and monitoring procedures

For multiple transactions with a single counterparty we usually use a master netting agreement to reduce exposure to credit risk

Refinancing risk
Controlled through limits on the amount of financing obligations arising in any given year
Limits the amount of debt falling due for refinancing in any given time frame

National Grid long term debt maturity profile Novem ber 20th 2008
2,000

W Grain LNG
m National Grid USA Group
H National Grid plc/NGGF

1,500 National Grid Electricity Transmission
? M National Grid Gas Group
>
‘5 1,000
8
@
500 .
n
O T T T _ T T
B ENNEEEIIRINILENEREaYAsEenRRes TLeaL
8833392398583 Q8JRQ8RARBIIBIREEBRIILLEBE
Maturity

Debt maturity profile as at 7t October at £1=$1.85




Funding policies

-
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Foreign exchange risk management
Principle foreign exchange risk is $US

‘Natural hedge’: manage $US financial liabilities to match
$US cash flows

Hedge certain contractually committed foreign exchange
transactions

Interest rate risk management

We minimise total financing costs to manage interest cost
and total financing cost below pre-set limits

Exposure managed using fixed-rate and floating rate
debt, interest rate swaps, swap options & forward rate
agreements

* Post derivative financial instruments.

Currency profile*
(at 30-Sep-08)

Interest rate profile*
(at 30-Sep-08)

Sterling
W US dollar

Fixed-rate
m Floating rate
B RPI-linked




Gross External Debt...
...facts and figures on the Group (IFRS)
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Gross external debt* at 30 September 2008 £bn (IFRS)
National Grid plc, NGG Finance plc and other 6.23
National Grid Electricity Transmission plc 3.50
National Grid Gas plc** 6.99
National Grid Grain LNG 0.29
Total UK gross external debt 17.0
Total US external debt (at $1.78 = £1.00) 417
Total IFRS gross external debt 21.2
Less cash and investments (1.4)
Net debt 19.8

* Gross debt defined as net debt plus cash and cash equivalents and investments

** Measure as the contribution to the consolidated Group accounts

NOTES

(a) Measured on a business performance basis. Business performance results are the primary financial performance measure
used by National Grid, being the results for continuing operations before exceptional items, remeasurements and stranded
cost recoveries. Remeasurements comprise gains or losses recorded in the income statement arising from changes in the
fair value of commodity contracts and derivative financial instruments to the extent that hedge accounting is not achieved or
is not fully effective. Stranded cost recoveries are costs associated with historic generation investment and related
contractual commitments that were not recovered through the sale of those investments — these recoveries end in 2011.

(b) Cash flow and capital investment for continuing operations. Cash flow includes stranded cost recoveries and exceptional
items (see (a)).




UK regulatory asset value
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£bn

25

20

15

10

March 2007 March 2008 March 2009e March 2010e March 2011e

" Electricity transmission ® Gas transmission " Gas distribution

March 2012e




US rate base
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$bn

20

15

10 A

March 2007 March 2008 March 2009e March 2010e March 2011e March 2012e

2006/07 rate base includes former KeySpan businesses that were acquired by National Grid on 24t August 2007. /




Group borrowing facilities and liquidity
as at 20-Nov-08

National Grid plc National Grid USA Group
$800m 364-day un-drawn syndicated loan facility with 12- $355m NGUSA syndicated loan facility (5-year Revolving
month term out; terminates 10th November 2009 with no Credit and LC Facility; $230m General Credit Element).
MAC event of default or ratings related covenants. Expires November 2009

National Grid USA is a named borrower
I ! ! W $325m NGUSA syndicated loan facility (5-year Standby

Short-term funding programmes: Bond Purchase Facility). Expires November 2009
USCP $3bn: Nil outstanding $2bn NGUSA commercial paper programme: Nil
ECP $1.5bn: c. £470m outstanding outstanding
15bn EMTN programme (joint with NGET): 4bn NGUSA EMTN programme: 143m issued
National Grid in issue 5.0bn; NGET 2.1bn $1.5bn un-drawn KeySpan Corporation syndicated loan
) facility maturing June 2009 ($580m) and June 2010
7.8bn un-issued ($920m)

$1.5bn KeySpan Corporation US commercial paper

National Grid Electricity Transmission plc programme: Nil outstanding

£425m un-drawn committed bank lines — 5 year
duration, minimal covenants. Expires December 2010 National Grid Gas plc
Short-term funding programmes: £810m un-drawn committed bank lines — 5 year

USCP $1bn: Nil outstanding duration; minimal covenants. Expires December 2010
ECP $1bn: c. £20m outstanding Short-term funding programmes:

USCP $2.5bn: Nil outstanding

ECP $1.25bn: Nil outstanding

10bn EMTN programme: 3.8bn un-issued
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Predictablility of regulated cash flows is a key factor in
our ratings — Group credit ratings
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Senior Unsecured / Short-Term ratings Moody’s? S&P Fitch
National Grid plc Baal/P2 BBB+/A2 BBB+/F2
National Grid Electricity Transmission plc A3/P2 A-/A2 AIF2
National Grid Holdings One plc Not rated BBB+/A2 Not rated
National Grid Gas plc 2 A3/P2 A-IA2 AIF2
National Grid Gas Holdings plc A3/--- BBB+/--- AJ---
National Grid USA A3/P2 BBB+/A2 Not rated
Niagara Mohawk Power Corporation A3/-- BBB+/A2 Not rated
Massachusetts Electric Co. A3/P2 A-1A2 Not rated
New England Power Co. A3/P2 A-/A2 Not rated
The Narragansett Electric Co. A33/--- A-4A2 Not rated
KeySpan Corporation Baal/P2 A-/A2 A-/---
The Brooklyn Union Gas Company Not rated Al--- A+/---
KeySpan Gas East Corporation A3/--- Al--- AJ---
Boston Gas Company Baal/-- A-/-- Not rated
Colonial Gas Company A3/--- A-4/--- Not rated
National Grid Generation LLC Baal/--- A-4/--- Not rated
IMoody’s ratings placed on Negative Outlook 31-Jan-0 8 2NGG is also rated “A/Stable” by JCR SIssuer rating 4Corporate credit rating

The ratings set forth above are not a recommendation to purchase, hold or sell National Grid’s notes, that may be issued from time to time,
inasmuch as the ratings do not comment as to market price or suitability for a particular investor. The ratings are based on current information
we have furnished to the rating agencies and information obtained by the rating agencies from other sources. The ratings are only accurate
as of the date hereof and may be changed, superseded or withdrawn as a result of changes in, or unavailability of, such information and,
therefore, a prospective purchaser should check the current ratings before purchasing National Grid’s notes.
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‘All-of-the-parts’: a checklist

UK electricity transmission owner
UK electricity system operator
UK gas transmission owner

UK gas system operator

UK gas distribution

KeySpan Energy Delivery New York
KeySpan Energy Delivery Long Island
NiMo gas
Boston Gas
Colonial Gas
Essex Gas
Energy North

Rhode Island gas distribution

Massachusetts Electric
Rhode Island electricity distribution
NiMo electric

New Hampshire electric

New England Power
New England — Canada interconnector

Long Island generation

LIPA T&D services

US stranded cost recoveries
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Y

Equity value e E—

— Grain LNG

— OnStream
- Joint Ventures
— Property
— Synergy savings
— Other

— Frenchlink
— UK LNG storage
— US LNG storage

— National Grid Metering

—{

Shares in issue

-

— Grain LNG — |
— Grain LNG -1l
— Grain LNG -1l
—  Grain heatpipe
—  Millennium pipe
— Blue-ng
— BritNed
— Corporate
— Insurance & other
— Xoserve
— Fulcrum
— Honeoye

— Stuben

Net debt
Liabilities
Fair value adjustment

Cash returned

Share buy-back




2009 financial calendar

21 January 2009  2008/09 interim dividend paid to qualifying ordinary shareholders

27 July 2009  Interim Management Statement

Annual General Meeting

4 December 2009 Record date for 2009/10 interim dividend

DRIP election date for 2009/10 interim dividend

20 January 2010  2009/10 interim dividend paid to qualifying ordinary shareholders
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