Northern Gas Networks - Independent Stakeholder Group (ISG)
Terms of Reference — updated for RIIO-GD3 (2026-2031)

The ISG is part of the enhanced engagement framework to ensure consumers and stakeholders remain at the
heart of Northern Gas Networks’ business planning, performance monitoring and ongoing delivery throughout
RIIO-GD3.

The NGN ISG shall:

e Provide challenge and scrutiny on NGN’s delivery of its RIIO-GD3 commitments and outputs.

e Monitor, challenge and influence how NGN engages effectively with its stakeholders.

e  Promote the interests of consumers and stakeholders and hold the company to account in how it
delivers on its commitments in RIIO-GD3 and how stakeholder views are used in decision-making
processes.

e Seek all relevant information and data from NGN to enable it to consider delivery in the round and
ensure the Board of NGN is informed of its assessments. The Chair or nominate will attend boarding
meetings when relevant (at least annually).

e  Seek to understand bill impacts and value for money for customers, including in the context of
affordability pressures, transition uncertainty and long-term asset lives.

o Determine how effectively key areas of concern to customers and stakeholders are addressed in
delivery.

e Provide independent oversight of NGN’s Vulnerability and Carbon Monoxide Initiatives (VCMI)
governance and delivery arrangements.

e  Engage with Ofgem, NESO (including RESP) and other Independent Stakeholder Groups as
appropriate.

e Publish an annual report confirming the ISG’s role and setting out its assessment of NGN’s
performance and its own effectiveness.

e The ISG scrutinises and challenges NGN’s delivery of the RIIO-GD3 Business Plan and, where
applicable, early planning activity for the next price control period.

On an ongoing basis the 1SG will also:

e  Scrutinise how stakeholder insight and innovation are embedded into operational and Board-level
decision-making, and how this is evidenced through delivery.

e Provide regular feedback to NGN on performance and delivery, particularly in areas not directly
monitored by Ofgem through regulatory reporting, including through structured deep dives,
observations of engagement activity and operational or in-field observations where appropriate.

e Identify new and emerging customer issues relevant for consideration during RIIO-GD3.

e  Review price control reopeners and uncertainty mechanisms where these are likely to have strategic
and customer impact.

e  Maintain structured deep dives on key topic areas between meetings.

e Pay periodic visits to operational sites to support ongoing alighment between NGN'’s strategic plan,
delivery activity and customer impact.

e For engagement events attended as observers, deep-dive contributors or similar roles, produce a
short observation note for circulation across ISG members and NGN to build a shared repository of
insight to support NGN and ISG reporting.

Full ISG meetings are held every two months. The frequency of meetings may increase where required
depending on workload or regulatory demand. Member-only sessions are conducted at each meeting to review
evidence received and to formulate agreed feedback.



The Chair engages with Ofgem, NESO and other relevant bodies in line with current practice and as required by
requests or agreed procedures, to share ISG insight and maintain alignment with wider regulatory and system
developments.

VCMI Governance Oversight

In RIIO-GD3, the ISG will fulfil the roles required of it within Ofgem’s Gas Network Vulnerability and Carbon
Monoxide Initiatives (VCMI) Governance Document.

The ISG will provide independent scrutiny and assurance of NGN’s delivery of vulnerability and carbon
monoxide initiatives in accordance with those governance requirements.

This will include:

e  Reviewing and challenging NGN’s approach, priorities and annual delivery plans for vulnerability and
carbon monoxide initiatives.

e Assessing alighment between identified customer need, stakeholder insight and delivery activity and
resource allocation.

e Monitoring transparency, proportionality and independence within VCMI governance arrangements.

e  Reviewing evidence of impact, additionality, collaboration and value for money.

e Ensuring appropriate declaration and management of conflicts of interest within governance
structures.

e  Providing formal independent commentary on VCMI delivery within the ISG Annual Report.

e Oversight of vulnerability and carbon monoxide activity delivered as business as usual continues in
parallel, with the ISG scrutinising NGN’s evidence and reporting against Ofgem requirements.

Where national VCMI governance structures apply, the ISG participates in line with the agreed arrangements.
The ISG VCMI subject matter expert attends National Steering Panel meetings and associated forums as
required in accordance with agreed national arrangements.

Future Customers

These ISG members form an integrated part of the Group and are appointed through a structured process.
They are supported through a formal onboarding pack and a mentoring framework, with experienced 1SG
members acting as mentors to support capability development, maintain corporate memory and ensure the
ISG operates as a learning organisation. These members participate in full meetings and deep dives, ensuring
future customer perspectives are embedded in the ISG’s work, including consideration of intergenerational
fairness in decisions relating to asset life, depreciation and decarbonisation pathways, the impact of policy
uncertainty on future billpayers, and how developments in data, digitalisation and Al may affect future system
users. These perspectives are reflected in the ISG’s challenge, scrutiny and reporting.

Exclusions to scope of ISG activities

The ISG will not:

e Beresponsible for designing or running NGN’s stakeholder engagement programme.

e Have decision-making powers.

e Discuss or review detailed financial topics such as cost of capital, treatment of debt or level of gearing.
e Scrutinise detailed matters relating to cyber, IT or physical security.

The ISG exists to provide independent scrutiny and challenge from a consumer perspective. Final decisions rest
with the NGN Board.



Accountability and conflict of interest

Each ISG member is expected to provide independent and constructive challenge based on their expertise and

insight.

ISG members do not represent organisations.

Members act solely in the public interest and must declare and manage conflicts of interest.

ISG members will comply with NGN’s policies on anti-corruption, privacy, data protection and confidentiality.
The ISG operates in accordance with the Nolan Principles of Public Life:

Principle Description

Selflessness ISG members should act solely in terms of NGN’s consumers and wider stakeholders.

Integrity ISG members must avoid placing themselves under any obligation to people or organisations
that might try inappropriately to influence them in their work. They should not act or take
decisions in order to gain financial or other material benefits for themselves, their family, or
their friends. They must declare and resolve any interests and relationships.

Objectivity ISG members must act and take decisions impartially, fairly and on merit, using the best

evidence and without discrimination or bias

Accountability

ISG members are accountable to NGN consumers and wider stakeholders for their decisions
and actions and must submit themselves to the scrutiny necessary to ensure this.

Openness ISG members should act and take decisions in an open and transparent manner. Information
should not be withheld from the public unless there are clear and lawful reasons for so
doing.

Honesty ISG members should be truthful.

Leadership ISG members should exhibit these principles in their own behaviour. They should actively

promote and robustly support the principles and be willing to challenge poor behaviour
wherever it occurs.

Appointment to and Composition of the Group

The ISG is made up of a Chair, 5-7 members, and 2 representing future customer (former Young innovation
council members). The ISG is formed of professionals with backgrounds across public, voluntary, academic and
commercial sectors reflecting expertise in:

e  Stakeholder engagement.

e Social inclusion, vulnerability and fuel poverty.

o Future customers

e Industrial and commercial customer interests.
e  Public and regulatory policy.

e |nnovation and customer outcomes.

e  Sustainability and environment.

e Commercial and economic strategy, value for money (SROI).

e Asset management, safety and resilience.
e Data, digitalisation and Al.
e People, workforce resilience, skills and DEI.

e Performance assurance and delivery scrutiny.

Membership is refreshed periodically through an open recruitment process overseen by the Chair and an ISG
subgroup. Contracts are time limited.

Junior ISG members are embedded within the structure to ensure representation of future customers.




Meetings
Meetings are held in person or via electronic means.

For a full meeting to be quorate, the Chair and at least four other members must be in attendance, with the
aim of including representation from both core members and Junior ISG members where practicable.

Member-only closed sessions are conducted at each meeting to review presentations and formulate agreed
feedback.

Structured deep dives are held between main meetings on priority themes.
Work Programme

An annual work programme will be developed to enable the ISG to fulfil its role and address the themes set out
above. It will include:

e Regular ISG meetings.

e Deep dives on strategic themes.

e Attendance at NGN stakeholder engagement events.

e  Engagement with Ofgem, NESO and other relevant bodies as required.

e The ISG retains oversight of and challenges the selection of research and innovation projects and
challenges the operational implementation of innovation outputs and how customer value is derived.

Key topic areas for the Group during RIIO-GD3 include:

e Transparency and stakeholder engagement: scrutiny of how NGN gathers, tests and uses customer
and stakeholder insight, and how this is evidenced through decisions and delivery across all GD3
areas.

e High quality of service from regulated firms (including innovation): customer service performance,
service standards, complaints, support for customers in vulnerable situations, VCMI delivery and
outcomes, and innovation that delivers measurable customer benefit.

e Infrastructure fit for a low-cost transition to net zero: whole systems, transition pathways,
decarbonisation scenarios, hydrogen and electrification implications, decommissioning and
disconnections readiness, and how transition risk is managed for current and future customers,
including environmental sustainability and delivery of the Environmental Action Plan where relevant
to transition outcomes.

e Secure and resilient supplies: safety and reliability, operational resilience, emergency response, asset
risk and long-term stewardship of the network, workforce resilience and supply chain readiness
including climate resilience as a core resilience strand.

o System efficiency and long-term value for money: cost efficiency, productivity and operational
performance, data and digitalisation enabled efficiency, and how NGN demonstrates long-term value
for money for billpayers.

In addition, the ISG will monitor delivery of NGN’s RIIO-GD3 Business Plan commitments throughout the price
control period, tracking business plan commitments against actual delivery, outcomes and evidence, and
challenging variances, risks and corrective actions as required.



Transparency

The ISG is independent of NGN and Ofgem. The Chair and ISG members take all reasonable steps to ensure this
independence is maintained and is evident to stakeholders, including through transparent governance, clear
reporting and robust conflict of interest management.

These Terms of Reference and associated governance arrangements provide transparency and assurance that
the Group operates at arm’s length from NGN.

The main ongoing output is the ISG’s Annual Assessment Report, which is publicly available and shared with
stakeholders.

The ISG annually assesses its effectiveness against agreed effectiveness criteria. This assessment is included
within the ISG Annual Report and summarises evidence of where the Group provides robust challenge and
where this influences NGN’s thinking, engagement and delivery.

The ISG’s effectiveness criteria are:

e Design and delivery of policies and programmes clearly reflect the challenges and issues raised by the
ISG.

e Asaresult of ISG involvement, stakeholder views have influenced, and have been properly considered
in, the design and delivery of work programmes (including NGN’s RIIO-GD3 commitments).

e NGN’s engagement with stakeholders has been influenced because of ISG scrutiny and challenge.

e The ISG has influenced NGN to perform in ways that have led to improvements to customer outcomes.

The ISG periodically reviews and, where appropriate, updates the effectiveness criteria to ensure they remain
relevant, support continuous improvement, and strengthen the effectiveness and independence of the Group.

Relationship with NGN

NGN is responsible for appointing and remunerating the Chair and members of the ISG and for providing
appropriate Secretariat support.

The ISG maintains regular engagement with senior management and the Chief Executive. The views and
recommendations of the Group are fed into NGN’s decision-making and assurance processes through senior
business leads and direct communication with the Board.

To ensure the ISG operates effectively and independently, clear working arrangements are in place covering:

e Development and agreement of the forward work plan.

e Attendance of relevant NGN executives and subject matter experts at ISG meetings and deep dives.
e  Visibility of business progress through regular performance reporting, dashboards and KPIs.

e The ability of the ISG to request information and clarification from NGN as required.

e  Clear and structured feedback from the ISG to senior management and the NGN Board.

These arrangements provide the ISG with the transparency, access and escalation routes necessary to fulfil its
role during RII0-GD3 while maintaining operational independence.



