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I ndi cative Notice of LDZ Transportati on Charges from
1 April 2020

1 Introducti on

This notice provi des i nd cative leve s of the gas transportation charges that wll appyfrom 1 April 2020 for
Northern Gas Net works Li nited ( NGN), inline wththe Gas Transporter Licence requirement to provi de
150 days’ notice of such proposals. The defiritive notice of dstri buti on transportati on charges eff ective
from1 April 2020 wll be pubished by 31 January 2020, inline wththe 60 days’ nctice requirements

with nthe Unifor m Net work Code ( UNQ).

2. Ind cative Ostri buti on Charges

NGN s headi ne price change for 20/21is +L 0% Ths represents an LDZ priceincrease of +1 5% co nbi ned
wi th an average exit capacity priceincrease o -55.9%

As showninthetad e bd owNGN s dl owed revenue increases by +£4. 9 myear on year - nmove nments
greater than £0. 5myear on year are detailed bd ow Whilst thsis anincrease of +1 1%we need an
overal priceincreaseinour unit rates of +1 0% because of forecast changes in capacityleve s aga nst
whi ch unit rates are charged

Notes 19/20 20/21 Var Var %
1 PRICE CONTROL REVENUE 456.8 473.1 16.3 3.6%
Adjustments to Base Revenue
2 Cost of Debt (21.6) (28.2) (6.6)
3 RPItrue ups 1.1 0.3) (1.5)
4 Tax trigger events (2.5) (3.5) (1.0)
FGO Allowance impact (2.9) (3.4) (0.5)
Repex Tier 2a workload 0.7) (0.9) (0.2)
Pension Deficit True Ups (4.2) (4.3) (0.1)
Legacy GDPCR1 Adjustments 25 2.8 0.3
5  Totexincentive mechanism (2.2) (0.6) 16
Tax clawback adjustments 0.0 0.0 0.0
Shrinkage allowance changes 0.2) (0.3) (0.0)
Exit allowance changes 0.0 0.0 0.0
Fuel poor allowance changes 0.6 0.7 0.0
ADJUSTED BASE REVENUES 426.7 435.0 8.3 1.9%
6 Non Controllable Cost True Ups (2.9) 6.7) (3.8)
7 Supplier of Last Resort Claims 0.7 0.2 (0.5)
Network Innovation Allowance 2.7 2.7 0.1
Incentives
8 Discretionary Reward Scheme 0.9 0.0 (0.9)
NTS Exit Capacity 22 2.0 0.2)
Stakeholder Engagement 0.9 0.8 (0.0)
Customer Satisfaction 20 21 0.1
Shrinkage 0.8 1.0 0.2
Environmental Emissions 4.1 4.1 0.0
Total Incentives 10.9 10.1 (0.8)
9 Under/(Over) Collections "K" 1.2) 0.5 17
TOTAL ALLOWED REVENUE 436.9 441.9 4.9 1.1%
AQ/SOQ Change Impact - impact from 19/20 over collection (2.1%)
10  AQ/SOQ Change Impact - forecast during 20/21 2.0%
OVERALL PRICE CHANGE 1.0%
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Note 1 Price Contrd Revenue - this is the dlowed revenue as deter mned by (GFgemin the price contrd
settlement (R na Proposa data). The shape of NGN s dl owed revenue reducedinthe nidd e years of RI G GD1
but i ncreases aga ninthelast 2 years of the price contrd period

Note 2 Cost of Debt - (Fgenisfind proposasind uded a cost o debt dlowance based on an|BOXXindex 10
year traling average of 292% NGN s forecast for the averageindex applicad efor 20/21 (based on a prg ecti on
as at 31" Qctober 2019) is 110% which resuts in a revenue reduction of £28 2m when conpared wth the
orig nd dlowance

Note 3 RP True ups - thisis “truei ng” up any dfferences bet ween forecast and actua RP. Thereis a 2-year |ag
for this ad ust ment sothe (£0.3m adj ust ment in 20/21 rd ates to dfferences arisingin 18/19. Prices were set
inadvancefor 18/19 using aHMTreasury forecast RPl o +3.3%conparedtothe actua RPl of 31%

Note & Tax Trigger Events —Duri ng 20/21 the tax trigger adj ust ment o (£3.5n) represents the reducti oninthe
corporationtax rateto 17% and the change of the sped d rate capitd dl owance pod from 8%to 6%

Note 5 Totex I ncentive Mechanis m—the ad ust nents wthi nrevenue rd ateto Totex Outperfor mance from?2
years before When we outperfor mTotex we nust return 36% back to customers. Qur out perfor mance vs.
allowances reduced by 2 5%year on year to 9.3% whichthereforeresutsinless noney bei ng returned

Note 7 Supplier of Last Resort da ns — Duri ng 20/21 we have been netified of adad mfor Toget her Energy/ One
Sel ect of £235k as part o thew der £4 8 mtotd industry dai m

Note & Discretionary Reward Sche me — NGN was awar ded £900k through the DRS sche mein 19/20 which was
the 24 and find wWndow during the RI G GD1 period As such there Wil be nofurther awards during the RI G
GD1 period

Note 9 Under /(Over) Cdlection— we a@ mtocdlect what we are “dl owed” and set prices accord ngytocdlect
the correct anount o revenue. Theleve o changeinannual quantities and peak day demand nust beforecast
when prices are pubished —any dfference bet weenths assu mpti on and the actual change wll resutinrevenue
bei ng under or over cdlected

In 18/19 we under cdlected by £0. 5m which has been added to dl owed revenuein 20/21.

P ease note that during 19/20 we forecast to over cdlect revenue by c £12m due to changes inthe Annual
Quantities used wth nthe charg ng base data —this wll i mpact on our price change needed far 20/21 as revenue
wil be Hgher than neededin19/20.

Note 10: 2019 Load Factors —load factors are the rd ati onshi p bet ween Annual Quantities (AQ and peak day
demand (dsoreferredto as SOQ/Supp y Gftake Quantity). The method o cdlectingincome islargd ylinkedto
peak day de mand and as suchis acriticd neasureinthe accuracy o any price change needed. W have assuned
a-2%reductionincapacitylevds whichresutsin2%added totheleve o price changed requiredtocdlect the
al owed revenue anount for 19/20. Further analysis bet ween this and our 60-day pubication wlil confir mthis
position

Irfl ation: | nd uded i nthe above numbersis an assumedinflationrate o 2 85% based on farecasts conpil ed by
HM Treasury and pubishedinits August 2019 Forecasts for the UK Econony docunent. When we pubish our
60-day noticeths wlil be updated torefl ect RPl forecasts fro mthe correspond ng Nove mber report.
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3. Uncerta nti es around | nd cati ve Trans portati on Charges

At theti ne of ths pubication Fgemhave not for nally pubished the “MOD” figure that wil be
ind udedin 20/21 prices after runni ng the Annual Iteration Process. Theind cative charges
aboveind ude an esti mate of what the MOD wll be and this wil be updated wth fi ndised
figures for the 60- day pridng notice

We have esti mated the new AQand SOQ capacitylevels that wil for mthe basis of charg ng
during 20/21 The snapshot o capacity datato be appliedfar 20/21 charg ng purposes wlil be
takenin Decenber 2019 and any si gnificant vari ati ons ad usted for i nthe 60-day nctice

4. Further | nfor mation

If you have any queries or require any further details on this notice d ease contact:

Jon Trapps
Prid ng and Revenue Manager

Northern Gas Net works
1100 Century Wy

Thor pe Park

Leeds

LS15 8TU

0113 397 5354

jtrapps @hortherngas. ca uk
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Append x 1-Ind cative Unit Charges and Charg ng Functi ons effective Ist

April 2020

LDZ Syste mCapacity Charges - Drectly Connected Suppy Pd nts and Connected Syste ns

Current (19/20) Eff ective from It April 2020

Charge band (k Wh/annum) Capadty Capadty

p / peak day k \Wh / day p / peak day k Wh / day
Up to 73 200 0.2113 0.2144
73,200to0 732 000 0.1816 0.1842
>732,000 2.1302 x SOQ *-0.2834 21612 x SOQ " -0.2834
Subj ect toa min mumrate of: 0. 0055 0. 0056
M ni mumreached at SOQ of: 1, 355,727,843 1,338, 753, 243

LDZ Syste mCommodity Charges - Drectly Connected Supg y Pd nts and Connected Systens

Current (19/20) Eff ective from st April 2020

Charge band (k Wh/annu m) Commodity Commodity

p / kWh p/ kW
Up to 73 200 0.0333 0.0338
73,200to 732 000 0. 0285 0. 0289
>732,000 0.3663 x SOQ "-0.294 0.3716 x SOQ " -0.2940
Subj ect toa min mumrate of: 0.0011 0.0011
M ni mumreached at SOQ of: 379,963, 860 398,990, 590

LDZ Custoner Capacity Charges

Charge band (k Wh/annum)

Current (19/20)

Eff ecti ve from It April 2020

Capacity Capacity
p / peak day kW / day p / peak day k Wh / day
Up to 73 200 01128 0.1144
73,200 to 732,000 0.0041 0. 0042
>732, 000 0.0861 x SOQ " -0 2100 0.0874 x SOQ A -0 2100

LDZ Custonmer Fixed Charges - 73,200 to 732, 000 k Wh / annumonly

Type of Suppdy Pd nt

Current (19/20)

Eff ective from It April 2020

Fixed p / day Fixed p / day
Non- nonthy read supp y pa nts 35.4371 35.9524
MontHy read suppy pd nts 37.7323 38 2809
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NTS Exit Capacity Charges recovered through the LDZ ECN Charge

Current (19/20) Effective from Ist April 2020
Exit Zone - -
Capacity Capacity
p / peak day k \Wh / day p / peak day k \Wh / day

NE1 0.0074 0.0033
NE2 0. 0009 0. 0003
NE3 0. 0009 0.0003
NO1 0.0017 0. 0008
NO2 0.0072 0. 0034

Append x 2— DN Entryl nd cative Unit Rates 20/21

The fdl owng tal e shows theind cative unit rates for sites that arefl owng gas or have flowed for 1
day. Shou d any addtiona newsites start toflowgas after this pubication or vdumes faorecasts
change sigrificantly we wll ad ustin our finad 60-day prid ng natice

Eff ective from st April
Xoserve Site Current 2020

Ste Na me Charge or Charge or

Unit rate Credit Unit rate Credit
Howdon HOWDOS (0 03437) Credt (0.03287) Credit
Lee ning LEE MOS (0 02662) Credt (0.03706) Credit
Teesi de FOOT OS (0 02164) Credt (0.02268) Credit
Currbria ASPACS (0 02289) Credt (0.01752) Credit
Sg:ef herburnin SHERGS (0 03355) Credt (003362) Credit
R dge Road Sherburn | o 0.03047 Charge 0.02543 Charge
inH net
Burtos Agnes BURTOS 0.03422 Charge 0.03426 Charge
Emerd d B ogas NE WT OS (0 04482) Credt (0.04400) Credt
Gravd At GRAVOS 0.00826 Charge (0.00353) Credit
Lanes Far m LANE OS (0 02928) Credt (0.02680) Credit
Spal d ngton SPALCS 0.03422 Charge 0.03770 Charge

The fdlowng sites are esti matedto goliveinthe next 3 nonths: Bran Sands, Wird ey, Park
Far m P axton Bridge Hgh Hed ey. Rates wll be provi ded when gas starts tofl ow
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