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| Harnessing Opportunity:

| National Grid’s Strategic
Response to Decarbonisation

nationalgrid

Growing electricity demand combined with the desire
of governments to decarbonise their economies
has presented substantial opportunities for capital
investment in energy infrastructure. National Grid is
a major beneficiary of these trends. The company is
poised to grow the scale of its operations at a record
pace over the next six years, with expectations they will
commission more new and upgraded infrastructure than
in the previous 30 years. National Grid has posted strong
operating and financial performance over many years
and now faces a prolonged period of unprecedented
investment that we believe will lead to long-term
earnings growth.

Background

National Grid is a UK-based multinational whose primary
activities are the operation of transmission and distribution of
electricity and gas across the UK and northeastern USA.

National Grid operates through the following business units:

¢ UK Electricity Transmission operates high-voltage electricity
transmission networks in England and Wales.

e UK Electricity Distribution operates the electricity
distribution networks in the East Midlands, West Midlands,
southwest of England and South Wales.

* New England business operates electricity transmission
networks in Massachusetts, New Hampshire and
Vermont, and electricity and gas distribution networks in
Massachusetts.
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e New York business operates gas distribution networks,
electricity distribution networks and high-voltage electricity
transmission networks in New York.

¢ National Grid Ventures develops, operates and invests in
large-scale clean energy infrastructure. It operates separately
from the core regulated operations of National Grid. The unit
has a diverse group of businesses including subsea electricity
interconnectors (interconnectors are high-voltage cables
used to connect the electricity systems of neighbouring
countries), wind and solar power generation, competitive
electricity transmission, battery storage, conventional
generation and liquified natural gas (LNG) regasification and
storage.

In the year ended 31 March 2024 (FY24), the Underlying
Operating Profit for Continuing Operations for National Grid
increased by 6% at constant exchange rates to £4,773 million.
Capital investment increased to a record £8,235 million, an
increase of 11% on the previous year.

National Grid delivered good operational performance over FY24
with high levels of network reliability; for example, Transmission
and Distribution reliability remained steady at 99%-100% across
all company-owned networks. The company is committed to
achieving net zero and Scope 1 and 2 emissions fell by 6% in FY24.

Opportunities

The critical need for economies to invest in energy infrastructure
has never been more pressing. Investment in an economy’s
energy infrastructure promotes economic growth, improves
manufacturing and technology capabilities and enables
decarbonisation — a key step in addressing climate change.
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Governments in the company’s key jurisdictions have all made ambitious climate targets — the

Artificial UK government has targeted a fully decarbonised electricity system by 2035 and New York has

. . targeted a 100% zero emissions electricity sector by 2040 while Massachusetts has targeted a 50%

lntelllgence reduction in carbon emissions by 2030. New York, Massachusetts, Vermont and New Hampshire

all have ambitions to reach net zero by 2050. This decarbonisation in the US northeast and the

and ademced UK is the dominant driver of growth for the company’s business portfolio with the expansion and
computlng has strengthening of energy systems being critical to the wider energy transition.

led to increased The impacts of decarbonisation on the energy infrastructure sector are enormous. Across the UK,

. New England and New York, National Grid expects electrification of heat and transport to increase

gl'OWth m electricity demand from its networks by between 37% and 51% by 2035. In the US, renewable

underlying energy capacity could almost triple by 2032 to 110 gigawatts (GW) as the Inflation Reduction Act

and Infrastructure Investment and Jobs Act encourage investment in the sector.

electricity demand

In addition, the development of artificial intelligence and advanced computing has led to increased
growth in underlying electricity demand, placing further demands on the capacity and reliability
of existing power systems.

As a consequence, policymakers in the UK and the US are encouraging investment in electricity
transmission and distribution and other energy infrastructure. Given the bulk of earnings generated
by National Grid are derived from regulated energy utility businesses, this encouragement can be
expected to lead to increased investment, which leads ultimately to earnings growth.

Capital Investment Plan

National Grid invested £33 billion across its businesses over the past five years. In May 2024, the
company announced that it expects to invest £60 billion in the five years to the end of March
2029, approximately double the level of investment of the past five years. The significant step up
in capital investment will deliver annual group asset growth of around 10% and 6%—8% underlying
EPS CAGR from a 2024/25 baseline. The scale of the investment is staggering. For example, the
company’s UK Electricity Transmission business is expected to install more than 12,000 kilometres
of new cables across 17 new projects — the equivalent to the diameter of planet Earth.

This investment plan is dominated by investment in electricity networks and will mean
approximately 80% of group assets will be electric by 2029 compared to approximately 70% of
assets today. Given the commitment of governments to ongoing decarbonisation, the increased
exposure of the company to electricity networks positions them well to benefit from ongoing
capital investment over the coming decades.

By Gerald Stack, Head of Infrastructure and Portfolio Manager
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Important Information: Units in the funds referred to herein are issued by Magellan Asset Management Limited ABN 31 120 593 946, AFS Licence No. 304 301 (‘Ma-
gellan’). This material has been delivered to you by Magellan and has been prepared for general information purposes only and must not be construed as investment
advice or as an investment recommendation. This material does not take into account your investment objectives, financial situation or particular needs. This material
does not constitute an offer or inducement to engage in an investment activity nor does it form part of any offer documentation, offer or invitation to purchase, sell
or subscribe for interests in any type of investment product or service. You should obtain and consider the relevant Product Disclosure Statement (‘PDS’) and Target
Market Determination (‘TMD’) and consider obtaining professional investment advice tailored to your specific circumstances before making a decision about whether
to acquire, or continue to hold, the relevant financial product. A copy of the relevant PDS and TMD relating to a Magellan financial product may be obtained by calling
+61 2 9235 4888 or by visiting www.magellangroup.com.au .

Past performance is not necessarily indicative of future results and no person guarantees the future performance of any fund, the amount or timing of any return from
it, that asset allocations will be met, that it will be able to implement its investment strategy or that its investment objectives will be achieved. This material may contain
‘forward-looking statements’. Actual events or results or the actual performance of a Magellan financial product or service may differ materially from those reflected or
contemplated in such forward-looking statements.

This material may include data, research and other information from third-party sources. Magellan makes no guarantee that such information is accurate, complete
or timely and does not provide any warranties regarding results obtained from its use. Statements contained in this material that are not historical facts are based on
current expectations, estimates, projections, opinions and beliefs of Magellan or the third party responsible for making those statements (as relevant). Such statements
involve known and unknown risks, uncertainties and other factors, and undue reliance should not be placed thereon. This information is subject to change at any time
and no person has any responsibility to update any of the information provided in this material. No representation or warranty is made with respect to the accuracy or
completeness of any of the information contained in this material. Magellan will not be responsible or liable for any losses arising from your use or reliance upon any
part of the information contained in this material.

Any third-party trademarks contained herein are the property of their respective owners and Magellan claims no ownership in, nor any affiliation with, such trademarks.
Any third-party trademarks that appear in this material are used for information purposes and only to identify the company names or brands of their respective own-
ers. No affiliation, sponsorship or endorsement should be inferred from the use of these trademarks. This material and the information contained within it may not be
reproduced, or disclosed, in whole or in part, without the prior written consent of Magellan.
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