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Dear Mr Hoogervorst,

DISCUSSION PAPER — REPORTING THE FINANCIAL EFFECTS OF RATE REGULATION

On behalf of the Audit Committee, and Sir Peter Gershon, Chairman of the Board of Directors of National
Grid plc, we welcome the opportunity to comment on this important topic.

The UK Corporate Governance Code requires the Board of Directors to “present a fair, balanced and
understandable assessment of the company’s position and prospects”, including “the information
necessary for shareholders to assess the company’s position and performance.”

As noted in the summary of the discussion paper, the established practice of almost all rate-regulated
entities has been to not recognise regulatory assets and liabilities in their IFRS financial statements. As a
result we believe these financial statements do not fully reflect the entity’s economic performance or
financial position.

This shortcoming of IFRS financial statements, coupled with the Corporate Governance Code
requirement, has led the Board of Directors of National Grid to include significant additional disclosures in
annual reports and investor presentations to help investors, regulators, customers and other
stakeholders understand the economic performance and financial position of the Company.

We strongly believe that the IASB must resolve the conceptual limitations that have resulted in this
established practice. To that end, we have reviewed the response from Andrew Bonfield, Finance
Director, on behalf of National Grid, and concur with the views and proposals outlined in that response.
We encourage the IASB to provide guidance as soon as practicable that allows the recognition of
regulatory assets and liabilities and results in the statement of profit or loss reflecting the full economic
performance of rate regulated activities.

Yours sincerely,

Mark Williamson
For and on behalf of the Audit Committee and
Sir Peter Gershon, Chairman of the Board of Directors
National Grid plc
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