Registered number: 03078711

British Gas Trading Limited

Annual Report and Financial Statements
for the year ended 31 December 2011

NEARHAY

‘L1IASJG2

HEARTRYRN

COMPANIES HOUSE

WEDNESDAY




British Gas Trading Limmted

Contents

Directors’ Report for the Year Ended 31 December 2011

Independent Auditers’ Report to the Members of British Gas Trading Limited
Profit and Loss Account for the Year Ended 31 December 2011

Balance Sheet as at 31 December 2011

Notes to the Financial Statements for the Year Ended 31 December 2011

Page




British Gas Trading Liruted

Drirectors’ Report for the Year Ended 31 December 2011

The Durectors present their report and the audited financial statements of Bnush Gas Trading Lirnuted (the * Company ) for the year ended 31
December 2011

Principal activities
The pnncipal acuvities of the Company are maximsing value from long term gas and power procurement contracts and the provision of gas
and electncity to homes and businesses (h the Umited Kingdom

Review of business and future developments

The downstream business faced very difficult market conditons in 2011 Sharply nsing wholesale commodity prices in the first half of the
year meant that the UK residential energy supply business had become loss making, necessitating a sigmficant increase i retail tanfis i
August Record rmid weather, both in the Spring and in the Autumn, led to a 21% reduction m average household gas consumpuon and a 4%
fall in average electncity consumpuion As a result, the average domestic customer bill was some 4% lower 1n 2011 than the year before,
despite the mcrease in unit pnces  The Company continues to broaden and develop its relationship with Botish Gas Services Lumuted,
offening customers combined energy and services products

The mudstream business recorded exceptional charges in cost of sales of £288,996k n respect of onerous contracts  £177.496k of these
charges related to onerous power station tolling agreements between the Company and other group undertakings  The remaming £111,500k
was recorded for a number of onerous European gas transportation capacity contracts, which are no longer unhised by the business following
the Group’s decision to exit Europe and close its German wholesale business

The Company’s prionty 1s to maintain the effictency of the business and to benefit fully from our scale and brand, wiile maintaimng hgh
levels of customer service  We remain commutted to leading the mmdustry i energy efficiency and enabling new technologies

The Company realised that it would not be able to pass through all of the commodity pnice 1ncreases outhned above to its customers  As a
result, the Company also reviewed 1is cost base as part of the commitment to remaiming competitive and efficient and an exceptional charge
of £102,782k was recogmsed in the year Of thus a charge of £63,100k relates to the migration of a significant suppher contract following 1ts
termination 1 December 2010  Additionally, an exceptional restructure charge of £39,682k was recorded mamly relating to staff reductions
following a Group-wide cost reductton programme, which 1s expected to take two years to complete

On 3 June 2011 the Company acquired a 50% share 1n Fairfield Bio Energy Ltd for consideration of £1  On the same date the Company
entered into a Joinl Venture Agreement with Bio Group Ltd and Fairfield Bio Energy Ltd  Dunng the year the Company made cash call
payments totaling £2,946k

On 31 December 2011, as part of an internal reorgamisation, British Gas Trading Limmited purchased 100% of the share capital of Hillserve
Limited from GB Gas Holdings Limiated in exchange for an intercompany receivable of £5,385k  On the same date, the Company also
purchased from GB Gas Holdings Linnted the trade and assets of ECL Investments Limited which included the trade and assets of ECL
Contracts Linited n exchange for an intercompany receivable of £4,205k  Following the transfer Hillserve Limited and ECL Investments
Limited declared and paid an interim dividend of £12,214k and £2,891k to the Company respectively The trading of these compames will
be taken on in British Gas Trading Lirmted from this date

Results and dividends
The resulis of the Company are set out on page 7

The profit on ordinary activities after taxation for the year ended 31 December 2011 15 £1,874,953k (2010 profit £ 554,868k}

On 27 September 2011 the Company received a dividend of £1,600,000k from Hydrocarbon Resources Limuted (2010 £mil) Subsequently,
the Company paid an mtenm dividend of £800,000k on 28 September 2011 1o its immediate Parent undertaking, GB Gas Holdings Limited
(2010 £ml) The Directors do not recommend the payment of a final dividend (2010 £ml)

Financial position
The financial position of the Company 15 presented 1 the Balance Sheet on page 8 Shareholder funds at 31 December 2011 were
£3,068,234k (2010 £1,978,676k)

Principal risks and uncertainties and financial sk management

The key nsks and uncertainties of the Company are the global economic downtum, demand reduction and exposure to movements in
commodity prices From the perspective of the Company, the principal risks and uncenamntes are mtegrated with the principal nisks of the
Centnca plc group (“the Group") and are not managed separately Accordingly, the pnncipal nsks and uncertainties of the Group which
include those of the Company are discussed on pages 36-40 of the 2011 Annual Report and Accounts of the Group which does not form part
of this report

The Directors have established objectives and policies for managing financial nisks to enable the Company to achieve uts long-term
shareholder value growth targets within a prudent nsk management framework These objectives and pohcies are regularly reviewed

Exposure to commodity pnce nsk, counterparty credit nsk and hquidity nsk anses 1n the normal course of the Company’s business and 1s
managed within parameters set by the Directors  An energy management team manages energy market pnce and volumetnic risks

The most significant financial nsk facing the Company relates to commodity pnices, in particular for gas and electncity  Commodity price
nisk anses as a result of contracted or forecast reta1l sales of gas and electrnicity not being fully matched by procurement contracts with
equivalent volumes, time penods and pncing  The nisk 1s pnmanly that market pnices for commedities will move adversely between the
times that sales prices are fixed or tanffs are set and the times at which the purchase costs are fixed, thercby potentially reducing expected
margins The Company's policy 1s to hedge a proportion of the exposure for a number of years ahead matched to the underlying profiles of
OUr CUSLOMET energy requirements




British Gas Trading Linmted

Directors’ Report for the Year Ended 31 December 2011 {(continued)

Principal risks and uncertainties and financial risk management (continued)

Certan procurement and sales contracts constitute denivauve financial instruments  The fair values of these contracts are subject to change
resulting from changes in commodity pnces, except for contracts which are indexed to the market poce of the commodity which 15 the
subject of the contract, and for which the pnice 1s not fixed in advance of delivery Refer to note 26 for details

Counterparty credit exposures are momitored by individual counterparty and by category of credit muing, and are subyect (o approved hmits
Exposure to credit nisk artses in the normal course of operations as a result of the potential for a customer defaulting on their payable balance
In the case of business customers credit nsk 1s managed by checking a company's creditworthiness and financial strength both before
commencing (o trade and dunng a busmess relaonsmp  For residential customers, creditworthiness 1s ascertained normally before
commencing {0 trade by reviewing an appropnate mix of internal and external wnformation  Ageing of debtors 15 monitored and used 1o
manage the exposure to credit nsk Management continue to recognise the potential impact from the economiic downtum on exisung debt and
the Company maintains 1ts program for improved credit management and cash collection processes 1o mitigate the bad debt nsk

Energy consumption continues to fall, dnven by 1mproved energy efficiency and changing customer behaviours as a result of greater
environmental awareness, fallout from past price increases and latterly the general economic downtum Reduced sales of gas and electncity
could have a sigmificant impact on the Company’s revenues and profits ovet the next decade Cash forecasts identifymg the hquidity
requirements of the Company are produced perodically and reviewed to ensure there 1s sufficient financial headroom for at least 2 12 month
penod

Key performance indicators (KPIs)

The Directors monttor performance of the mdivadual business umits that censutute Bnush Gas Trading Limited  KPIs relating to these
business umts such as the number of customer accounts, market share, consumption volumes and operating margins are included m the
Group’s 2011 Annual Report and Accounts on page 132 and 133 Additionally, the Group’s KPls such as customer trust and employee
engagement are also measured at the Company level and these are inctuded at group level in the Group s 2011 Annual Report and Accounts
on pages 12 and 13

Drrectors
The following served as Directors duning the year and up Lo the date of sigming of this report

P K Bentley

V M Hanafin

D Isenegger

C T P Jansen

CJ Stemn

1 P Cain (appomnted 7 February 2011}

A Netemeyer (appointed 7 February 2011)
J Forster (appointed 1 January 2012)

M R Uzielli (appointed 28 May 2012)

I Wood (resigned 7 February 2011}

M J Rowlands (resigned 12 December 2011)
A C J Cameron (resigned 28 May 2012)

Directors’ and officers’ habihity

In accordance with the Articles, the Company has granted a deed of indemmty, to the extent penmitted by law, 1o Directors and officers
Qualifying third party indemmity provistons (as defined by soction 234 of the Companies Act 2006) were 1n force during the year ended 31
December 201 | and remain in force

The Company also maintains directors and officers’ liability msurance for 1ts Dircctors and officers which has been purchased by the
ultunate parent company, Centrica ple, and was 1n place throughout the year under review The insurance does not provide cover 1n Lhe event
that the Director 1s proved to have acted fraudulently

Related party transactions

The Company has taken advantage of the exemptions within FRS 8 “Related party disclosures™ from disclosure of transactions with other
wholly-owned Centrica Group compames Except for any related party disclosures disclosed in the Group’s 2011 Annual Report and
Accounts, there have been no other disclosable related party transactions during the year (2010 £ml) Key management personnel and their
famlies purchase gas and electneity from the Company for domestic purposes on terms equal to those for other employees of the Group

Creditor pay ment policy
It 1s the Company’s policy to pay all of 1its creditors 1n accordance with the policies set out below Special contractual terms apply for gas and
clectricity supplies  For all other trade creditors, it 1s the Company’s policy 10

1} agree the terms of payment in advance with the supplter;
1) ensure that suppliers are aware of the terms of payment, and
) pay 1n accordance with contractual and other legal obligations

The number of days’ purchases outstanding as at 31 December 2011 was 48 days (2010 57 days)

Employ ntent policies

Dunng 2011, the Company employed an average of 13,575 people all employed i1n the United Kingdom (2010 11,104 people) The
disclosures surrounding the ‘Employee costs and the Average number of employees dunng the year (see note 5) relate to the Group's
employees that work in the Bnush Gas Trading Lumited business Not all of these employees have service contracts with Bnuish Gas
Trading Limited, because in some cases the contracts of service are with other Group compames  The Directors believe that the disclosures
given are the fairest representation of the staff costs for the business




British Gas Trading Lirtuted

Directors’ Report for the Year Ended 31 December 2011 (continued)

Employment polictes {continued)

The Company 15 committed to regular commumecation and consultatton with employees through bnefings, meetings, emails, informaticn
screens, annual roadshows with semor management, a Group-wide intranet and internal magazines and newspapers The Company aims to
create an environiment in which employees are fully engaged with the business objectives

The Company 1s commutted to pursuing equality and diversity in ali 1ts employment acuvities and continues to support imtatives to provide
employment for people from minomty groups in the commurmty, including people with a disabulity, carers and lone parents The Company 15
commutted to offenng equal opportunities (o all people with disabihties, ensunng that there 1s no discmmination i recnutment, promotion,
training, working conditions or dismussal, subject to health and safety considerations [f employees become disabled while in employment the
Company offers, whenever possible, appropniate support, retratung, equipment and facilities to enable their employment to continue

During 20t 1, the Group continued to build a strong safety culture, embedding safe behaviours and making sure each of the businesses has
the right systems in place to manage and address safety nisks In 2011, the Group provided the necessary support and training framework for
the top managers to help them understand the changes expected and their leadership role 1n achueving them  This extended to managers
withmn Bnush Gas Trading Limited

The Company's business pnnciples and policies set out standards of behaviour expected of 1ts employees in conducting business 1n an ethucal
way The Group, to which Bntish Gas Trading Limited belongs, encourages employee share ownership by operatng tax authonty-approved
share schemes open to all eligible employees, including executive directors

Political and charutable donations

Donations made to various chantable orgamsattons dunng the year amounted to £481k (2010 (restated} £35,300k} The pnor year has been
restated to exclude an amount related to the £50 credit for Essential tanff customers which was credited directly to customers and not to a
chantable organisation Included in 2010 chantable donations 1s an amount of £20,000k to the Briush Gas Energy Trust which supports
vulnerable customers and a £15,000k donation to the Energy for Tomomow Trust There were no pohtical donattons made dunng the year
(2010 £ml)

Statement of directors' responsibilities
The Directors are responsible for prepanng the Dhrectors report and the financial statements in accordance with apphcable law and
regulations

Company law requires the Direclors to prepare financial statements for each financial year Under that law the Directors have elected to
prepare the financial statements in accordance with United Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting
Standards and applicable law) Under company law the Directors must not approve the financial statements unless they are satisfied that
they give a true and fair view of the state of affawrs of the Company and of the profit or loss of the Company for that period  In prepanng
these financial statements, the Directors are required to

« select sutable accounting pohicies and then apply them consistently,

+ make judgements and accounting estimates that are reasonable and prudent,

= state whether applicable UK Accounting Standards have been followed, subject to any materal departures disclosed and explained 1n the
financial statements,

= prepare the financial statements on the gomg concern basis unless 1t 1s inappropnate to presume that the Company will continue n
business

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s transactions
and disclose with reasonable accuracy at any tme the finanmal position of the Company and enable them to ensure that the financial
statements comply with the Companies Act 2006 They are also responsible for safeguarding the assets of the Company and hence for taking
reasonable steps for the prevention and detection of fraud and other imegulanties

Disclosure of information to auditors

Each of the Directors who held office at the date of approval of this Darectors™ report confirm that so far as they are aware, there 15 no
relevant audit information of which the Company’s auditors are unaware, and that they have taken all the steps that they ought to have taken
as Directors to make themselves aware of any relevant audit information and to establish that the Company’s auditors are aware of that
informatron

Auditors
Pursuant to Section 487 of the Companies Act 2006, the auditors will be deemed to be reappointed and PnecewaterhouseCoopers LLP wiil
therefore continue 1n office

This report was approved by the board on 24 September 2012

For and on behalf of Centnea Secretanes Limited
Company Secretary

Company registered 1n England and Wales, No 03078711
Registered office

Millstream

Maidenhead Road

Windsor

Berkshire

5L4 5GD




British Gas Trading Linuted

Independent Auditors’ Report to the Members of Bratish Gas Trading Limuted

We have audited the financial statemenis of Bnush Gas Trading Lunited for the year ended 31 December 2011 which compnse the Profit
and Loss Account, the Balance Sheet and the related notes The financial reporting framework that has been applied tn their preparation 1s
applicable iaw and United Kingdom Accounting Standards (United Kingdom Generally Accepted Accountung Practice)

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibihities set out on page 5 the Directors are responsible for the preparation of
the financial statements and for being satisfied that they give a true and farr view Qur responsibility 15 to audit and express an opimion on the
financial statements 1n accordance with applicable law and International Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board s Ethical Standards for Auditors

This report, mncluding the opimons, has been prepared for and enly for the Company’s mmembers as a body 1n accordance with Chapter 3 of
Part 16 of the Compames Act 2006 and for no other purpose  We do not, in giving these opinions, accepl or assume responsibility for any
other purpose or to any other person to whom this repont 1s shown or into whose hands it may come save where expressly agreed by our prior
consent i wnting

Scope of the audit of the financial statements

An audit involves obtaining evidence about the amounts and disclosures 1n the financial statements sufficient to give reasonable assurance
that the financial statements are free from matenal misstatement, whether caused by fraud or ertor This includes an assessment of whether
the accounting policies are appropnate to the Company s circumstances and have been consistently apphed and adequately disclosed, the
reasonableness of sigmficant accounting estimates made by the Directors, and the overall presentaton of the financial statements In
addition, we read all the financial and non-financial information in the Annual Report and to identify matenal mconsistencies with the
audited financral statements 1f we become aware of any apparent matenal misstatements or 1nconsistencies we consider the implications in
our report

Opumen on financial statements
In our opinton the financial statements

+ give atrue and fair view of the state of the Company’s affairs as at 31 December 2011 and of 1ts profit for the year then ended,
» have been properly prepared 1n accordance with United Kingdom Generally Accepted Accounting Practice, and
* have been prepared 1n accordance with the requirements of the Compames Act 2006

Opinion on other matter prescribed by the Compamies Act 2006
In our opimon the information given in the Directors™ Report for the financial year for which the financial statements are prepared 15
consistent with the financal statements

Matters on which we are required to report by exception
We have nothing to report 1n respect of the following matters where the Compamies Act 2006 requires us to report to you 1f, i our gpimion

» adeguate accounting records havc not been kept, or returns adequate for our audit have not heen recerved from branches not visited by
us, or

+ the financial statements are not m agreement with the accounting records and retums, or

+  certamn disclosures of directors’ remuneration specified by law are not made, or

s we have not recerved all the information and explanations we require for our audit

Mgty Aot

Marguenta Martin (Semor Statutory Auditor)

For and on behalf of PricewatcrhouseCoopers LLP
Chartered Accountants and Statutory Auditors

9 Greyfnars Road

Reading

Berkshire

RGI 1JG

Lg'o September 2012




Brinsh Gas Trading Limuted

Profit and Loss Account for the year ended 31 December 2011

2011 2010
Note £000 £000

Turnever 2 12,786,308 12,785220
Cost of sales before exceptional items (10,961,002) (10,690,341)
Exceptional items 3 (288,996) (34,825
Cost of sales {11,249,998) (10,725,166}
Gross profit 1,536,310 2,060,054
Admunistrative expenses before exceptional tems (1,171,263) {1,344,534)
Exceptional items 3 (102,782) (43,000}
Admintstrative expenses (1,274,045) (1,387,534)
Operating profit 4 262,265 672,520
[ncome from shares in Group undertakings 6 1,615,105 -
[nvestment income 6 1,647 -
Interest receivable and similar income 7 22,553 10,559
[nterest payable and simlar charges 7 {3,581) (2,830)
Profit on ordinary activities before taxation 1,897,989 680,249
Taxation on profit on ordinary activities 8 (23,036) (125,381)
Profit on ordinary activities after taxation 23 1,874,953 554,868

There are no matenal differences between the profit on ordmary activities before taxation for the financial years stated above and their
histoncal cost equivalents

There have been no recogmsed gans or losses dunng the year other than those shown in the Profit and Loss Account, and therefore no
separate statement of total recognised gains and losses has been presented

All activities relate to continuing activities




British Gas Trading Limited

Balance Sheet as at 31 December 2011

Fixed assets

Intangible assets

Tangible assets

Investments - shares 1n subsidiary undertakings
Investments - associates and joint ventures
investments - other

Current assels

Stocks

Debtors (mcluding £34,185k (2010 £59,191k) due after one year)
Cash at bank and tn hand

Creditors (amounts falling due within one year)

Net current assefs

Total assets less current habilities

Creditors (amounts falling due after more than one year)
Prowisions for luabilities

Net assets

Capital and reserves

Called up share camtal

Share premmum account
Profit and loss account

Total shareholder's funds

The financial statements on pages 7 to 25 were approved and authonsed for i1ssue by the Board of Directors on 24 Scptember 2012 and were

signed on its behalf by
M R Uzielh
Dtrector

Company number 3078711

The notes on pages 9 to 25 form part of these financial stalements

Note

15,16
17

18,19

20

21
23
23

24

2011 2010
£000 £000
186,877 226,846
443,851 313,639
1,249,047 1,247,162
2,946 -
3,782 3342
1,386,503 1,790,989
186,397 136,799
3,744,344 2,695,267
17,085 15,200
3,947,826 2,847,356
(2,337,607 (2,455,482)
1,610,219 391,874
3,496,722 2,182,863
(3,318) (8,389)
(425,170) (195,798)
3,068,234 1,978,676
800,000 800,000
447,162 447,162
1,821,072 731,514
3,068,234 1,978,676




British Gas Trading Limated

Notes to the Finanaial Statements for the Year Ended 31 December 2011

1 Principal accounting policies
The following accounting policies have been apphed consistently in relation to the Company’s financial statements

Basis of preparation
The financial statements have been prepared on the going concern basis under the historical cost convention in accordance with Urnuted
Kingdom Accounting Standards and the Companies Act 2006

The Company 1s a wholly-owned subsidiary undentaking of GB Gas Holdings Limited, whtch s a wholly-owned subsidiary undertaking
whose ulttmate parent company 1s Centrica ple  The Company has taken advantage of the exemptions within FRS 1, "Cash flow statements™
{revised 1996}, from presenung a cash flow staternent, within FRS 2, "Accounuing for subsidiary undertakings” and s400 of the Compantes
Act 2006, from consolidating 1ts subsidiary undertakings and incorporating the results of its share of joint ventures and associates, and within
FRS 8, "Related panty disclosures”, from disclosing transactions with other wholly-owned group companies

Turnover

Tumover represents amounts receivable for goods and services provided 1n the normal course of business, net of trade discounts, value added
tax and other sales-retated taxes Tumnover 1s recognsed on the basis of energy supplied dunng the penod Tumnover includes an assessment
of energy supplied to customers between the date of the last meter reading and the year end {unread) Unread gas and electneity 1s estimated
using histoncal consumption patterns, taking into account the industry reconcihation process for total gas and total electrcity usage by
supplier, and 15 included 1n accrued energy income within debtors Al turover anses in the Umited Kingdom

Gas and power purchases and sales entered 1nto to opttrmuse the performance of gas production facilities and power generation facilities are
presented net within revenue

Cost of sales

Cost of sales includes the cost of gas and electneity purchased dunng the penod taking inte account the industry reconciliation process for
total gas and total electncity consumption by supplier, and related transportation, distnbution, royalty costs and bought in matenals and
services

Exceptional items

The items that the Company separately presents as exceptional are items which are of a non-recurnng nature and, m the judgement of the
Directors, need to be disclosed separately by virtue of their nature, size or incidence 1n order to present a clear and consistent presentation of
the Company s underlying business performance Items which may be considered exceptional 1n nature include disposals of businesses,
business restructunngs, onerous contracts and asset write-downs

Employee share schemes

The Company accounts for share-based payments under FRS 20 "Share based payments” The Centnica plc group to which British Gas
Trading Linuted belongs has a number of employee share schemes, detailed in the Remuneranon Report on pages 52-63 and 1n note 32 of the
Centrica ple 2011 Annual Report and Accounts, under which 1t makes equity-settled share-based payments 1o certain employees  Equaty-
settled share-based payments are measured at fair value at the date of grant (excluding the effect of non market-based vesting conditions)
The fair value determuned at the grant date 15 expensed on a straight-line basis together with a corresponding increase 1n equity over the
vesting penod, based on the Centnca plc group's estimate of the number of awards that will vest and adjusted for the effect of non market-
based vesting conditions

Fair value s measured using methods appropnate to each of the different schemes as follows

LTIS TSR award A Monte Carlo simulation to predict the total shareholder retum performance
Sharesave Black-Scholes
SAS and DMSS Market value on the date of grant

Foreign currencies

Monectary assets and habilites denominated in foreign cumrencies are translated into sterling at closing rates of exchange Exchange
differences are recogmsed through the profit and loss account Transactions 1n foreign currencies are translated at the rate of exchange maling
at the date of the transaction Foreign currency transactions which have not been settled at the Balance Sheet date are translated at the rate
prevatling at that date

Intangible fixed assets

Goodwill ansing on the acquisitzon of a business 1s mncluded n the Balance Sheet at cost, less accumulated amortisation and any provisions
for impairment  On the acquisition of a bustness, fair values are aunbuted to the assets and habiliies acquired  Goodwill, which represents
the difference between the purchase consideration and the fair values of those net assets, 1s capitalised and amortised on a straight-lime basis
over a pertod, which represenus the directors’ esumate of its useful econormic hfe  Goodwill 1s being amoruised ever penods ranging from 10
to 20 years If an undertaking 1s subsequently sold, the appropnate unamortised goodwill or goodwill wntten off to reserves 15 recogmsed
through the profit and loss account in the penod of disposal as part of the gain or loss on disposal

Acquisitions of a business from another group company are recorded using the panciples of merger accounung prospecuvely from the date
of the transaction Where the busmess 15 transferred from a subsidiary company, the mvestment in subsidiary has been reclassified to
goodwill since the company has suffered no loss of value as a result of the business transfer




British Gas Trading Limited

Notes to the Financizl Statements for the Year Ended 31 December 2011 (continued)

1 Principal accounting policies (continued)

Intangible fixed assets {(continued)

Granted CO2 enussions allowances received 1 a pennod are intially recogmised at nominal value (ml vatue} Purchased CO2 emissions
allowances are imtially recogmsed at cost (purchase price) within intangible assets A hability 1s recogmsed when the level of emissions
exceed the level of allowances granted The liabafity 15 measured at the cost of purchased allowances up to the level of purchased allowances
held, and then at the market price of allowances ruling at the Balance Sheet date, with movements n the hability recogsed in operating
profit The intangible asset 15 surrendered and the liability 15 utihsed at the end of the comphance perod to reflect the consumption of
economic benefits As a result no amortisation 1s recorded during the period  Impaimment of emissions allowances 1s recogmsed n cost of
sales

Purchased Renewable Obligation Certificates (*ROCs } are imitially recognised at cost within intangible assets A hability for the renewables
obligation 15 recognised based on the level of electneity supplied to customers, and is calculated in accordance with percemages set by the
UK Govemment and the renewable obligation ceruficate buyout price for that penod The intangible asset 1s surrendered and the habihity 15
utilised at the end of the compliance penod to reflect the consumption of economic benefit As a result no amortisation 15 recorded during the
penod

Tangible fixed assets
Tangible fixed assets are included 1n the Balance Sheet at cost, less accumulated depreciation and any provistons for impairment  The mitial
cost of an asset compnises s purchase price or construction cost and any costs directly attributable 10 bringing the asset wnto operation

In the case of investments i Customer Relationship Management (‘CRM’) systems and other technology infrastructure, classified as
software, cost includes contractors™ charges, materials, direct labour and directly attributable overheads Capitalisation begins when
expendrtures for the asset are being incurred and acuvities that are necessary to prepare the asset for use are 1n progress Capitalisation ceases
when substantially all the activittes that are necessary to prepare the asset for use are complete  Depreciation commences at the pomt of
commercial deployment

Tangible fixed assets are depreciated on a straight-line basis at rates sufficient to write off the cost, less estimated residual values, of
individual assets over their estimated useful lives  The depreciation periods for the principal categones of assets are as follows

Plant 510 20 years
Equipment and vehicles 3o 10 years
Sofiware Up 10 10 years

Property 15 camed in the Balance Sheet at cost or valuation Property is revalued by quahfied valuers on a regular basis using open market
value so that the carrying value of an asset does not differ sigmficantly from its fair value at the Balance Sheet date

Assct impairments

Intangible and tangtble fixed assets and financial assets are reviewed for impairments 1f events or changes in circumstances indicate that the
carrying amount may not be recoverable When a review for impairment 1s conducted, the recoverable amount s the higher of fair value less
costs 1o sell and value 1n use Value 1n use 1s determuned by reference to the net present value of expected future cash flows of the relevant
income generating unut or disposal value, 1f igher If an asset 15 impaired a provision 1s made to reduce the carrying amount to 1ts estimated
recoverable amount An impairment loss is recognised immediately as an expense

The value tn use calculations use cashflow projections based on the Group's intemal Board-approved three year business plans Cash flows
are discounted using a pre-tax discount rate specific to each cash-generating unit te determine the cash-gunerating unit's value 1n use, the rate
uscd was 7 5% (2010 7 6%)

Leases
Rentals under operating leases are charged to the Profit and Less Account on a straight-line basis over the lease term in relation to the
peniods 1n whech they fall due

Investments
Fixed asset mvestments are included n the Balance Sheet at cost, less any provisions for impairment as necessary  Investments clude
equity nterests 1n a joint veniure

Stocks

Stocks, excluding stocks of gas and oil and capitalised Carbon Emissions Reduction Target {(*CERT ) and Commumities Energy Saving
Programme ( CESP ) costs, are valued on a weighted average cost basis, at the lower of cost or esimated net realisable value after
allowance for redundant and slow moving items Stocks of gas and ol are valued on a weighted average bass, at the lower of cost and
estimated net realisable value See also policy on CERT and CESP below

Carbon Enussions Reduction Target (*CERT’) and Commumities Energy Saving Programme (*CESP’)

UK-hcensed energy suppliers are set a Carbon Enussion Reduction Target (‘CERT’) by the Govemment which 1s proportional to the size of
their customer base The current CERT programme runs from April 2008 to December 2012 The CERT targets have been amended from
Apnl 2011, to include individual sub-targets related to msulation and non-insulation based carbon reductions UK licensed energy suppliers
and electneity generators are required to contnbute to the Communiues Energy Saving Programme (‘CESP ) by the Govemment m
proportion to the size of their customer base and also the amount of electncity they generate The current CESP progrunme runs from
October 2009 to December 2012

The targets and contnbutions are subject to an annual adjustment throughout the programme penaod to take account of changes in the energy

suppher s customer base and amount of electricity gencrated Energy suppliers and generators can meet the target through expenditure on
qualifying projects which give nse to carbon savings The carbon savings can be transferred between energy suppliers and generators
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British Gas Tradwng Limited

Notes to the Financial Statements for the Year Ended 31 December 2011 (continued)

| Principal accounting pohicies (continued)

Carbon Enussiens Reduction Target CCERT’) and Commumnties Energy Saving Programme (*CESP’) (continued)

The Company charges the cost of the programmes to cost of sales with a provision recogmised where there 1s a deficit of relevant credits held
compared to the sub-target obligations accrued and capitahises the costs incurred 1n denving carbon savings 1n excess of the annual targets or
contnbution as stock The stock balance 1s valued at the lower of cost and net realtsable value and may be used to meet the sub-target
obligations 1n subsequent periods or sold to third partics The stock 1s included 1n fimshed goods and 15 carned on a weighted average basis
The obligation for the programme period 1s allocated to reporting peniods on a straight-hne basis as adjusted by the annual deterrminauon
process

Take-or-pay contracts
Where payments are made Lo external suppliers under take-or-pay obhgations for gas not yet taken, they are treated as prepayments and are
mncluded wittun debtors, provided they generate future economic benefits

Pensions

The Company's employees participate in a number of the Group's defined benefit pension schemes  The Company 1s unable to identify its
share of the underlying assets and lrabilities 1n the scheme on a consistent and reasonable basis and therefore accounts for the schemes asif
they were defined contrtbution schemes The charge to the Company's Profit and Loss Account i1s equal to the contnbutions payable to the
schemes n the accounting penod, which are based on pension costs across the Group as a whole The penston disclosures for the entire
Centrica group are disclosed in note 29 to the Centnca ple 2011 Annual Report and Accounts

Provisions

Provisions are recogmsed where the Company has a present obligation (legal or constructive) as a result of a past event, that can be measured
reliably, and 1t 1s probable that the Company will be required to settie that obligation Provisions are measured at the Directors’ best estumate
of the expenditure required to settle the obhigation at the Balance Sheet date, and are discounted to present value where the effect 1s matenal
Where discounting 15 used the increase 1n the provision due to the passage of ime 1s recogmised an the Profit and Loss Account and tcluded
within interest payable and similar charges

Provision for long term sales contracts

Prevision 1s made for the net present cost, nsing a nsk free discount rate, of expected losses on onerous long-term sales contracts  The
provision 1s based on the difference between the contracted sales price and the least cost of gas available on a stacked, contract by contract
basis

Provisions for long term purchase contracts

Provision 1s made for the net present cost, using a nsk free discount rate, of expected losses on onerous long-term purchase contracts The
provision 15 based on the difference between the contracted purchase price, including capacity payments where relevant, and the hughest sales
price for the expecied volumetric take of commodity

Provisions for onerous contracts

The Company has entered into a number of commodity procurement and capacity contracts related to specific assets mn the ordmary course of
1ts business  Where the unavoidable costs of meeting the obhigations under these contracts exceed the associated, expected fulure net
revenues, an onerous contract provision is recogmused  The calculation of these provisions will involve the use of estimates

The European gas transporiatich capacity contract onerous provision 15 calculated using the capacity costs meurred under the contracts, less
any predicted mncome The current year charge assumes that all contracts are onerous for the penod to 2018 but that post-2018 the remamung
capacities could stifl be necessary to secure supply of gas nto the UK Therefore no provision has been recognised relating to this latter
penod

The Company has entered 1nto a number of power station tolling agreements related to specific assets i the ordinary course of its business
Where the unavoidable costs of meeting the obligations under these contracts exceed the associated, expected future net revenues, an onerous
contract provision 1s recognised The calculation of these provisions will involve the use of estmates

Dwidend income
Dhrvidend income 15 recogmised when the nght to receive payment 1s established

Taxation
Current tax, including UK corporation tax, 1s provided at amounts expected to be paid (or recovered) using the tax rates and laws that have
been enacted or substantively enacted by the Balance Sheet date

Deferred tax 1s recogmsed 1n respect of iming differences that have onginated, but not reversed, at the Balance Sheet date where (ransactions
or events that result 1n an cbligation to pay more tax (n the future, or a nght to pay less tax 1n the future, have occurred at the Balance Sheet
date Timing differences are differences between the Company’s taxable profits and its results as stated in the financial statements that anse
from the inclusion of gams and losses 1n tax assessments i penods different from those 1n which they are recogmsed i the financial
statements

A deferred tax asset 15 regarded as recoverable and therefore recogrised only when, on the basis of all available evidence, 1t can be regarded
as more hkely than not that there will be sunable taxable profits in the foreseeable future from which the reversal of the underlying timing
differences can be deducted

Deferred tax 15 measured at the average tax rates that are expected to apply 1n the penods i which the tumung differences are expected 1o
reverse based on tax rates and laws that have been enacted or substantively enacted by the Balance Sheet date

Deferred tax 1s measured on a non-discounted basis
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British Gas Trading Limited

Notes to the Financigl Statements for the Year Ended 31 December 2011 (continued)

1 Principal accounting polictes (continued)

Financial instruments

Certain financial mstruments are used by the Company to manage financial nsks Gains and losses are recogmsed in the Profit and Loss
Account in the same penod as the income and costs of the realised hedged transactions OQutstanding contracts used to hedge aganst trading
items which themselves will be accounted for in a fiture penod, are not recognised, or are deferred unuil they mature and are carrred forward
to match aganst cormesponding gams and losses when they occur

Financial assets are included in the Balance Sheet at cost, less any provisions for impairment as necessary Ordinary shares are classified as
equity Incremental costs directly attnbutable to the issue of new shares are shown 1n equaty as a deduction from the proceeds received

The Company has not adopted FRS 26 or FRS 29 1n respect of the fair value of financial instruments  In accordance with the Compames Act
2006, the fair values of the Company's denivative financial instruments have been analysed in note 26

Cnitical accounting judgements and key sources of estimation uncertainty

(1) Revenue recognition - unread gas and electricity meters

Revenue for energy supply activities includes an assessment of energy supplied to customers between the date of the last meter reading and
the year end (unrcad) Unread gas and clectricity compnises both billed and unbilled revenue It 1s estimated through the billing systems,
using histoncal consumption patterns, on a customer by customer basis, taking mto account weather patterns and the differences between
actual meter reads being returned and system estimates Actual meter reads continue 10 be compared to system estimates between the
Balance Sheet date and the finalisation of the accounts An assessment 15 also made of any factors that are likely to matenally affect the
ulumate econome benefits which will flow 1o the Company, including bill cancellation and re-bill rates To the extent that the economic
benefits are not expected te flow to the Company, the value of that revenue 15 not recognised The judgements apphed, and the assumptions
underpiniing these judgements, are considered to be appropnate However, a change 1n these assumptions would have an impact on the
amount of the revenue recogmsed

(1) Industry reconcliation process — cost of sales

The industry reconcihiation process 1s required as differences anse between the estimaled guantity of gas and electneity the Company deems
to have supplied and billed customers, and the estimated quanuity the mdustry system operator deems the individual supphiers, including the
Company, to have supplied to customers  This difference i estimates of deemed supply 1s referred to as imbalance  The reconciliation
procedures can result i erther a higher or lower value of industry deemed supply than has been estimated as being supplied to customers by
the Company, but in practice tends to result in a hugher value of deemed supply by the industry system operators  The Company then
reviews the difference to ascertain whether there 1s evidence that 1ts estimate of amounts supplied to customers 15 tnaccurate or whether the
difference anses from other causes  The Company's share of the resulting imbalance 1s mcluded within commodity costs charged to cost of
sales Management estimates the level of recovery of imbalance which wiil be achmeved erther through subsequent customer billing or
through the developing industry settlement procedures

(tu) Recoverabihity of trade receivables
Provision for uncollectible trade recervables 1s made when there 15 objective evidence that the Company may not be able to collect the trade
receivable

2 Segmental analysis

All tumnover arose n the United Kingdom  £10,597,140k (2010 £11,144,618k) of the Company s tumnover relates to energy supply, the
prncipal activity of the business  Additional segmental analysis 1s disclosed within pages 74-78 of the Cenirica ple 2011 Annual Report and
Accounts

2011 2010
£000 £600
Encrgy supply

Residential customers 7,946,180 8,264,837
Business customers 2,650,960 2,879,781
10,597,140 11,144,618

Wholesale and industnal gas sales 2,189,168 1.640.602
12,786,308 12,785,220
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British Gas Trading Linuted

Notes to the Financial Statements for the Year Ended 31 December 2011 (continued)

3 Exceptional items

2011 2010
£000 £000

Provision for onerous gas procurement contract (1} - 34,825
Provision for onerous power station tolling agreements {u) 177,496 -
Provision for European onerous capacily contracts {111) 111,500 -
288,996 34,825

Suppher contract migration (1v) 63,100 43,000
Restructuring charges (v) 39,682 -
102,782 43,000

391,778 77,825

(1) On 1 October 2009 an onerous contract proviston was recognised for a gas procurement contract for which a two-year notice had been
served to termimate Exceptional charges of £ml (2010 £34,825k) were incurred, of which £ml {2010 £77,774k} 1s included 1n provisions
for other habilities and charges at the balance sheet date (see note 20)

{n) Durmng 2011 an onerous contract provision was recognised for onerous power station tolling agreements between the Company and other
group undertakings Exceptional charges of £177,496k (2010 £ml) were mcurred, of which £177,496k is included 1n provisions for other
Liabilities and charges at the balance sheet date (see note 20)

{in) Following the ultimate parent company's decision to exit Europe and close its German wholesale business, the Company recorded
exceptional onerous contract charges of £111,500k (2010 £ml) for a number of European gas transportatron capacity contracts, of which
£111,500k (2010 £n1l) 15 included 1 provisions for other labilities and charges at the balance sheet date {see note 20)

(1v) Exceptional charges of £63,100k (2010 £43,000k) have been recorded dunng 20i1 {ollowing the termination mn December 2010 and
subsequent migration of a significant supplier contract

{v) As a result of a Company-wide cost reduction programme leading 1o staff redundancies, an exceptional restructuning charge of £39,682k

was recorded dunng 2011 (2010 £ml) Additional information 1s disclosed in the Business Review on page 17 of the Centnca ple 2011
Annual Report and Accounts

4 Operating profit

Operating profit 1s stated after charging

2011 2010
Note £000 £000
Amortisation of goodwill 9 7,673 7,626
Impairment of enmssions allowances 9 3,118 15,281
Impairment of tangible assets 10 3,044 3,028
Depreciation
Owned tangtble fixed assets 10 41,088 42,661
Operating lease rentals
Plant, equipment and vehicles 8,630 4,688
Auditors' remuneration
Statutory audit 890 919

Auditors’ remuneration totalling £890k (2010 £949k) relates to fees for the audit of the 2011 UK GAAP statutory accounts of Bniish Gas
Trading Limuted and includes fees 1n relation to the audst of the IFRS group consohdation schedules, for the purpose of the Centnca Group
audit  Of the auditors’ remuneratton £m1 (2010 £30k) was borne by Centnca ple  Auditors’ remuneration totalling £114% (2010 £121%) n
relation to non-audit work 1n respect of the Company has been fully borne by Centnica ple

5 Durectors and employees

Average number of employees during the year
The average monthly number of employees, all employed tn the United Kingdom, during the year was 13,575 compared to 11,104 for 2010
Ali employees were admimistrative and sales staff

The disclosures surrounding the Employee costs and the Average number of employees duning the year’ include all Centnca Group
employees that work 1n the Briish Gas Trading Limited business Not all of these employees have service contracts with Bnush Gas
Trading Limited, because 1n some cases the contracts of service are with other Centnca Group companies  The Directors belteve that the
disclosures given are the farest representation of the number of people working in the business
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British Cas Trading Limated

Notes to the Financial Statements for the Year Ended 31 December 2011 {(continued)

5 Directors and employ ces {(continued)

2011 2010
(restated)
£000 £000
Employ ee costs

Wages and salanes 482,211 374,023
Social secunty costs 47,134 36,981
Other pension and retirement benefits costs 44,984 145229
Executive share option scheme - 194
Long term incentive scheme 2,663 5,999
Share incentive plan 1,094 711
Employee sharesave scheme 2315 1,810
Share award scheme 4,350 3,349
Deferred and matching share scheme 4,162 4,172
588,913 572,468

Employee costs for 2010 have been restated to include amounts charged to cost of sales dunng 2010 but were omitted from the disclosure
note

Directors’ emoluments
The aggregate emoluments paid to directors 1n respect of their qualifying services were £1,470k (2010 £895k) The aggregate value of
company contnbutions paid to a pension scheme 1n respect of directors’ qualifying services were £102k (2010 £47k)

There were 6 directors (2010 6) to whom retirement benefits are accnuing under a defined benefit pension schemes and 2 directors (2010 2)
to whom retirement benefits are accruing under money purchase pension schemes

There were 2 directors (2010 4} who exercised share options relaung to the ulumate parent company and 6 directors (2010 4) who received
shares 1n the ulumate parent company in respect of their qualifying services under a long-term incentive scheme

The highest paid director received emoluments of £315k for services to the Company (2010 £330k) and the company contnbuted £27k
{2010 £21k) to their pension scheme  In both the current and pnor year the highest paid director received shares n respect of qualifying
services under a long-term incentive scheme and exercised share options

P K Bentley and V M Hanafin are directors of Centnica ple, the ultimate parent company Their emoluments and penston contnbutions n

respect of therr services to British Gas Trading Limated are £ml (2010 £ml) Detauls of therr overall remuneration are included in the 2011
Centnca ple Annual Report and Accounts on pages 52 1o 63

& Investment income

2011 2010

£000 £000

Dvidends recerved from group undertakings 1,615,105 -
Dividends received from other investments 1,647 -
1,616,752 -

A dividend of £1,600,000k (2010 £ml) was received during the year from a group undertaking, Hydrocarbon Recources Limited
Following the purchase of Hillserve Limited and ECL Investments Limted on 31 December 2011, dividends of £12,.214k and £2.891k
were received respectively

Dividend income of £1,647k was recetved from an investment m a carbon fund and managed account

7 Net interest

2011 2010
£000 £000
Interest receivable and similar income
Notional interest ansing on discounted items - 562
Interest receivable from Group undenakings 17,289 7940
Other interest recewvable 5,264 2,057
22,553 10,559
Interest payable and strmlar charges
Interest payable on bank loans and overdrafts - 21
Notional interest ansing on discounted items (3,032) (1,821
Other interest payable (549) (988)
(3,581) (2,830)
Net interest recervabie 18,972 7729
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British Gas Trading Limited

Notes to the Financial Statements for the Year Ended 31 December 2011 (continued)

8. Tax on profit on ordinary activities

2011 2010
(a) Analysis of tax charge in the penod £000 £000
The tax charge compnises
Current tax
United Kingdom corporation tax at 26 5% (2010 28%) 43,649 110,025
Adjustments 1n respect of pnor years (24,096) 6,977
Total current tax 19,553 117,002
Deferred tax
Effect of change to deferred tax rate 582 kY]
Ongination and reversal of ttmung differences 3119 7,923
Adjustments 1n respect of prior years (218) 35
Tax on profit on ordinary activities 23,036 125,381

b) Factors affecting the tax charge for the penod

The tax assessed for the year differs from that calculated at the standard rate of corporatton tax in the UK (26 5%) The differences are
explained below

2011 2010
£000 £000
Profit on ordinary activities before tax 1,897,989 680,249
Tax on profit on ordinary activities at standard UK corporation tax rate of 26 5% (2010
0,
8%) 502,967 190,470
Effects of
Expenses not deducuible for tax purposes 1,699 1,700
Dividend income not taxable (428,439) -
Capntal allowances in excess of depreciation (12,742) (8,749)
Uulisation of timing differences 7,704 792
Group rehef for nil consideration (24,916) (68,801}
UK UK transfer pnicing adyjustments (2,624) (5,387}
Adjustment to tax charge i respect of previous periods (24,096) 6,977
Current tax charge for the period 19,553 117,002

A number of changes to the UK corporation tax system were announced 1n the March 2011 and the March 2012 Budget Statements The
man rate of corporation tax was reduced from 28% to 26% from | Apnl 2011 and was substantively enacted on 29 March 2011 A further
reduction to 25% from | Apnl 2012 was substantively enacted on 5 July 2011 and 1s therefore taken mto account in these financial
statements and a further reduction to 24% from 1 Apnl 2012 was substantively enacted on 26 March 2012 Further reductions to the mamn
rate are proposed to reduce the rate by 1% per annum to 22% by 1 Apnl 2014 Beyond the reduction to 25%, the changes had not been
substantively enacted at the Balance Sheet date and, therefore are not included 1n these financial statememts The impact of these proposed
further reductions on the deferred tax balances 1s not expected to be matenal
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British Gas Trading Limited

Notes to the Financial Statements for the Year Ended 31 December 2011 (continued)

9 Intangible fixed assets

Cost

I January 2011

Additions

Disposals

Reclassificauon from investments 1n subsidiary undentakings {1) (note 11)
At 31 December 2011

Accumulated amortisation

1 January 2011

Impairment recogmsed in cost of sales {(n) (note 4)
Charge in the year (note 4)

Surrender

At 31 December 2011

Net book value
At 31 December 2011

As at 31 December 2010

Enussion

allowances and

rencwable

obligation
Goodwll certificates Total
£000 £000 £000
125,724 169,218 294,942
4254 195,045 199,299
- (251,093) (251,093)
7,780 - 7,780
137,758 113,170 250,928
{52 815) (15,281) (68,096)
- (3,118) (3,118)
(7.673) - (7.673)
- 14,836 14,836
{60,488) (3,563) 64,051)
77,270 109,607 186,877
72,909 153,937 226,846

(1) Goodwill arose on the acquisition of the trade and assets from subsidiary companies  The acquisition was recorded on the principals of
merger accounting and the invesiment has been reclassified to goodwill since the Company has suffered no loss of value as a result of the
business transfer The acquired goodwill anses on acquisition and 1s amortised over 10 years from | January 2012 Goodwill arose as a
result of the following acquisitions of trade and assets ECL Investments Limited, ECL Contracts Limited and Hillserve Limited  See note

11 for further detals

() A £3,118k (2010 £15,281Kk) impatrment of etmissions allowances was recognised within cost of sales to reflect a reduction in farr value
(less costs to sell} as a result of a decrease 1n market pnices Thus was offset by a reducuon in the obligatton related to emission allowances of
£3, 118k (2010 £15.281k) to mve a net effect on the profit and loss account of £n1l (2010 £rul)

Year of
acquisition

Trade and assets of Enron Direct

Gas customers and gas supply agreements from Total Fina Eif
Trade and assets of Electricity Direct

Gas customers and gas supply agreements from Total Fina Eif
Trade and assets of Cool Planct

ECL Investments Limited and ECL Contracts Limited
Hillserve Linmted
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2001
2005
2005
2006
2010
2011
2011

Economic
life

15
20
15
20
10
10
10

Carrying

Original cost amount
£000 £000
56,962 18 673
8,746 6,086
24,903 14,942
34,663 25,130
450 405
5519 5519
6,515 6,515
137,758 77,270




British Gas Trading Limuted

Notes to the Financial Statements for the Year Ended 31 December 2011 (continued)

10 Tangble fixed assets

Plant,
Freehold land equipment and
and buldings Software vehecles Total
£000 £000 £000 £000
Cost
1 January 2011 - 669,214 111,670 780,884
Additions 659 140,271 34,151 175,081
Iisposals - (3,756} (764) (4,520)
Transfers - 1,725 (1,725) -
At 31 December 2011 659 807,454 143,332 951,445
Accumulated depreciation
| January 2011 - (398,880 (68,365) (467,245)
Impairment {note 4) - (3,000) (44) (3,044)
Charge for the year {note 4) - (31,932) (9.156) (41,088)
Dhsposals - 1,756 27 3,783
At 31 December 2011 - (430,056) (77,538) (507,594)
Net book value
At 31 December 2011 659 377,398 65,794 443,851
At 31 December 2010 - 270,334 43,305 313,639
11 Fixed asset investments — shares 10 subsidiary undertakings
Shares in
subsidiary
undertakings
Cost and net book value £000
Asat | January 2011 1247162
Addsons 9,665
Reclassification to goodwill (note 9) {1,780y
At 31 December 2011 1,249,047

The Directors believe that the carrying value of the investments 1s supported by their underlying net assets

Dunng the year the Company purchased 100% of the share capital of Hillserve Limited and ECL Investments Limited from GB Gas
Holdings Limited for £5,385k and £4,205k respectively Subsequent to this, as part of an internal reorgamsation, the Company purchased the
trade and assets of Hillserve Limited and ECL Investments Limited Prior to acquisition of ECL Investments Limited had used the pnncipals
of merger accounting to purchase the trade and assets of its subsidiary entity ECL Contracts Limited  The consideration payable for the trade
and assets of Hillserve Limited as £12,214k and the book value of the company was £11,083k The consideration payable by the Company
for the consolidated trade and assets of ECL Investments Linited was £4,701k and the aggregate book value of the assets was £3,955k

Under the pnincipals of merger accounting, the wnte down of the cost of investments was reclassified to goodwill as the Company suffered
no loss of value as a result of the business transfer

At 31 December 2011 the Company had interests in the 1ssued share capital of the subsidiary undentakings listed below

Subsidiary undertaking Business Country of incorporation Proportion of nomnal
value of shares held

Hydrocarbon Resources Lumited  Gas Production Unuted Kingdom 100 %

ECL Investments Limited Dormant Unuted Kingdom 100 %

ECL Contracts Limited Dormant Umited Kingdom 100 %

Hillserve Limrted Non-trading United Kingdom 100 %

Electnicity Direct (UK} Limuted Dormant Umited Kingdom 100 %
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British Gas Trading Limited

Notes to the Financial Statements for the Year Ended 31 December 2011 (continued)

12 Fixed assel investments — associates and joint ventures

Cost and net book value £000
At 1 January 2011 -
Additions 2,946
At 31 December 2011 2946

The Directors behieve that the carrying value of the investments 1s supported by their underlying net assels

At 31 December 2011 the Company had interests in the 1ssued share capital of the jont ventures listed below

Joint venture Business Country of incorporation Proportion of nominal
value of shares held

Farrfield Bio Energy Ltd Renewable energy United Kingdom 50%

On 3 June 2011 the Company acquired a 50% share in Fairfield Bio Energy Ltd for consideration of £1  On the same date the Company
entered 1nto a Joint Venture Agreement with Bio Group Ltd and Fairfield Bio Energy Ltd During the year the Company made cash call
payments totalling £2 946k to Fairfield Bio Energy Lad

13 Fixed asset investments - other

2011 2010
£000 £000
At 1 January 2011 3,342 3,193
Additrons 440 149
At 31 December 2011 3,782 3,342

During 2011 the Company continued 10 mvest 1n a carbon fund and managed account which 15 managed through a closed-end limited
partnership called Chmate Change Capital

The directors believe that the carrying value of the investments 1s supported by their underlying net assets

14 Stocks
2011 2010
£000 £000
Gas m storage 103,436 31,313
Other raw matenals and consumables 12,910 9,881
Certificates held n stock 70,051 95,605
186,397 136,799

The difference between purchase price or production cost of stocks and thetr replacement cost 1s not materal
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British Gas Trading Limuted

Notes to the Financial Statements for the Year Ended 31 December 2011 {continued)

15 Debtors
2011 20m 2010 2010
Within one year After more Within one year After more than
than one year one year
£000 £000 £000 £000
Trade debtors 919,113 - 914,159 -
Accrued energy income 887,194 - 1,095,515 -
Amounts owed by group undenakings 1,605,714 - 347,361 -
Deferred tax (note 16) 2,407 4,132 3,944 6,078
Other debtors 230,420 - 152,935 -
Prepayments and other accrued income 64,711 30,053 122,162 53,113
3,710,159 34,185 2,636,076 59,191
Total due withan one year and due after one year 3,744,344 2,695,267

The amounts owed by Group undertakings include £1,648 Om (2010 £673 7m) from Centnca ple which 15 interest-beanng, this 1s off-set by
£95 1m non-nterest beanng amount payable (20i0 £361 4m) due to Centnica plc  interest 1s calculated using a quarterly rate determined by
Group Treasury and hnked to the Group cost of funds The quarnterly rates ranged between 1 71% and 2 71% per annum dunng 2011 (2010
132% and 2 11%) Interest owed by group undertakings was £ml {2010 £4 9m) from Centnca ple These balances are unsecured and

payable on demand

The remaining amounts included 1n Group undertakings are mnterest-free, unsecured and repayable on demand

16 Deferred taxation

Deferred corporation tax
- accelerated capital allowances
- other timing differences

Deferred tax assets at 25% (2010 27%)
compnse

Deferred corporation tax
- accelerated capital allowances
- other tming differences

There ar¢. no amounts of deferred tax unrecognsed (2010 ml)

17 Cash

Cash at bank and 1n hand

-19-

At | January Profit and loss At 31 December
2011 charge/ (credit} 2011
£000 £000 £000

5,857 11,73¢ 17,587
(15,879 {8,247} (24,126}
(10,022) 3,483 (6,539)

Amounts Amounts
recognised recognised
2011 2010
£000 £000
17,587 5,857
(24.126) (15,879
(6,539) (10,022)
2011 2010
£000 £000
17,085 15,290




British Gas Trading Limited

Notes to the Financial Statements for the Year Ended 31 December 2011 (continued)

18 Bank loans and overdrafts

Bank loans and overdrafis

2011 2010
Withtn one year Within one year
£000 £000

19,268 2.639

The Company’s bank averdrafl at the year end (s unsecured and represents siems i the process of being cleared by the bank  Centrica ple’s
treasury department pools funds duly and via mtercompany accounts resets the Company s balance at the bank to £ml  All interest charges
payable on the bank overdraft dunng the penod are bome by the parent undertaking

19 Other creditors

Trade creditors
Amounts owed to group undertakings
Taxation and social secunty
Other creditors
Accruals and deferred income
Transportation
Other accruals and deferred 1ncome

2011 2011 2010 2310
After more After more

Within one year than ene year Within one year than one year
£000 £000 £000 £000
748,087 - 714,010 -
226,980 - 481,598 -
30,237 - 54,251 -
805,867 - 699,159 -
92,048 - 78,397 -
415,120 3318 425,428 § 389
2,318,339 3318 2,452,843 8 389

[ncluded within amounts owed to Group undertakings 1s interest payable to Centrica ple of £ml (2010 £mi) The mterest 1s calcutated using a
quarterly rate detenmined by Group Treasury and hinked 10 the Group cost of funds The quarterly rates ranged between 1 71% and 2 71%
per annum duning 2011 (2010 1 32% and 2 11%) The interest bearing amount owed to Centrica ple at 31 December 2011 was £ml (2010

£ml)

The remamning amounts owed to Group undertakings are interest-free, unsecured and repayable on demand

Total creditors
Bank loans and overdrafts
Total other creditors

20 Provistons for lrabiities

Sales contract loss provision
Renegotiation provision
Restructurning costs

Purchase contract loss provision
European capacity contract provision
Other

2011 2011 2010 2010
After more Alfter more
Within one year than one year Within one year than one year
£000 £000 £000 £000
2,318,339 38 2,452,843 8,389
19,268 - 2,639 -
2,337,607 3,318 2455482 8,389
Atl Profit and At 31
January Unused and  loss charge/ Notional December
2011 reversed (crednt) interest Utihsed 1011
£000 £000 £000 £000 £000 £000
64,064 (10,954) - 3,032 (2,371) §3,771
26,644 - - - - 26,644
20,100 (3.773) 102,782 - (71,644) 47,465
71,774 (4,854) 178,385 - {72,920) 178,385
- - 111500 - - 118,500
1216 - 1,420 - (1231) 1405
195,798 (19,581) 394,087 3,032 (148,166) 425,170
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20 Prowistons for liabilities (continued)

Sales contract loss provision

The sales contract loss proviston represents the net present cost, using a nsk free discount rate, of expected losses on onerous long-term sales
contracts based on the difference between contracted sales prices and the least cost of gas available on a stacked, contract by contract basis
The provision 1s expected to be utilised between 2012 and 2015

Renegotiation provision

In previous years, the Group renegottated certain long-term take-or-pay contracts which would have resulted 1n commmitments to pay for gas
that would be 1n excess of requirements and/or at pnices above hkely market rates The provision represents the net present cost of estimated
payments due to supphiers as consideration for the renegotiations, based on the reserves in a group of third-pany ftelds The closing balance
1s expected to be part-utthsed in 2012 and part-utilised 1n 2016

Restructuring costs

The brought forward provision represents business restructunng costs i relation to a contract termination and associated transition of
activities to other third party supphers  An exceptional charge of £63,100k n respect of the contract migration was charged dunng 2011 (as
explaned 1n note 3)  Addittonally an exceptional restructuning charge of £39,682k was recorded 1n 2011, manly relating to staff reductions
following a Centnca ple Group-wide cost reduction programme, which 15 expected to take two years to complete

Purchase contract loss provision

The brought forward purchase contract loss provision relates to an onerous gas procurement contract  £72,920k of this provision was utihised
over the penod to termination 1in Oclober 2011, with the remarming £4,854k being unused and reversed on termmation A charge of £839k
dunng the year relates 1o two onerous gas storage contracts and 15 expected 1o be utihised duning 2012 In addition, a provision of £177 496k
was recorded for onerous power station tolling agreements between the Company and other group undertakings  This proviston 1s expected
to be utihsed dunng 2012

European onerous capacity contract provision

As a result of the Group’s decision to withdraw from Europe, the Company recorded exceptional onerous contract charges of £11 1,500k for a
number of European gas transportation capacity contracis {(as explained n note 3)  The majonty of the provision 1s expected to be utihsed by
2018

Other

The brought forward provision relates to employer’s national insurance charges expected to anse at exercise dates on employee share
schemes Charges in the year pnmanly relate to legal claims and the timing of when these ought be settled 15 currently uncertain

21 Called up share capital

201 2010
£000 £000
Issued, allotted and fully paid
800,000,100 ordinary shares of £1 each (2010 800,000,100 ordinary shares of £1 each) 800,000 800,000

22 Share based payments

(a) Summary of principal share-based pay ment plans and movements in the number of shares and options outstanding

Employee share schemes are destgned to encourage participants to align their obyectives with those of shareholders The Company
participates in seven employee share schemes which gave nse to a charge of £14,584k {2010 £16,235k) which represents 2 5% (2010 2 9%)
of employee costs  Over 75% of this share-based payment charge arose from three schemes Long Term Incentive Plan (LTIS), Deferred and
Matching Share Scheme (DMSS) and the Share Award Scheme (SAS)

Share Award Scheme (SAS) i

Under the SAS, allocations of shares in Centnca ple are made to selected employees at middle management levels, based on
recommendation by the Group Chief Executive and the Group Dhirector, Human Resources There 1s no contractual ehgibihity for SAS and
each year’s award 15 made independently from previous awards Allocations are subject to no performance conditons and vest
uncondrtionally subject to continued employment within the Group (except where penmutted by the rules of the scheme) in two stages — half
of the award vesting after two years, the other half vesung after three years On vesting, additional shares are awarded or a cash payment 1s
made to reflect dividends that would have been paid on the allocations dunng the vesting penod The farr value 1s therefore considered to be
the market value at date of grant

Leng Term Incentive Scheme (LTIS)

Under the LTIS, allocations of shares mm Cemtrica pic are generally reserved for employees at senior management level The number of shares
to be released 1o participants 1s calculated subject to the Company's total sharcholder retum (TSR) and carmngs per share (EPS) growth
during the three years following the grant date Shares are released to participants immediaiely following the end of the pertod in which
performance 1s assessed, however release of shares 1s subject to continued employment within the Group at the date of release The vesting
of half of each award 1s made on the basis of TSR performance and 15 valued using a Monte Carlo simulation mode! The vesting of the
remaining half of awards 1s dependent on EPS growth This 1s a non-market condiion under FRS 20 and therefore the fair value of these
awands 1s considered to be the market value at the grant date  The likelihood of achieving the performance condions 1s taken 1nto account 1n
calculating the number of awards expected to vest
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22 Share based pay ments (continued)

Deferred and Matching Share Scheme (DMSS)

Awards under the DMSS are generally reserved for employees within the semtor executive group Under normal conditions the grant date of
the scheme 15 the first day of each bonus year This is followed by a vesting period of four years, being the bonus year plus a three-year
performance pertod The fair value of the award reflects the market value of the shares at the grant date The scheme compnses three separate
clements

a) Deferred shares

The scheme automatically requires participants to defer between 20% and 40% of their annual pre-tax bonus nto the scheme The shares are
held n trust over the three-year performance perod, duning which ume they cannot be withdrawn An employee who leaves prior to the
vesuing date will forfeit their nght to the shares {except where permitted by the rules of the scheme) All shares held m trust will be ehigible to
recerve dividends

b) Investment shares

The scheme allows participants to elect to invest an additional amount of their annual bonus 1nto the scheme up o a maximum of 50% of
their total potential bonus for the year This 50% himit includes the pre-tax amount automatically deferred each year The shares may be
funded directly from the employee and thus the shares do not attract an FRS 20 charge  An employee who leaves pnor to the vesting date
will retain their investment shares

¢} Matchmg shares

Defemred and investment shares will be matched with conditional matching shares, which will be released upon the achievement, over a
three-year performance pertod, of three-year Group economuc profit perdormance targets Group economic profit 15 calculated by taking
adjusted Group operating profit after 1ax and subtracting a charge for capnal employed based on the Group's weighted average cost of
capital Further information on the operation of the DMSS and related performance conditions can be found on pages 58 to 60 of the Centnca
ple 2011 Annual Report and Accounts The hkehhood of achieving the performance conditions 15 taken 1nto account in calculating the
number of awards expected to vest Estimates are made in year one and revised in subsequent years  An employee who leaves pnor to the
vesting date will forfeit thewr night to the shares (except where penmitted by the rules of the scheme)

A reconcibation of total number of shares allocated under these three schemes 15 as follows

Number of shares in thousands 2011 2010
Balance at start of year 18,981 15,644
Granted 6,832 7,055
Released (1) (2,715) (2,647)
Forfeited (1,155) (2,239
Transfers (215) 1,168
Balance at cnd of year 21,718 18,981

{1) For shares released dunng the period the weiphted average share price was £3 30 (2010 £2 96}

(b) Fair values and associated detmls of shares granted under the principal schemes

2011 2010

SAS LTIS DMSS SAS LTIS DMSS

Number of equity mstruments granted (in thousands) 1,319 4228 1,285 1,360 4227 1,468
Weighted average fair value at grant date £3.32 £240 £3132 £297 £240 £332
Vesting period 25 years 3 years 4yecars 2 5years 3 years 4 years
Expected volatility n/a 23% nfa nfa 30% n/a
Expected forfeiures 18% 16% 6% 18% 20% 10%
Rusk-free rate n/a 19% n/a n‘a 1 8% n‘a
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23 Reserves

Share premum

Profit and loss

account account
£000 £000
At 1 January 2011 447,162 731,514
Profit for the financial year - 1,874,953
Dividends paid - (800,000)
Employee share option schemes - vatue of services provided - 14,605
At 31 December 2011 447,162 1,821,072
The profit and loss account can be further analysed as follows
, Capital
contribution Profit and loss
reserve Other account
£000 £000 £000
At 1 January 2011 62,488 669,026 731,514
Profit for the financial year - 1,874,953 1,874,953
Dividends paid - (800,000) (800,000}
Employee share option schemes - value of services provided 14,605 - 14,605
At 31 December 2011 77,093 1,743,979 1,821,072
The capital contnbution reserve relates 10 amounts ansing on the 1ssue of share options to employees
24 Reconciliation of movements in shareholder’s funds
2011 2010
£000 £000
At 1 January 1,978,676 1,407,573
Profit for the financial year 1,874,953 554,868
Dhividends pard (800,000) -
Employee share option schemes - value ot services provided - 14,605 16,235
At 31 December 3,068,234 1,978,676
An intenm dividend of £800,000k (2010 £rul) was paid on 28 September 2011
25 Commtments and contingencies
2011 2010
£000 £000
a)} Commutments 1n relation to the acquisition of intangible assets
Renewable obligation certificates 2,150,801 1,776,595
Carbon emusstons certificates 6,109 12,828
Certified emission reduction certificates 56,311 84,974
Other 14,362 17,441
2,227,583 1,891,838
201 2010
£000 £000
b) Commutments in relatton to other contracts
Transportation capacity 446,574 603,591
LNG capacity 843,840 629,260
Carbon ermission reduction target measures 11,562 18,960
Community energy saving programime 72,513 44,542
Levy exemption certificates 78,418 13,071
Customer loyalty points scheme 87,680 -
Outsourcing of services 36,693 69,443
Other 2,815 19,512
1,580,095 1,398,379
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25 Commitments and contingencies (continued)

¢) Lease commitments
At 31 December 2011, the Company had annual commtments under non-cancellable operating leases for plant, equipment and vehicles
expiring as follows

2011 2010
£000 £000

Within one year 547 653
Between two and five years 7897 4,878
After five years - -
8,444 5531

d) Pensions
The majonty of the Company's UK employees as at 2011 were members of two of the three main schemes n the Centrica ple Group, the Centrica
Pension Scheme, the Centnca Engineers Pension Scheme and the Centrica Management Pension Scheme

Dunng the year, the Centnica ple Group announced changes to the terms of the final salary sections of the Centrica Engineers Pension
Scheme and the Centrica Pension Plan with the changes taking effect from 1 January 2012 and 1 March 2012 respectively Employees’
annual increases tn pensionable pay will be capped to 2% and annual increases in respect of future years” service for pensions 1n deferment
will be the lower of CPland 2 5%

Except for the defined contribution section of the Centrica Pension Scheme, the three main pension schemes are defined benefit schemes and
therr assets arc held 1n separate trustee admintstered funds  However, it 15 not possible on a reasonable and consistent basis to idenufy the
Company's share of the underlying assets and habilhities within these schemes, and therefore, as allowed within FRS17, these schemes have
been treated as defined contribution schemes  The aggregate contnbutions to the schemes dunng the year were £45 mlhon (2010 (restated)
£1452m) The amount outstanding at the Balance Sheet date was £ml (2010 £m]) The latest actuanal valuation of the schemes, updated
for the purposes of FRS17 show a total surplus of £249m, £187m net of deferred tax (2010 a total deficat of £130m, £95m net of deferred
tax) These pension schemes are included on a consohdated basis within the Group accounts of Centnica plc as prepared under IFRS

The habilities under the pension schemes will be paid out over an extended pertod  The Company 1s conttibuting to the penston fund on the basis of
actuanal advice as to the amounts required to meet these liabiities n full  This actuanal advice 1s based on funding valuations camed out at least
triennaally, the last of which was as at 31 March 2009, the 31 March 2012 valuation has not yet been completed

e) Guarantees and itdemmities

In connection with the Centnca plc group's energy trading, transportation and upstream activities, certain Centrica plc group companues,
including Brtish Gas Trading Limited, have entered 1nto contracts under which they may be required to prepay or provide credit suppon or
other collateral in the event of a sigmficant detenoration m creditworthiness  The extent of credit support 1s contingent upon the balance
owing to the third party at the point of deteroration In connection with Centnica ple group's corporate activities, certamn Centrica ple group
companices, including Brtish Gas Trading Limited, have entered into contracts under which they recogmse theiwr support for certamn secunty
obligations granted to third parties

f) Commodity purchase contracts
The Centnca plc group procures gas and electricity through a mixwre of production from Centnca-owned gas fields and power stations and
external procurement contracts

Procurement contracts include shont-term forward market purchases of gas and electneity at fixed and floating pnces  They also include gas
contracts indexed to market pnces and long-termn gas contracts with non-gas indexation  Further information about the Centrica plc group’s
procurement strategy 15 contained n note 34 of the Centrica ple 2011 Annual Report and Accounts

Commodity purchase commitments are estimated, on an undiscounted basis, as follows

2011 2010

£000 £000

Within one year 7,603,900 6,780,087
Between one and five years 22,531,879 19,524 690
After five years 23,226,288 10,392,608
53,362,067 36,697,385

The total volume of gas to be taken under certam long-term structured contracts depends on a number of factors, including the actual reserves
of gas that are eventually detennined to be extractable on an economtic basis  The resulting monetary commitment 1s based on the minimum
quantities of gas that the Centrica Group 15 contracted to pay at ¢stimated future pnces  Contractual commitments which are subject to
fulfilment of conditions precedent are excluded
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26 Financial tstruments

Certamn procurement contracts and sales contracts constitute denvative financial instruments  These contracts are accounted for under the
accrual methed Amounts payable or receivable 1 respect of these denvauves are recogmsed within cost of sales (for procurement
contracts) and revenue (for sales contracts) Changes in the denvauves' fair value are not recogmsed untii maturty

In accordance with pama 37 of Schedule | SI 2008/410 of the Comparues Act 2006, the farr values of the Company s denvative financial
instruments are analysed below These amounts are not included 1n the Balance Sheet as the Company has not adopted FR326 Financial
Instruments  Recogmtion and Measurement™

2011 2010
£000 £000
Financial instruments held for trading

Energy denvatives - assets 529,024 1,446,757
Energy denvatives - habthties (976,487) (650,869)
Energy foreign exchange swaps - assets 15,268 7,580
Energy foreign exchange swaps - habihties {12,234) {6.476)
(444,429) 796,992

27 Weather Hedge

The Company has a weather index call option with Bntish Gas Services Lunited No amounts were paid out under the option for the
financial year, resulting i the net premium received of £2 2m (2010 paid £8 4m net of a pretmum of £0 2m recerved) This agreement
expires on 30 November 2013

28 Ultmate parent undertalang
The immediate parent undentaking 15 GB Gas Holdings Limited, a company registered 1n England and Wales
The ultimate parent undertaking and controlling party 1s Centrtca plc, a company registered in England and Waies, which s the only

company to include these financial statements in 1ts consohidated statements Coptes of the Centnca ple Consohdated financial statements
may be obtained from www centnca com
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